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SOCIAL-SECURITY LEGISLATION 


MONDAY, JUNE 16, 1958 


House or RerresENnTATIvES, 
CoMMITTEE ON WAys AND Means, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to notice, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The Cuarrman. The committee will please come to order. 

We are today beginning 2 weeks of general public hearings on the 
subjects included in all titles of the Social Security Act. As was in- 
dicated in the detailed press release announcing these hearings, the 
subjects to be covered-durmg the course of these general hearings are 
quite broad, and it is the hope of the committee that the witnesses 
who have been scheduled to appear during the course of these hearings 
will cooperate toward the end that the testimony which is presented 
orally be limited to the key points which witnesses wish to empha- 
size, with, of course, the usual permission to the witness to include in 
the hearing record his full and complete statement. These full and 
complete statements which are included in the hearing record will 
receive the careful and thoughtful consideration of the members of 
the committee. 

I should again emphasize the possibility that these hearings may be 
subject to interruption due to important floor action, or to House- 
Senate conferences on important legislation, and so forth. 

The detailed press release which was issued on May 29, 1958, out- 
lined in a broad manner the subjects encompassed within these hear- 
ings. Without objection, I will insert a copy of the press release im- 
mediately following these remarks. 

There is one further point which should be made at this time. We, 
admittedly, have a relatively short time available for these hearings, 
and this 2d session of the 85th Congress is well underway. In view 
of this, it may not be possible for the Committee on Ways and Means 
to act on all of the proposals on which testimony may be presented 
to us, but the testimony will be available for our study and as a pos- 
sible basis for action during the next session of the Congress. 

The administration was invited to provide the committee during 
these hearings with any proposals which it may have on the subjects 
covered by the hearings, and to afford the committee the benefit of its 
recommendations for any changes which it may consider desirable to 
be made to the Social Security Act. The administration will be rep- 
resented by the Honorable Marion B. Folsom, the Secretary of Health, 
Education, and Welfare, who will testify this morning, and by the 
Honorable James P. Mitchell, Secretary of Labor, who presently is 
scheduled to testify on Tuesday, June 24, 1958. 

1 








2 SOCIAL-SECURITY LEGISLATION 


Our first witness today will be Secretary Folsom. 
(The press release referred to follows :) 


CHAIRMAN WILBUR D. Mitts (DEMOCRAT, ARKANSAS), OF THE COMMITTEE ON 
WAYS AND MEANS, HOUSE OF REPRESENTATIVES, ANNOUNCES GENERAL PUBLIC 
HEARINGS ON ALL TITLES OF THE SOCIAL SECURITY ACT 


The Honorable Wilbur D. Mills (Democrat, Arkansas), chairman, Committee 
on Ways and Means, House of Representatives, today announced that the com- 
mittee has tentatively scheduled general public hearings on all titles of the 
Social Security Act to begin on June 16, 1958, and to conclude not later than 
June 27, 1958. Chairman Mills stated there are presently pending before the 
Committee on Ways and Means some 400 bills on various aspects of the Social 
Security Act and that, due to the interest which has been expressed in this sub- 
ject, the committee had concluded that public hearings should be conducted so as 
to afford interested individuals, groups, and organizations an opportunity to 
present their views. 

Chairman Mills stated that the Secretary of Health, Education, and Welfare 
and the Secretary of Labor have been invited to appear and present any recom- 
mendations which the administration may have for changes in the Social Security 
Act. It is anticipated that the Secretaries will be scheduled as the first witnesses. 

The principal subjects included in the various titles of the Social Security Act 
which are within the scope of the hearings are grants to States for old-age assist- 
ance (title I), various aspects of the Federal old-age and survivors insurance and 
disability program (title Il), unemployment compensation (titles III and IX), 
grants to States for aid to dependent children (title IV), grants to States for 
maternal and child welfare (title V), grants to States for aid to the blind (title 
X), and grants to States for aid to the permanently and totally disabled (title 
XIV). ; 

Chairman Mills recalled that the last general amendments to the Social 
Security Act occurred in 1956 (the Social Security Amendments of 1956), and 
that this is now an appropriate time to review the operation of the major changes 
made at that time and to receive recommendations for further changes. The 
chairman stated that the hearings would afford an opportunity to review, among 
the other subjects, the actuarial status of the OASI and disability trust funds, 
such administration proposals as may have been made for changes in the various 
titles of the act, and an opportunity for the committee to explore the possibility 
of legislation and afford a basis for study. The chairman emphasized that, due 
to the short time available and the advanced status of this session, it might not 
be possible for the committee to act on all the proposals on which testimony is 
presented, but that the testimony would be available for study and as a possible 
basis for action during the next session. The last hearings conducted by the 
Committee on Ways and Means on any aspect of the Social Security Act (with the 
exception of the recent emergency unemployment extension hearings) occurred 
in the spring of 1956 when hearings were held on the public-assistance titles of 
the act. 

Chairman Mills further stated that among the many bills pending before the 
committee on the general subjects listed above are several major proposals re- 
lating to the old-age and survivors insurance program, unemployment benefits, 
and the public-assistance titles. For example, under the old-age and survivors 
insurance title, there are bills to increase the general level of old-age and sur- 
vivors insurance benefits, bills to provide hospitalization and medical benefits, 
bills to amend the disability-insurance provisions of the act and the disability 
freeze provisions, bills to liberalize the earnings limitation, bills to reduce the 
retirement age under the act, and a number of bills relating to coverage and to 
specific limited, although very important, areas. 

Included among the pending proposals on the subject of old-age assistance are 
bills to increase the Federal contribution, bills to revise the matching formula 
for medical and other remedial care costs, bills to provide for disregarding need 
in determining the eligibility of State plans, and various other bills. 

Among the pending proposals on unemployment compensation are those relating 
to the specifying of Federal standards, redefining the term “employer” to in- 
clude persons having one or more employees, bills relating to supplementary pay- 
ments and for such supplementary payments for distressed areas, bills to provide 
for judicial review of decisions made by the Secretary of Labor, etc. 

Chairman Mills emphasized that the Committee on Ways and Means has an 
extremely heavy schedule and only a very limited time to devote to these hear- 
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ings. With this in mind, he urged that witnesses limit their testimony to the key 
points which they wish to emphasize, with permission to file their full and de- 
tailed statements in the record of the hearings with the assurance that they 
will receive the full and careful consideration of the committee. In view of the 
limited time available for the hearings, the chairman expressed the hope that 
all persons and groups with similar interests will designate one spokesman to 
represent them. He stated that the time for each witness would be determined 
by the number of witnesses requesting to be heard. He pointed out that, due 
to the schedule of the committee, it is possible that these hearings may be subject 
to interruption due to other urgent legislative work, such as possible conferences, 
floor consideration of other important matters, etc. 

Persons desiring to appear and testify orally should notify the clerk, room 
1102, New House Office Building, Washington 25, D. C., as early as possible and, 
in any event, no later than June 9, 1958. To the extent possible, interested 
persons are urged to submit written statements in triplicate in lieu of personal 
appearances. These statements should be submitted no later than June 27, 1958. 

Persons who request to be heard are requested to submit 75 copies of their 
prepared statement 24 hours in advance of their scheduled appearance. If a 
witness desires to also make available copies of his statement for the press 
and interested public, an additional 75 copies should be submitted by the date 
of his appearance. It is asked that witnesses in their requests to be heard 
indicate the particular bill or bills, or the pertinent provision of the Social 
Security Act on which they desire to testify. The request should also specify 
the name and address of the witness and the amount of time which is requested 
for his testimony. 

The chairman has directed the clerk, in conjunction with the Calendar Com- 
mittee, to screen the requests to be heard so as to avoid, where possible, sched- 
uling witnesses who will duplicate the testimony of other witnesses or groups 
who have the same interests. Persons requesting to be heard will be notified 
of the tentative date of their appearance as soon as possible after the cutoff 
date of June 9, 1958. 


The Cuatrman. Mr. Secretary, we have had many pleasant asso- 
ciations with you over a number of years. I am sure that the mem- 
bership of the committee joins me in expressing regret that you found 
it necessary to leave your present assignment and to return to private 
life. We are pleased, however, to have you with us this morning 
to begin these hearings, and anything that you care to say to us with 
respect to the position of your Department on social security we will 
be glad to have at this time. You are recognized, sir. 


STATEMENTS OF HON. MARION B. FOLSOM, SECRETARY OF HEALTH, 
EDUCATION, AND WELFARE; ELLIOT L, RICHARDSON, ASSISTANT 
SECRETARY FOR LEGISLATION; CHARLES I. SCHOTTLAND, COM- 
MISSIONER OF SOCIAL SECURITY; AND ROBERT J. MYERS, CHIEF 
ACTUARY, SOCIAL SECURITY ADMINISTRATION, DEPARTMENT 
OF HEALTH, EDUCATION, AND WELFARE 


Secretary Forsom. Thank you, Mr. Chairman. 

Mr, Chairman and members of the committee, it is a pleasure once 
again to discuss the Social Security Act with this committee. As 
you may know, I have had the privilege of participating in the estab- 
lishment of this program in 1935 and in many of the changes since 
then. In the span of these years I have been impressed many times 
with the value of careful and thorough study preceding important 
changes in this law—a law which means so much, in a personal way, 
toso many Americans. 

Since the chairman, Mr. Mills, has invited me to discuss various 
aspects of the act, I will divide this statement into 3 sections, corre- 
sponding to the 3 major social-security programs administered within 
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our Department—public assistance, child welfare, and old-age and 
survivors insurance. I will briefly review each program as it stands 
today and discuss some of the current issues and the broad principles 
the administration seeks to apply. 


PUBLIC ASSISTANCE 


More than 5.6 million needy persons are now receiving monthly 
payments under -the -Federal-State. program of public assistance. 
These include 2.5 million older persons, 2.7 million dependent children 
and their parents, 300,000 permanently and totally disabled persons, 
and 100,000 blind persons. The Federal funds requested for public 
assistance for fiscal 1959 amount to $1.8 billion, or 64 percent of the 
total budget of the Department of Health, Education, and Welfare. 

Recent trends: The principal trends in recent years have been in 
two directions. 

First, there has been a steady decline in the number of persons 
receiving old-age assistance. While the population over 65 has in- 
creased by 20 percent over the past 7 years, the number of persons 
receiving old-age assistance has declined by 11 percent. The decline 
has continued even in recent months when unemployment has been 
relatively high. This is a heartening reflection of the progress made 
through the old-age and survivors insurance program in providing 
greater economic security—as an earned benefit—for more and more 
of our older citizens. The average age of the persons receiving old- 
age assistance isnow over 75. - ‘Many of these people were not. covered 
by OASI during their working years. Since about 90 percent of the 
persons now working are covered by OASI, it is expected that a 
smaller and smaller proportion of older persons will need public assist- 
ance in the future. 

The second principal trend, by contrast, is a steady and substantial 
increase in the number of persons needing public assistance at the 
other end of the age scale—among our children. The number of 
persons receiving payments under the aid-to-dependent-children pro- 
gram has increased 29 percent in the past 4 years. The economic 
recession undoubtedly has caused a more rapid increase in this pro- 
gram in recent months. The major factor over the long term, how- 
ever, has been an increasing number of children who need help because 
of a breakdown in the family unit. The great majority of these 
dependent children have been deprived of normal family life and 
normal support as a result of divorce, desertion, or unwed mother- 
hood. 

Unemployment: With the relatively higher levels of unemploy- 
ment in recent months, concern has been “expressed by some as to 
whether the public-assistance programs make a sufficient contribution 
in meeting needs arising from unemployment. While the assistance 
programs undoubtedly have been helpful to some people who are 
temporarily out of work, in my judgment it is far sounder to rely 
primarily on the unemployment-compensation programs to provide 
income during periods of unemployment. 

The Congress passed, and the President has signed, a law making 
available funds for the extension of unemployment-compensation 
benefits to individuals who have exhausted their benefit rights. The 
extension of unemployment insurance to employees in establishments 
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of one or more employees, in accordance with the recommendation 
of the President, would further serve to reduce the number of needy 
unemployed persons. I am convinced that action along these lines 
is the most desirable approach to the problem, and I urge the com- 
mittee to support this important step in strengthening the economic 
security of American workers. The Secretary of Labor undoubtedly 
will testify more fully on this point. 

A more constructive approach: The public-assistance programs, 
developed largely in days of acute depression, naturally and*properly 
in the early days emphasized cash income for immediate needs. But 
over the years it has become increasingly clear that we have a deeper 
duty to those in need than the mere payment of dollars to relieve 
distress. 

Some of those receiving public assistance, although crushed by ad- 
versity for the time being, are capable of future independence. For 
these, the greatest service we can render is to help them build toward 
independence and a more satisfying life for themselves. Others re- 
ceiving public assistance have little hope of supporting themselves, 
because of disability or advanced age, but their lives can be made 
more comfortable and rewarding through services to help them do 
more things for themselves in their own homes. 

The need for greater emphasis on constructive services was recog- 
nized by Congress in the 1956 amendments. There have been some 
excellent demonstration projects showing that, when a concerted and 
deternmhed effort is made—in providing medical care, counseling, job 
training, and other services—families which have received public as- 
sistance for many geen can be helped back on their own feet. But 
this approach needs to be applied much more widely. The country 
as a whole needs to understand much more clearly the exciting pros- 
pect of what can be accomplished along these lines, and we need to 
provide many more people who are professionally trained to do this 
constructive work. 

_ Federal-State relations: In recent years, a steadily increasing por- 
tion of total public-assistance costs has been shifted from the States 
to the Federal Government. In 1946, State and local governments 
provided 60 percent of the costs of all public assistance. 

In 1957, their share had decreased to 50 percent. Counting only 
those programs in which the Federal Government participates—aid 
to the needy aged, blind, disabled, and dependent children—the State 
and local share of the cost has declined from 55 percent in 1946 to 45 
percent last year. Since 1946 the welfare appropriations of State 
and local governments have dropped from 10.8 percent to 8.6 per- 
cent of their total expenditures. In this same period the Federal 
Government’s expenditures for public assistance have increased by 
more than $1 billion until they are now 3 times as large as in 1946. 

The shifting of public-assistance costs to the Federal Government 
has been most pronounced in the high per capita income States which 
have greater ability to support their own programs. Several middle 
and low per capita income States have actually increased their effort 
in relation to their fiscal ability. 

Not only has there been an increase in the overall Federal share, 
but the method by which this has been accomplished raises some 
serious questions. As you know, the formulas have been modified 
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in 1946, 1948, 1952, and 1956, until today the Federal Government in 
the programs for aged, blind, and disabled persons, pays 80 percent 
of the first $30 of assistance payments on the average, and 50 percent 
of the remainder of each individual payment up to $60. If the 
monthly payment to an individual is $60, the Federal share is $39. 

But if the monthly payment is $30, the Federal share is $24 and the 
State or local share is only $6. Thus, in the States where payments 
are lowest, the Federal share is highest. In some of these States, the 
Federal share in the federally aided programs is now between 75 and 
80 percent. 

It seems to me this approach results in some serious disparities and 
inequities. The proportion of Federal support in any particular 
State is not necessarily related to the fiscal ability of the State or the 
need of persons for public assistance. The Federal share may be high 
simply because a State chooses to make only a limited effort for welfare 
purposes, and sets a relatively low standard of payments to persons in 
need. Or the Federal share may be high because the State has a large 
number of persons on public assistance who also are receiving OAST 
benefits and, thus, need only small supplementary amounts from wel- 
fare funds. Certainly there is no justification for providing the 
highest Federal share of public-assistance payments in those very 
cases where the Federal OASI program already has substantially re- 
duced the need. 

We should bear in mind that from the outset one of the fundamental 
concepts of this program has been that the separate States, not the 
Federal Government, should determine the scope of the program, set 
standards of need and eligibility, and actually operate the program 
directly or in cooperation with local agencies. I believe that a further 
general expansion of the Federal Government’s financial share in 
these present programs, and particularly any further expansion under 
the present formula for Federal matching, is undesirable. 

I believe a more equitable and constructive approach, both from 
the point of view of sound Federal-State relations and the humani- 
tarian objectives of this program, would be to set the Federal share 
of funds more in accord with the fiscal abilities and the needs of the 
States. This concept would tend to provide more adequate assistance 
in the low-income States where human needs are often greatest. 

Other problems: Those administering public assistance in both 
Federal and State Governments are concerned about the present re- 
quirement for Federal matching based on a computation in each in- 
dividual case, involving some 514 million persons. It has been sug- 
gested that a more equitable and simpler arrangement would be to 
match State and local expenditures on the basis of averages of all 
payments within a State, up to a specified maximum. Under the 
present approach, some States limit total payments to any individual 
to the $60 maximum set in the present matching formula. Under the 
suggested plan, States would have much more flexibility to provide 
payments more in line with wide variations in individual need. If 
the Federal participation were related to the average expenditure, the 
matching limit might be more readily recognized for what it should 
be: a means of regulating the total Federal share, rather than a sug- 
gestion of what should be the ceiling for individual cases. 

Another problem in public assistance is the rapid increases in re- 
cent years in payments for the cost of medical care. As you know, 
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the 1956 amendments, setting up a separate matching formula for 
payments to suppliers of medical care, having given a big impetus to 
the total medical care available to persons ae public assistance. 
There are still substantial problems to be met. The Department ex- 
pects to suggest some improvements in this field and in several others 
before the expiration of the present public-assistance matching 
formulas on June 30, 1959. 


CHILD WELFARE 


Much progress has been made during the past 22 years in child- 
welfare services for neglected children, children with physical or 
mental handicaps, runaway children, children born out of wedlock, 
and others with a wide variety of problems. As of June 30, 1957, 
about 330,000 children were receiving special child-welfare services 
from public agencies. This was an alltime high. Slightly more than 
half of all counties in the United States had the services of one or 
more full-time child-welfare workers. 

Federal funds have elicited strong State and local financial support. 
In 1940 total expenditures amounted to $45 million. Federal funds 
accounted for $1.5 million of the total.. In 1957 the total was 314 
— as high—$159 million, of which $7.3 million was from Federal 

unds. 

There is a serious deficiency in this program under present law. 
However, the use of Federal funds for local workers is limited to 
predominantly rural areas. And yet there has been a major shift 
in population in recent years toward urban and suburban areas. 
Today about 60 percent of the children in the Nation are living in 
urban areas, and the shift to these areas is continuing. In 1946 the 
public-welfare agencies in predominantly rural States were providing 
services to 40 children per 10,000 under the age of 21. In 1957 this 
rate had increased to 63. During the same period, the corresponding 
rates in predominantly urban States dropped from 62 to 49. It is 
important that States provide services to the children who need help 
most, wherever they may live. We accordingly have proposed that 
Congress remove the existing restrictions which permit support for 
local services to children only in predominantly rural areas. We hope 
that the committee will act favorably on the proposal. 


OLD-AGE AND SURVIVORS INSURANCE 


The old-age and survivors insurance system represents a tremen- 
dously successful investment by many millions of Americans in free- 
dom from the fear of want. The development of this program over 
the years has been very heartening to the Department and especially, 
I am sure, to the members of this committee, who have given careful 
and wise guidance to an undertaking of such great significance. Over 
many years the system has remained sound and strong, despite rapid 
economic changes, despite an unprecedented and unpredicted growth 
in population, and despite the shocks of war and other strains and 
stresses. 

The growth of the system in recent years has been little short of 
remarkable. The number of persons receiving benefits has increased 
almost 4 times in the past 8 years. This year about $81, billion in 
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benefits will be paid—as a matter of earned right—to an average of 
almost..12.million retired persons and their dependents, and to widows, 
orphans, and disabled persons. The'system has been a great benefit, 
not only to these millions of individuals but—particularly in this 
period of economic recession—to our economy and our society as a 
whole. Today more than 9 out of 10 workers and their families have 
a foundation for economic security through this program. 

Financial condition of the system: Members of the committee will 
be interested, I am sure, in the recent report of the OASI Board of 
Trustees, w hich presents revised short-term estimates and long-range 
pr ojections on the operations of this program. The new figures gen- 
erally revise downward the previous projections as to the gr owth of 
the OASI trust fund. 

With benefits increasing more than had been expected, the trust fund 
is expected to decline from about $23 billion at the beginning of the 
current fiscal year to about $2214 billion by the end of this month. 
This will be the first fiscal year in which the fund has declined since 
it was established in 1940. ol ates decline of about $1.1 billion is 
expected in the 1959 fiscal ye By the end of fiscal 1962, the trust 
fund is expected to be within’ a range of from $19.2 billion to $21.5 
billion. 

Under the intermediate-cost estimates, the trust fund would resume 
an upward trend after the scheduled tax increases take effect in 1965 
and continuing to grow for many years thereafter. This projection 
places the trust fund at about $24 billion in 1970, $32 billion in 1975, 
$44 billion in 1980, $52 billion in 1990, and $55 billion in the year 2000. 

The temporary decline in the trust fund over the next several years is 

caused largely by a greater than expected increase in benefit payments. 
This ts due largety to three short-term factors which have relatively 
little bearing on the financial condition of the system over the long- 
range future. 

First, and most important, more benefit claims than expected have 
been filed by people who were first brought into the program by the 
amendments of 1954 and 1956, especially farmers. Many of these 
people were already past 65 and were able to qualify for benefits in a 
short period of time after they were first covered. 

Second, more women than expected have chosen to take a reduced 
benefit at age 62 instead of a full benefit at age 65. This has no sig- 
nificant effect on the long-run cost of the system because on the average 
these women will receive the same total amount of money in the long 
run regardless of which choice they make. 

Third, in the current recession some workers find it more difficult 
to keep or find a job; thus more of them than had been expected retire 
and apply for social-security benefits. The recession also tends to 
reduce tax contributions to the system slightly below previous esti- 
mates. 

For the long run, the new projections place the level-premium 
benefit cost of the old-age and survivors insurance program, on an 
intermediate basis, at 7.90 percent of payroll. The level-premium 
equivalent of the contribution schedule is 7.33 percent of payroll. 
There is thus an estimated actuarial insufficiency, computed into per- 
petuity, of 0.57 percent of payroll. In the last previous report on the 
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status of the program it was estimated that the actuarial insufficiency 
would be 0.20 percent of payroll. 

The long-term projections are based on current earnings and do not 
take into account the historical trend toward higher levels of earnings, 
which result in increased income to the system. This operates, in 
effect, as a probable safety factor in the long-term estimates. In view 
of the very long range nature of the projections, and the many variable 
factors involved, the trustees have concluded that the old-age and 
survivors insurance program may be said to be in approximate balance 
on a long-term basis. 

For the disability insurance program, the short-range estimates indi- 
cate that the trust fund will increase steadily each year, reaching 
almost $4 billion in 1962. The long-range estimates indicate that the 
intermediate level-premium benefit cost of the disability program is 
0.35 percent of payroll and that the level-premium equivalent of the 
contribution rate for disability insurance is 0.50 percent of me 7m 
Considering the possible range of error in cost estimates for disability 
benefits, this program may also be considered in approximate actuarial 
balance, the small excess of contributions over aan cost being no 
more than a moderate safety factor. 

My own conclusion, on the basis of these figures, is that the system 
is in essentially sound financial condition for the foreseeable future 
and there is no cause for concern about the long-range financial con- 
dition of the program. The current unexpected downturn in the trust 
fund points up sharply, however, the need for careful and thorough 
study before significant changes are made in this program which is so 
far reaching and complex. Certainly it is clear that there are no 
surplus funds available now, or in sight, to finance benefit increases; 
and it is therefore imperative, if we are to maintain the soundness and 
the integrity of the social-security system, that any benefit increases 
be financed fully and immediately by increases in tax revenue. 

We should bear in mind, also, that a decline in the OASI fund over 
the next 5 years or so, amounting in the aggregate to several billion 
dollars, had not been anticipated—certainly not a decline of such an 
extent at this relatively early period in the development of the system. 
While there will be, of course, ample funds to pay all benefits by 
drawing on the trust fund, I am concerned as to whether it is fair to 
future contributors for the workers during this period to be paying 
into the system considerably less than the current amount of benefits. 

This question of whether, in the light of the new estimates, we will 
be contributing enough into the system over the next 5 years or so is 
one of the many issues now under study by the Advisory Council on 
Social Security Financing, established by Congress in the 1956 amend- 
ments. As you know, this Council, appointed last October, is nak- 
ing a thorough study of the financial condition of the system in rela- 
tion to the long-term commitments of the program. I have asked 
members of the Council whether a preliminary report might be ready 
at this time, but the Council has not found this to be possible. The 
report, as scheduled in the law, will be submitted at the end of this 
year. 

A number of questions are under consideration by the Council. 
These include whether a tax-rate increase, beyond the schedule al- 
ready in the law, should be enacted—either now or later; whether the 
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timing of the tax increases already set forth in the law—in 1960, 1965, 
1970, and 1975—should be rev ised, perhaps into shorter intervals be- 
tween increases; whether the increase scheduled in 1965 should be 
advanced in order to eliminate or reduce the temporary deficit over the 
next 5 years or so; whether there should be an increase in the maxi- 
mum amount on which taxes are levied, which now stands at $4,200 
a year. The Council also is examining the basic assumptions and 
methods used in the long-range projections. 

I believe the members of the Advisory Council are exceptionally able 
and distinguished men, and their findings will be very important in 
considering how best to assure that the ‘financing of the system will 
continue to be equitable, sound, and on a self-supporting basis. 

Consolidated reporting: As you know, the Department of Health, 
Education, and Welfare and the Treasury Department have recom- 
mended legislation to provide for combining the wage reports that 
employers make to the Government for social security ‘and for income 
tax withholding purposes. Wage reports for social-security purposes 
are now filed on a quarterly basis; separate reports, on an annual basis, 
are filed for income tax withholding. We favor legislation under 
which one system of annual reports would serve both purposes. 
Through the elimination of detailed quarterly wage reports, such a 
system would result in substantial savings for employers. Further- 
more, under a system of combined reporting it is possible for the 
Bureau of Old-Age and Survivors Insurance, as a part of its elec- 
tronic and mechanical record-keeping operations, to balance out var- 
ious wage and tax reports made by employers and to match the forms 
W-2 filed by employers with the forms W-2 filed by employees as a 
part of their income-tax returns. 

Retirement test: Another matter that may be of interest to the 
committee is the retirement test, which determines the amount that 
beneficiaries can earn and still receive benefits. As you know, sub- 
stantial improvements were made in the retirement test in the 1954 
amendments. I consider the retirement test a very important part of 
the social insurance program. The program is intended to insure 
against loss of earnings caused by retirement or death. It has never 
been generally considered a desirable objective to pay benefits to people 
who continue to have a large amount of earnings from employment. 
Moreover, any major increase in the level of earnings specified in the 
retirement test would be quite expensive, requiring a substantial tax 
increase, and the extra cost would go largely to pay benefits to people 
who already have substantial work income. The great majority of 
people on the benefit rolls either are not able to work or cannot find 
work, and so the bulk of beneficiaries would not be helped by a change 
in the retirement test. I think it would be highly undesirable to in- 
crease the cost of the program in order to pay benefits to people who 
are working and earning substantial income. 

Benefit levels and wage base: The social-security system has been 
adjusted from time to time to keep abreast of changing conditions and 
to reflect increasing experience and knowledge in this field. This 
flexibility and adaptability is one of the great strengths of the pro- 
gram. 

As you know, the last general revision in the benefit structure and 
earnings base was made in the amendments of 1954, proposed by Presi- 
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dent Eisenhower and strongly supported by this committee and by a 
large bipartisan majority in Congress. With the adoption of these 
amendments, I believe, the system generally was in excellent condition. 

Since 1954, prices have increased 7.7 percent and wages on the 
average have increased 12 percent. As we examine the meaning of 
these changes to the social-security system, it seems to me there are 
three items of particular interest. 

The first of these is the wage base—that is, the limitation on the 
amount of annual earnings that is taxable and creditable toward bene- 
fits under the program. In the 1954 amendments, the wage base was 
set at $4,200. In 1954, about 44 percent of all regular male workers 
would not have had all their earnings covered by a $4,200 earnings 
base. Because of the increase in earnings since then, in 1957 about 57 
percent did not have all their earnings covered. An increase in the 
earnings base to $4,800 would restore the same relationships established 
in the 1954 amendments. 

A second consideration is the situation of the 5 million persons who 
were already receiving benefits when the amendments went into effect 
in September 1954. These benefits, cf course, were based on earnings 
in prior years; and so the general increase since 1954 in earnings, In 
productivity, and in the standard of living of our people has not been 
reflected in the benefits of these 5 million persons. Further, while their 
benefit levels have remained constant, the consumer price index has 
increased by 7.7 percent since September 1954. 

Third, let us look at the situation of the persons who are now just 
beginning to receive their benefits or who will become beneficiaries in 
the near future. For many of these, the picture is quite different. You 
will recall that the 1950 amendments provided for a new start in 1951 
in computing average earnings on which benefits are based. This 
meant that earnings in prior years, which generally speaking would 
tend to be lower, would not have to be counted in computing benefits. 

Further, later amendments have provided that the 5 years of 
lowest earnings, even since 1950, can now be dropped out in determin- 
ing the benefits a person receives. Also, the maximum earnings on 
which benefits are based were increased from $3,090 to $3,600 in 1951 
and to $4,200 in 1955. Asa result of all these provisions, many of 
the people retiring now find that their benefits are based only on their 
most recent, and generally higher, earnings. Because of these factors, 
there has been a substantial increase, on the average, in the level of 
benefits of persons recently coming onto the social security rolls. The 
average benefit of men who came on the rolls prior to the amendments 
in 1954 is now $65.90, while the average for those coming on the rolls 
in the last 6 months of 1957 is $77.94. It is therefore clear that the 
average benefit for persons retiring now is much more in line with the 
current wage and price situation than for those who retired some 
time ago. The same favorable factors which I have cited would also 
apply, of course, to persons retiring in the near future. 

It is always possible, of course, to raise the fundamental question of 
whether the general level of economic security to be provided by this 
system should be adjusted by across-the-board increases for everyone 
becoming eligible for benefits in the future, or by extending the pro- 
tection provided by this system into fields which are not covered now. 
Any significant moves in this direction, of course, would require a 
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substantial increase in tax rates. It is extremely important that such 
major changes in the social security pattern of our country have the 
benefit of the most thorough and searching study from every stand- 
point. Traditionally, major changes in the social security program 
have been adopted only after intensive study by representatives of 
employees, employers, ‘the self-employed, and the public generally, 
serving as an advisory council. Ifthe committee is interested in look- 
ing into some of these significant long-range changes, I believe it 
would be highly desirable to establish an ‘advisory council to review the 
benefit structure and other major questions. Such a study now also 
would have the benefit of the findings by the Advisory Council on 
Social Security Financing. 

In conclusion, Mr. Chairman, I would like to thank you and the 
committee for this opportunity to outline some of the more important 
facts, as I see them, about our social security programs. If, after the 
committee has heard the testimony of all the witnesses, you would 
like to consult with me and my staff, we will be very glad to cooperate 
in every way we can. 

Thank you. 

The Cuarrman. Mr. Secretary, we thank you, sir, for your appear- 
ance and the statement, and also we thank you for the offer you have 
made to make available to us yourself and members of your staff at 
the conclusion of the hearings in the event the committee desires that 
you be with us. 

Thank you, sir, very much. 

Are there any questions ¢ 

Mr. Forand will inquire. 

Mr. Foranp. Mr. Secretary, the general tenor of your statement, if 
I interpret it correctly, is that the administration feels that very 
little should be done by way of improvement of the social security 
system at this time. Is that a fair understanding of your statement 

Secretary Forsom. Yes, sir. We would like to await the reports of 
the Advisory Council on Financing first, and then have a study of the 
major questions. 

Mr. Foranp. You say that that report will not be ready before the 
end of the year. 

Secretary Forsom. That is right. As I indicated, I asked the Coun- 
cil if they could make the report for use of this session of Congress, 
but they said it was not possible. 

Mr. Foranp. That seems to have been the case right along every 
time we have suggested improvements in the system. There is always 
a delay and procrastination and I, for one, ‘feel that ample notice 
has been given over such a long period about several of these amend- 
ments to the system that have been recommended by Members of 
Congress that we ought to be able to get something more definite 
than the fact that we are going to have a report by the end of the 
year. When I say “you,” please understand that I am not talking 
about vou personally. You are representing the administration and, 
since the administration feels that no liberalization should be made 
at this time, would the administration object to a self-sustaining 
program for hospital and surgical needs like that which is incorp- 
orated in my bill, H. R. 9467? 

Secretary Forsom. I would say that we would not favor that 
legislation. 
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Mr, Foranp. In other words, the administration is opposed to that 
legislation ¢ 

Secretary Fotsom. Yes. 

Mr. Foranp. I had heard some time ago that that would be the 
position but I had hoped that it would be a little more favorable. 
However, I was told that the administration was not too certain 
that it wanted to come out openly and oppose the legislation but 
rather would suggest further study which is a nice way of delaying 
action. 

Would your answer be the same to my question if this were on 
an optional basis? 

Secretary Fotsom. What do you mean by optional basis ? 

Mr. Foranp. Well, if an agreement can be worked out and the 
individual decided one way or decided the other way so that the 
administration would be in a position to say “Within certain limits 
we will allow these surgical benefits to those that we find are actually 
in need of it and cannot provide it.” 

Secretary Fotsom. Do you mean leave it up to the individual to 
decide whether to come in or not ‘ 

Mr. Foranp. Whether to apply for it; yes. 

Secretary Forsom. In all social insurance systems that is a bad 
policy because people who most need the protection would not come 
in. Also, you would have what is called adverse selection. 

Mr. Foranp. I believe I agree with you because I have opposed 
the so-called voluntary coverage, However, I feel that the time 
has come when we must do something and something very definite 
to help these many aged people who, because of their financial cir- 
cumstances, are unable to get the surgical care and hospitalization 
that they need. The fact is that the ultrapoor, if I may put it that 
way, the indigents and the wealthy are ss to provide themselves 
with those services because charity takes care of the indigent and 
the wealthy are able to pay for it. It is that middle group, that in- 
between group that is suffering, and in many instances have to post- 
pone hospitalization or surgical treatment. I have voluminous files 
citing specific cases that really makes me feel that we ought to turn 
on a little bit of speed on this particular phase. 

Secretary Foursom. Mr. Forand, I would like to say that we have 
given this matter a great deal of study. In fact, I have studied it 
personally for over 25 years. We have not been sitting back and doing 
nothing about it. Our position has been that health insurance is a 
matter for voluntary action. There has been a tremendous increase in 
voluntary health insurance coverage in recent years. You have seen 
figures indicating a sharp increase in hospitalization insurance. 

We have had figures to indicate an increase in the number of people 
covered in hospitalization, major medical, surgical, and other plans. 
These figures have just been given to me. They are as close an esti- 
mate as we can get. In 1952 there were 91 million people covered in 
hospitalization plans. The latest figure we have is 121 million. 

Coverage under surgical plans in 1952 was 73 million and is now 109 
million. 

In the coverage of medical expenses alone there were 36 million in 
1952 and 72 million in 1957. 
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Mr. Foranp. Do you have in those figures the number of people that 
were covered by this program but who, upon leaving their employ- 
ment, were cut off ? 

Secretary Fotsom. I am coming to that in just a minute. Then in 
the new type plan, major medical, which covers a high proportion of 
all medical expenses after a certain ouN of deduction, there were 
only 700,000 covered in 1952 and now there are about 13 million people 
covered. 

Another significant figure is the percentage of private expenditures 
for hospitalization which is accounted for by insurance benefits. That 
figure in 1956 for hospitalization was 49 percent. In other words, 
49 percent of all private expenditures for hospitalization directly and 
through the purchase of insurance were met by insurance benefits with 
a smaller but steadily increasing percentage for other medical care 
items covered by insur ance benefits. 

We tried to find out what the situation for the older age group was 
because we know that it is extremely important that we do ever ything 
we can to provide protection for people in the older ages. 

There have been several recent developments in that field which have 
made quite an impact already. For instance, consider the number of 
insured people per 1,000 population among our older age groups: In 
1956 we figure that 365 out of 1,000 people over 65 were covered by hos- 
pitalization insurance. That is a 39 percent increase over the com- 
parable rate of coverage in 1952. 

The rate for the group aged 65 to 69 increased 31 percent, and 
among the group aged 70 to 74 the increase was 46 percent. 

We made a survey of the OASI beneficiaries recently to see how 
many had hospitalization insurance. The survey was made last year 
and we find that 43 percent had hospitalization insurance. 

We real‘ze that the problem of the people who reach 65 who do not 
have insurance is very hard but we have made a step toward helping 
that situation through adding a medical clause to the old-age assist- 
ance program back in 1954. 

Many of the people receiving old-age assistance have not been em- 
ploved for some time and will naturally have difficulty in obtaining 
me-lical care insurance. 

Mr. Foranp. Many of those people that have to resort to public 
assistance are just on the bor derline when you apply the means test 
to them and they are left out in the cold. You have many of these 
people who are covered while they are employed and the minute 
they lose their jobs they are cut off. You have any number of others 
who cannot afford the premiums to continue to be covered once they 
lose that coverage. 

Secretary Fotsom. These people about whom you are speaking are 
alreodv out of the labor market ? 

Mr. Forann. That may betrue. They are people who have reached 
the age of 65. They go out of the labor market whether willingly or 
otherwise. 

They are not employed but they are elisible for OAST benefits and 
therefore those are the people that would be covered by the bill that I 
have introduced. 

Secretary Forsom. Yes, but I say many of those people— of course, 
we do not know precisely how many, but approximately 43 percent of 
the aged people now on the OASI rolls—are protected. 
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Mr. Foranp. Even that is less than half of the people. 

Secretary Forsom. In the future, a higher percentage of the people 
receiving old-age insurance benefits can be expected to be covered by 
voluntary hospitalization insurance because, for one thing, in recent 
years employers have begun to adopt plans which would cover the 
workers for hospitalization after retirement. 

Mr. Foranp. Do they carry on after they have left their employ- 
ment ? 

Secretary Fotsom. Quite a few companies are now changing their 
hospitalization and medical care plans so that the person, after he 
retires, will carry on that protection—in many cases without cost to 
the employee. 

Mr. Foranp. How many people are covered by that? That is a new 
system. 

Secretary Forsom. It has been growing very rapidly. I know the 
company that I used to be with adopted the plan back in 1953. 

Mr. Foranp. You were with one of the business concerns that actu- 
ally took care of their people. 

Secretary Forsom. Other companies are in the same category now. 
The insurance companies, when they testify here, will. I imagine. be 
able to give you some figures on that, but it may soon be more or less 
standard policy for these large group plans to protect the people dur- 
ing their working lifetime and also provide protection afterward. It 
can be done. That is one of the programs I have been strongly advo- 
cating since I have been in the Denartment. In fact, soon after I 
came into the Denartment I got the insurance companies and the Blue 
Cross and Blue Shield neople together to see if we could not step up 
that program and considerable provress has been made. 

You will find that it can be carried out at comparatively low cost 
to the people in their working lifetime. Thev pay a smal] additional 
premium during their working years so that they can get this protec- 
tion after they retire. 

Mr. Foranp. I am sure you are familiar with the figures on family 
income. I have the fieures here for 1956. 

There are 2.900,000 families with incomes under $1.000. How can 
those people take care of their sureical and hospital bills? 

You have 3.900.000 families with incomes between $1.000 and $2.000. 

You have 4,440,000 with incomes between $2,000 and $3.000. When 
illness strikes in a family of that sort, their meager savings, if they 
have any, are soon gone, They are people who actually need help. 

Secretary Forsom. This is a long-run problem that we are facine. 
We feel that we can eventually cover a high percentage of people 
through voluntary systems rather than depend upon the compulsory 
Government svstem to do it. 

We are making headway, as I said. in several directions, first along 
this line of havine the large group plans cover them after they retire. 
That will not help the immediate situation but will take care of the 
futnre. ire, 

We also find that many of the Blue Cross plans are continuing 
their people heyond 65. 

Many of the commercial companies are changing their plans to 
provide that. Also. comnanies are beginning to write special policies 
to cover people in the older ages. 


| 
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None of those plans will, of course, help the people who are in the 
very lowest income groups. That is a matter that will probably have 
to be worked out, until they are more fully protected through the 
voluntary insurance plans, by old-age assistance and their medical 
care plans. I think we can make progress. We ought to speed it up 
and make progress faster than we are making it rather than go to the 
step of a compulsory system at this time. 

Mr. Foranp. My bill has been introduced and pending now for 
almost a year and immediately upon its introduction we asked your 
Department for some studies and figures. I had expected that by the 
time we got around to this that we would have something definite and 
concrete. I guess I expected too much. 

Secretary Fotsom. Of course, another factor is that the minute you 
adopt this compulsory system it would have an effect on the growth 
of these voluntary plans. This is a pretty complicated business when 
you get into all the details of the voluntary plans and what the vari- 
ous people want, so that I would hate to see us retard or destroy the 
great progress which is being made in the voluntary direction. 

There really has been a tremendous growth in the last 10 years. 

Mr. Foranp. Thank you, Mr. Secretary. 

The Cuarrman. Mr. Reed will inquire, Mr. Secretary. 

Mr. Reep. Mr. Secretary, we are very glad to see you here. 

I have a few questions to ask. 

For a long time I have been worried about the expenditures out- 
running the benefit payments. What is the debit now? How much 
are we in the red ? 

Secretary Fousom. Well, we are not in the red at all. We have a 
reserve fund now of about $211, billion. 

Mr. Reep. I mean for this fiscal year. 

Secretary Forsom. As I indicated, we expect that this fiscal year 
the fund will decline about $400 million—exactly $428 million, in this 
fiscal year. 

Mr. Reep. What do you think it will be in the next fiscal year? 

Secretary Fotsom. About $1,100 million. 

In fiscal 1960 it will be $899 million and then in fiscal 1961 it will 
decline only $27 million. 

Mr. Reep. I wanted to ask another question. To what extent are 
the farmers of the country taking advantage of the social security ? 

Secretary Forsom. A very high percentage—a higher percentage 
than we had antic ipated—are exercising their rights to OAST benefits. 

Mr. Reep. There is higher percentage than you had figured there 
would be? 

Secretary Forsom. Yes, sir. 

Mr. Reep. What groups are clamoring to come into the system that 
are now outside? 

Secretary Fotsom. We have about 9 out of 10 people now covered 
and there are not many groups outside now. 

Mr. Reep. There are not many ? 

Secretary Fortsom. Nine out of 10 people are now covered. The 
largest noncovered group is the Federal Government employees, who 
have their own system. We have been trying for some time to work 
out a plan so that they can get part of their protection through the 
social-security system and the other part through their own system. 
That is the largest group not covered. 
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The next largest group is self-employed physicians. They are not 
clamoring to get in, I think, right now. 

Mr. Reep. What was that? ; 

Secretary Fotsom. They are not clamoring to come in right now. 

Mr. Reep. My mail indicates that they all want to get in. I do 
not know about the mail of the other people. 

Thank you very much. 

The Cuatrman. Mr. Eberharter will inquire, Mr. Secretary. 

Mr. Exsernarter. Mr. Secretary, your statement was very interest- 
ing and it seemed to be largely a review of the operation of the pro- 
gram over the past 10 or 15 years. 

Of course, in that we give due credit to the committee and the 
Congress and the executive branch for all the improvements that 
were made, all these improvements that were made were in line with 
liberalization, were they not, in your opinion? In other words, it was 
a very careful program when it first started out and it has been very 
much liberalized over the years. 

Secretary Fotsom. I would say it has been adjusted to changing 
conditions and, of course, as wages and other factors have changed, 
the system has changed to meet them. 

Mr. Exsernartrer. Would you agree that it has been liberalized 
over the years ? 

Secretary Fotsom. Yes; I would say that. 

Mr. Eseruarrer. You make very few specific recommendations in 
your statement although I do construe it to be a recommendation for 
an increase in the base taxing period from $4,200 to $4,800. What are 
your thoughts with regard to that ? 

Secretary Fotsom. I pointed out that if you wanted to establish the 
same relationship now that you had in 1954 it would require a change 
in the wage base. 

Mr. Esernarrer. So that, generally speaking, the climate is favor- 
able to increase from $4,200 to $4,800 ? 

Secretary Fortsom. I would say that other factors would have to 
be taken into account, too, because the social-security system is such 
that, if you once change one factor, the change affects other factors. 
That is why changes have to be studied very carefully and you have 
to consider all aspects of the problem. 

Mr. Eseruarrer. An increase in the tax base from $4,200 to $4,800 
might be for two purposes: One, to bring up the reserve funds and the 
other perhaps to increase the benefits. 

Secretary Fotsom. Yes; the system would gain by the change. I 
think it would gain in the first year a net of about $400 million. 

Mr. Esernarrer. How much ? 

Secretary Fotsom. About $400 million if no other changes were 
made. 

It would be about $400 million the first year and probably about 
$500 million the second year. 

The benefits, of course, would be increased for people earning be- 
tween $4,200 and $4,800. It also means that a smaller percentage of 
people would be getting maximum benefits. Benefits would be based 
a little more closely on earnings. When you have such a high per- 
centage of people earning over the maximum as now, you do not have 
such a wide spread in benefit amounts. 
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Mr. Exsernarrer. There has been some fear expressed by those 
who have always opposed social-security programs. They are putting 
out the idea that the program is going broke, which, of course, I do 
not agree with in any sense wht atsoever. 

Secret tary Fotsom. As I pointed out in my statement, it is not true. 
The program is running in the red now and will be for a few years. 
Of course, it is not desirable for it to run in the red now but it does 
not affect seriously the long-range soundness. 

Mr. Exvernarrer. Is the soundness of the program, despite this defi- 
cit in expenditures in the next few years, definitely proven by the 

results of the experience so far? The soundness of the program, the 
trust fund, and everything else, is proven 

Secretary Fotsom. Yes, sir. 

Mr. Evernarter. I think that is all. 

The Cuamran. Mr. Mason will inquire, Mr. Secretary. 

Mr. Mason. I have just one question, Mr. Secretary. 

On pages 4 and 5 of your statement, you point out the fact that the 
Federal Government’s share of public assistance is growing and the 
State or local share is getting smaller all the time. W hy is there 
this trend ? 

Secretary Forsom. Well, the trend is because of the amendments 
that Congress has adopted in recent years. 

Mr. Mason. Would you agree with me that this trend is the result 
of the action of Congress, particularly in election years, in liberaliz- 
ing and adding to the Federal Government’s share and lifting the 
burden from the States’ share for political purposes ? 

Secretary Forsom. Well, I would not want to say what the purpose 
was. 

Mr. Mason. Well, I will say it. I believe that this is so. 

That is all, Mr. Chairman. 

The CHamman. Mr. Herlong will inquire, Mr. Secretary. 

Mr. Hertone. Mr. Secretary, on page 16 of your statement and 
along the lines of Mr. Eberharter’s inquiry, I believe that you do not 

make the specific recommendation for the increase from $4,2(0 to 
$4,800 in the base pay for which tax will be paid but that is simply an 
observation ; is it not ? 

Secretary Fotsom. That is right. 

Mr. Hertone. In that connection, do you have any figures as to how 
mreh that would brine in in additional revenue? 

Secretary Fotsom. I gave some estimate, I have the estimates of the 
actuary here now. 

In the first year, the calendar year 1959, assuming that it went into 
effect the ist of January 1959, the net increase—taking into account 
the additional revenue which would be received, reduced by the in- 
creased benefits paid out because of the people getting the higher 
benefits between $4,200 and $4,800—would be $395 million. In 
1960 the increase would be $545 million net, and it would gr adually 
go up to a maximum in 1964 of $590 million. Roughly, it is between 
$400 million and $600 million a year. 

Mr. Hertone. You do not make any recommendations as to whether 
we should increase benefits significantly to any of the beneficiaries at 
this time. I believe you make the statement in here that that could 
not be done without additional taxes. 
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Secretary Forsom. That is right. A substantial across-the-board 
increase in benefits would require an increase in taxes. 

Mr. Hertone. Would’ you be in favor of increasing benefits and 
the taxes at this time # 

Secretary Fotsom. I do not think that I would be in favor of an 
across-the-board increase now. 

As I pointed out in the statement, people who are retiring now are 
practically as well off as those who retired in 1954, were then, because 
of the fact that the benefits in the last few years for people currently 
retiring have been based approximately on current earnings. This is 


because of the drop-out feature—the provision that up to 5 years of 


low earnings may be dropped from the benefit computation, The 
benefits have gone up steadily since 1954. The purchasing power of 
the benefits received by the people who are now retiring compare 
favorably with the purchasing power of the benefits that were paid 
in 1954 to people who were retiring then. Benefits to people currently 
retiring have gone up more than the cost of living has gone up. 

Mr. Hertona. I read some figures on that. 

Secretary Fotsom. The system, I would say, is in pretty good shape 
for the people retiring now, so that there is no need for increasing 
benefits unless you want to take the position that the whole system 
should pay a higher percentage of earnings in benefits, and I do not 
think that that is the case. 

I think the system is in good shape across the board. 

Also I think you should hesitate to increase taxes unless there is a 
very strong case built up for increasing the benefits, for the simple 
reason that the present system, when it reaches its maximum cost, is 
going to call for 8% percent of payroll tax from employer and em- 
ployee combined and 63 percent on the self-employed. 

1 think we ought to think very carefully before increasing the tax 
beyond that level. 

Mr. Herione. Getting to specific cases, one of our colleagues on the 
committee has introduced a bill for a 10 percent across-the-board 
increase in benefits and tax sufficient to finance it. 

You then, I take it, would not be in favor of that bill? 

Secretary Forsom. No, I would not. I would say that, if we plan 
to consider a broad increase in benefits and taxes, I think it ought to 
be very carefully studied by an advisory council as in the past. 

In the past, before any drastic changes were made, they were studied 
by an advisory council who looked at these problems objectively from 
various viewpoints. 

Also since we have the Advisory Council on Financing working on 
the problem, we ought to get the report of that Council before making 
changes. 

Mr. Hertona. You do not feel that there is any need for apprehen- 
sion by reason of the fact that the trust fund is shrinking at this time? 
There is no reason for any long-run apprehension ? 

Secretary Fo.som. I would feel better if it were not shrinking. I 
think there is a question whether we should not get more money out 
of the people currently rather than putting more of a load on the 
people in the future. But as I pointed out in my statement, there is 
certainly no cause for concern about the long-range soundness or 
strength of the system. 








20 SOCIAL-SECURITY LEGISLATION 


Mr. Herione. Thank you. 

The Cuatrman. Mr. Baker will inquire, Mr. Secretary. 

Mr. Baxer. Mr. Secretary, at page 15 of your statement, the third 
sentence, you say : 


It has never been generally considered a desirable objective to pay benefits to 
people who continue to have a large amount of earnings from employment. 


Then you say in the last sentence in that same paragraph: 


I think it would be highly undesirable to increase the cost of the program in 
order to pay benefits to people who are working and earning substantial income. 

Now, I have been concerned about this work clause ever since I have 
known anything about social security. I have assumed, other than 
the basic philosophy that you stated, that the main reason has been, 
let us say, No. 1, the cost. I am not sure that that is No.1. No. 2 is to 
discourage further employment in the labor market. 

Now, since we brought everybody in but the doctors, practically 
everybody, I am thinking about the legal profession; a law yer now 
pays about $130 to $140 a year. W hen he gets to be 65 he is in the 
prime of his life. I use that largely as a case example. 

As far as the practice of law is concerned, that man at 65 is worth 
more to the public than he was certainly at 40 or 50. That bothers 
me. It seems to me that something ought to be done very substantially 
along those lines. Without me expressing my views, W ould you express 
yours and tell me if the Advisory Council is thor oughly studying that 
point? I do not mean just lawyers. I used that as a case example 
but probably the best example. 

Secretary Fouisom. I do not think it is typical. I do not think that 
you can say that the great bulk of people for eas this system was 
designed are in their prime at age 65. 

Mr. Baxer. Let us say that it is not typical. 

Secretary Fotsom. There is no work test at all for people who are 
age 72 or over. 

To get to your basic question, though, this system in the first place 
was designed to protect people against loss of income. It was never 
intended to provide an endowment policy. In other words, a good 
comparison is whether you wanted to buy a life-insurance policy or 
whether you wanted to buy an endowment at 65. 

If a person wants to get income at 65, there are plenty of ways to 
buy an annuity policy. 

Mr. Baxer. You are just opposite to my thinking. Let us take the 
case of the lawyer who pays $125 a year. A boy 25 years old just out 
of college has to pay for 40 years. Forty times 125 would be $5,000. 
He has paid out $5,000 plus the interest on that money and yet he has 
to quit to get a dime of that back or wait until he is 72. Do you think 
that is fair? 

Secretary Forsom. You have forgotten the survivorship protection 
which he has had all that time. It would be quite expensive to buy 
that protection in the market. 

Mr. Baxer. Let us get to specific cases. 

You say “a large amount of earnings” and then you say “substan- 
tial income.” I am sure you do not consider $1,200 a year either a 
large amount of earnings or substantial income. 

Secretary Forsom. No. 
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Mr. Baker. I am quoting your words. 

Secretary Forsom. Yes, I know. 

Mr. Baker. “A large amount of earnings for employment” or “earn- 
ing substantial income.” You would not put $1,200 a year in either 
of those categories. 

Secretary Fotsom. The point is that if you pay benefits regardless 
of retirement you are going to have to increase the cost to everybody. 

My contention is that you should not increase the cost, nor should you 
cut down the benefits which you might otherwise give. 

Mr. Baxer. What would it cost to increase it to $2,400? 

Secretary Fotsom. It would cost nine-tenths of 1 percent of payroll. 

Mr. Baker. Nine-tenths of 1 percent ? 

Secretary Fotsom. To go to $2,400. Of course, if we eliminated the 
retirement test entirely, it would cost 1.15 percent. 

If we are going to increase taxes by 1.15 percent of payroll, I would 
say there is a lot you could do to help the great mass of people who 
are not earning money. The test is whether they are earning money. 
The people not earning money would not get any more in benefits, 
and yet covered workers would be paying higher taxes. 

Mr. Baker. What would it cost to lower the age 72 to 70? 

Secretary Fotsom. That would cost 0.17 percent of payrolls, about 
one-fifth of 1 percent. 

Mr. Baker. What was the other figure on $2,400 ? 

Secretary Foursom. That was 0.9 percent. That is almost 1 percent. 

Basically, eliminating or greatly liberalizing the retirement test 
would not be in keeping with the philosophy of the whole system. 

In 1954, we liberalized the earnings test to overcome the sharp 
borderline. Up to that time when a person reached 65 if he earned 
over $95 a month he lost all his benefits. This plan now is more flex- 
ible. You can argue whether the amount of excess earnings that 
causes benefits to be withheld ought to be changed from $80 to $100 
ina month. But basically I think the present system is sound. That 
is one of the things which a general advisory council should go into 
carefully. 

I know it is one of the questions raised oftenest and I think there 
is probably misunderstanding about it. 

Mr. Baker. When you reverse the benefits it does not seem fair to me 
that professional people, doctors, and lawyers, should have to either 
quit work at 65 at the prime of their lives or wait until they are 72 
to get any benefits when a lot of them are going to be dead by that 
time. 

Secretary Fotsom. Of course, as far as society as a whole and the 
Government 

Mr. Baxer. Then the whole theory is to tax these professional peo- 
ple to help society as a whole? 

Secretary Fotsom. No; I would say that our concern for this system 
is that it should provide a basic minimum protection for people in their 
older years. 

If a person is fortunate enough to be able to work to age 70 and 
have no loss of income at all, it seems to me that there is no obliga- 
tion on the part of society, to give him additional income. 

That is the basic philosophy. 

Mr. Baxer. This subject interests me tremendously. 
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Here is a man with an independent income of $6,000 a year from 
investment, but no earned income and he can draw this social-security 
benefit at age 65, can he not? If I am wrong, tell me. 

Secretary Forsom. If the people knew when they started out in life 
who was going to be in that category and who was not, they could 
do something about it. 

When a person at age 20 starts to work, he does not know which 

category he is going to be i in. We cannot make any distinction among 
people as to who is going to be covered and who is not going to be 
covered on the basis of whether they will have investment income after 
age 65. 

Mr. Baxer. That last statement seems to imply that it is voluntary, 
but it is mandatory. I recognize that to make a universal program 
fiscally sound, it has to be mandatory. I used to think we could make 
it voluntary, but I see that from the standpoint of the whole system 
we cannot. 

It seems that there are a few inequities that are so big that they 
ought to be thoroughly explored by this advisory council. Lawyers 
and doctors and architects talk to me about that. 

Secretary Fousom. They are probably concerned also about the 
matter of the Jenkins-Keogh bill, which is a different matter. 

Mr. Baxer. The Jenkins- Keogh bill would not relieve this inequity 
here. The fact of the matter is that they are being taxed $125 or $130 
a year to help the general public. If that is what it is, that is one 
thing. 

Secretary Foisom. It helps them,.too, because these people are get- 
ting the protection of the survivorship benefits right along and that 
costs money. It is just a question of whether you would be justified 
in charging an additional tax on all the other people of whom very 
few would benefit in order to pay benefits to people who continue to 
work after 65. 

I think as far as public policy is concerned, the present system is 
pretty good, although there might be arguments as to whether it might 
bec hanged a little here and there. 

Mr. Baker. Would it not work to have an additional tax just on 
people who would like to continue to work? Would it involve a high 
tax to do that ? 

Secretary Fotsom. Well, it would depend on what the person would 
want. He can get all sorts of private insurance to take care of the 
situation. 

Mr. Baker. I am not talking about private insurance. Iam talking 
about social security. 

Suppose this young lawyer or architect or professional man, when 
he first enters the system say, at age 25, would be offered an option of 
just paying the regular tax or to pay an additional tax upon which, 
when he is ready to retire at age 65, he can stay on and earn. Is that 
completely out of line with the: thinking and concept of this insurance 
system ? 

Secretary Forsom. Of course, it might be feasible to do it. Probably 
it would be difficult to administer but I do not see any reason why 
system like that cannot be administered. 

As a rule, social insurance systems have not functioned very well 
with optional provisions, but 1 would not want to say that it could 
not work. 
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Mr. Baker. At the moment, then, you would oppose raising this 
$1,200 work limitation at all? 

Secretary Forsom. Yes, I would. 

Mr. Baxer. That is all. 

Secretary Fotsom. I do not say that there might not be some details 
of it that could be changed, but I would not want to go into that now. 

On the whole, I think it is in pretty good shape. 

Mr. Baker. All right. 

The CuatrmMan. Mr. Curtis will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Chairman. 

First, I would like to think through the atmosphere a bit In line 
with Mr. Forand’s remarks or insinuations, I gathered that he sug- 
gested there might be some holding back on the part of the adminis- 
tration. I believe, in fact I am sure it was this particular committee 
that put the provision for this advisory council into the present law. 
We did not hold hearings, but the Senate held very extensive hearings 
which, in my judgment, we should have held, but in 1956 we created 
this Advisory Council on Social Security Financing. I direct the 
attention of the gentleman from Rhode Island, if I may, to the fact 
that this very committee wrote in the social security extension of 1956 
the creation of this advisory council and then asked the council to 
report not later than January 1, 1959. Therefore, I believe that we 
ourselves felt that after all these extensive modifications that we have 
made in the social security law that it was very important to get this 
report in before we did much additional. So I think it would be quite 
unfair on our part to insinuate at all that the administration is the 
one that is holding back. 

I think we all want to receive that report and in light of that re- 
port, particularly with this unpredicted decline in revenues and the 
fact that we are actually paying out more than we are paying in, want 
to be sure. 

Would the gentleman agree ? 

Mr. Foranp. I do not care where you place the blame. I want 
action. 

Mr. Curtis. I appreciate that. I do not think it is a question of 
blame. I think it is a question of being sure. I know that the gentle- 
man is just as concerned as I am in being sure that when we go ahead 
in this area that we go ahead carefully and know what we are doing. 

I would also make this comment, because the insinuation seemed 
to be that this administration was holding up or, as the words were 
used, “those who were opposed to social security.” It is a matter of 
fact that a Republican Congress under a Republican administration 
extended the social security law more extensively, I believe, than at 
any other single time. That does not mean that we are claiming credit 
for that. All I am saying is that that certainly refutes any charges 
that this administration or Republicans on this committee are dragging 
their feet in trying to improve the system. 

Mr. Foranp. Will the gentleman condone the idea that it took 10 
months to get a report on the bill introduced by a member of this 
committee 4 

Mr. Curtis. I will say that I have had bills that have taken that 
long. I do not condone that because I like to get early reports on my 
bills, too, but I do know this, and I know that the gentleman will agree, 
that it is a rather common experience of this committee, whether it 
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is this administration or a previous one, that we sometimes do not 
get reports on our bills as quickly as we would like. 

Mr. Foranp. But it still is not good. 

Mr. Curtis. It depends on the ¢ circumstances, of course. Many times 
the delay has been explained. I wanted to make that comment because 
I think it is very important. 

I might say that if we did what I think we were intending be done 
by making the date of that report January 1, 1959, getting this out 
of an election year, we would be acting wisely. I think we all agree 
that we best handle these welfare matters outside of the political at- 
mosphere if we can. It would be a very happy thing if we, the Con- 
gress, would forgo a political election year without going into some- 
thing in this area. I think what we do do will be a ‘Jot more solid if 
we do it in an off-election year 

Mr. Foranp. But if the gentleman is impugning political motives 
tome I resent it. 

Mr. Curtis. I am not impugning motives to the gentleman. I was 
answering the gentleman’s statement which I felt was putting it on 
the basis that maybe there was dragging of feet and stating that that 
was not so because there is a deep concern about the intricacies 
of the problems involved. Having gotten the subject back on that 
basis, I would now like to take one further step on the specific pro- 
posals of surgical care and hospitalization. 

I believe the Secretary pointed out that there are other areas where 
things are being done to meet this problem. TI believe the Secretary 
recognized there is a problem which we have as to the cost of medi- 
cation and hospitalization among old folks, is that right? 

Secretary Fotsom. Yes, sir. 

Mr. Curtis. One area which I did not hear you mention but which 
T wanted to point up is this. You are aware of some of the proposals 
and I think your Department has been in on the proposal to do some- 
thing in the area of nursing homes; am I correct ? 

Secretary Fotsom. Yes, sir; there has been a great increase in the 
number of nursing homes in reeent months. 

We had a conference a few months ago of people representing nurs- 
ing homes throughout the country. There has been a steady and quite 
substantial increase in the number and character and in the accommo- 
dations provided and we think considerable progress is going to be 
made in the next few years. 

Mr. Curtis. I wonder if I could state a principle and then see if 
this is in accord. As I understand, the nursing home costs about 
one-fifth of what hospitalization costs. Yet many ‘times, because there 
have not been nursing home facilities available, the old person had 
a choice of either staying at home and getting no treatment or going 
to the extreme of getting full hospitalization which is five times as 
costly as what it would be if he had the facilities that he really needed. 

Is that cost estimate about right ? 

Secretary Forsom. I would not want to give exact figures on the 
cost but I think it is substantially correct. I would say that our 
Public Health Service people have felt for some time that the cost of 
medical care especially among older people can be cut quite a bit if 
they go to the convalescent or nursing home rather than the hospital. 

That is why the Hill-Burton law was amended 2 or 3 years back to 
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provide aid for nursing homes and convalescent homes. There have 
been qiute a number built under that amendment. 

Mr. Curtis. Those, of course, were public. 

Incidentally, I have a bill in to try to extend the FHA to the private 
nursing home area, trying to do the same thing in that area. 

Secretary Fotsom. The Hill-Burton amendment will cover private 
nonprofit homes, too. 

Mr. Curtis. Does it cover them ? 

Secretary Fotsom. Yes. 

Mr. Curtis. It was my understanding that it only covered those 
which are nonprofit. I am talking about the private in the sense 
that there could be a profit. 

Secretary Forsom. They would not be covered under the Hill- 
Burton amendment. We are studying this whole business. It is a 
very important field. 

Mr. Curtis. I feel that a great deal can be done in this area and 
also I might say in extending the visiting nurse type of program for 
these people. 

Incidentally, would this not also relieve in some degree the over- 
loading of our hospitals because we would not have these , people there ? 

Secretary Forsom. Yes. There are so many people now who really 
do not need expensive hospital care but who are in hospitals, and who 
would probably be better off with other types of arrangements. 

Mr. Curtis. I would like to call to the Secretary’s attention, al- 
though this is not before the committee, the information I received 
that many of our private nursing homes are really old facilities built 
for another purpose which have been adapted to nursing homes; for 
example, an old mansion. 

I have been told that these people could charge almost one-third of 
what they presently charge if they had a building that was de- 
signed and built for the particular purpose of taking care of old 
people. 

That would be another area where we could save considerable money 
for these people. 

Mr. Chairman, the comment I would like to make, if I may, and the 
suggestion for our committee that I would like to make, if I may, is 
that inasmuch as we have only one phase of the problem of old people 
particularly in this area of hospitalization, surgical and so forth, that 
we well might get a report from our staff of ‘what is being done by 
other committees and what is being done in other areas to meet the 
same problem. I think that we certainly do not want to go at it 
through the social security program if it could be better handled 
through some of these other programs. 

I do not know how our committee will gather that information 
unless we might do it through a staff study. 

Incidentally, I might ask the Secretary, would you think that it 
would be advisable for our committee to gather that kind of in- 
formation ? 

Secretary Forsom. I think it would be. 

The Cuarrman. Mr. King of California will inquire, Mr. Secretary. 

Mr. Kine. Mr. Secretary, would it be possible for you to assure the 
committee that the advisor y council’s findings will be available, say, 
early in January of next year? 
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Secretary Forsom. Yes, I am certain of that because they are mak- 
ing very good headw: ay. 

1 might say that it is a very able committee which we were able to 
get together. I asked 12 altogether and had acceptance of everybody 
except 1, who, because of a personal situation, could not take the 
time to do it. It is the group that I originally had in mind with 
that one exc eption. They have two subcommittees which are meet- 
ing this July. They expect to have a tentative report out in early 
fall and — assure me that they will have the final report by the end 
of the year. It is a matter which we are very glad to have these 
people go no very thoroughly. 

Mr. Krve. They will make, will they not, specific recommendations? 

Secretary Forsom. Yes, they will—just on the finances. They will 
not go into the questions of benefits. 

The scope of their studies includes, as I pointed out, the question 
of the wage base, the question of whether the tax rate should be 
stepped up in advance of the dates for the next increase—that is, to 
make it 3-year intervals instead of 5-year intervals—or whether we 
ought to increase taxes all along the line. Also they will go into the 
question of whether the assumptions which our actuaries make are 
sound. Because everything depends on the assumptions in making 
the long-range estimates, we want the council’s view as to whether 
they are sound or not. 

Mr. Kine. Mr. Secretary, opponents of social security and similar 
plans die hard and throughout many years in this committee T have 
tried as best I could, along with other members, to put down some 
of the accusations. For years we were confronted with the statement 
even from some Members of Congress that the money in this social 
security fund was being squandered and that it had been dissipated 
and that in time the taxpayers would have to take up this deficit. 
That lias been pretty well put to bed. 

Now a new one has come along. In the past few weeks, as you 
might know, we have ever so many letters generally starting out 
critically with the proposal of our distinguis 1ed colleague, Mr. 
Forand, and going on in this one specific case of re presenting the 
social security system as being actuarially unsound and stating that 
either reserves are perhaps one-third, or even, a few letters state, one- 
fifth the amount required for private benefit or insurance. 

I would like you to comment on that, Mr. Secretary. 

Secretary Fortsom. Well, I am glad to note as you have that this 
question of squandering the trust fund has pretty well died down, 
because people realize that these funds have to be invested somewhere 
and the safest investment to put them in in this country is United 
States Government bonds. If vou take the private insurance com- 
panies, you will find that a pretty high pe reentage of their funds are 
invested in United States Government securities. I do not think we 
have to worry about that point. 

Lately there has been some propaganda that the fund is consider- 
ably short. I have even heard a figure as high as $300 billion that 
some people say it is shert. Of course, there is just no basis for a 
statement of that sort. 

One thing that people forget is that a Government social insurance 
system is different than a private system. The Government can verv 
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well afford to say that we do not need to tax the full 8 percent now. 
We do not need the money. We are going to tax at a 44% percent rate 
now and gradually increase to 81% percent later when we will need it. 

An insurance company selling a policy to the individual cannot 
assume that 5 years from now the insured is going to pay an increase 
in his premium or that 10 years from now he is going to pay another 
increase. He may even drop his policy and therefore not pay any- 
thing at all. Therefore, they have to have the full reserve to take 
sare of all their accrued liabilities up to date. 

We can depend on the Government to maintain a system of this 
sort and can certainly say that some time those tax increases will take 
effect, that we are not going to deprive the people of the benefits to 
which they have contributed, and that the system will remain in 
effect into perpetuity. 

In that way the two plans are different. 

I would say that, as the trustees have pointed out, while we are 
having this deficit for the next 3 or 4 years which we did not antici- 
pate—and it would be better if we did not have it—looking ahead to 
the future the temporary deficit will have no effect. We are paying 
out about $8 billion a year now. A deficit of $4 billion or $5 billion 
over 5 years is a small amount over the total life of this system. 

On the other hand, it does not mean that we ought not to think 
at all about the financing of the system. As I said in my statement, 
it is a question as to whether it is desirable for people in the next 
5 years not to pay in as much as we are taking out of the system, even 
though the fact that they do not is not going to have much effect in 
the long run. 

Looking ahead over the long run, when you get the system within 
about a half of 1 percent of payroll of being in balance as in our best 
estimates, it shows us in pretty good financial shape. 

Mr. Kina. It is a pretty healthy situation. 

Secretary Fotsom. We do not have to lose any sleep over that. 

Mr. Kina. In other words, would it be fair, Mr. Secretary, for me 
to say that if it would be possible that a private enterprise was con- 
ducting the affairs of what we now call our social-security program 
and it was in precisely the same actuarial condition that 1t 1s today, 
we could say that that private program was secure and sound ? 

Secretary Forsom. Yes, assuming that all other conditions—such 
as compulsory coverage in the future—were the same. 

Mr. Kine. That is all. 

The Cuatrman. Mr. Secretary, you are, of course, aware as I am 
of the fact that recently in another body an effort was made to obtain 
approval of an amendment in the field of public assistance. It is 
my understanding that the amendment failed to carry by a tie vote 
for the reported reason, at least, that I read in the paper, that this 
matter should originate in the House in the appropriate committee 
of the House which was either considering or proposed to consider 
this overall matter. In the event that it should be deemed advisable 
by the Congress this year to move in the area of increasing public 
assistance payments to the States on some 5 different formula from 
than in existing law, with respect to the aged, the disabled, the blind, 
and the depe dent children, is it your thought that we should not 
proceed on the basis of the last several increases but that we should 
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this time, if we are to do it, proceed to enact what you have discussed 
in your paper here, and w hich I shall term for the lack of a better 
name, a var lable grant ? 

Secretary Fotsom. Yes, that is correct. 

The Cuamman. What are the details of your suggestion, if you 
may give them to me briefly, for a variable grant ? 

Sec cretary Forsom. Well, I might say that as you know the present 
formulas expire June 30, 1959. We have not presented any suggestion 
now, since we are working on it and will make suggestions before that 
expires, but, in brief, the variable grant is part ‘of many grant pro- 
grams. For the States that have a lower per capita income the grant 
is on a higher basis than for the States with the higher per capita 
income. 

That is generally what we mean by variable grants. 

The Cuarrman. Congress has in the past been requested to enact 
such a variable grant program, I assume, as you have in mind at the 
moment, with some variations perhaps. In the past the Congress has 
always preferred to amend the law so as to make equal among all the 
States the increase in Federal funds for the States for these purposes. 

In the event that it would still be the will of the Congress not to 
follow the method of a variable grant, what then would be the situa- 
tion, not implying that you are necessarily in favor of doing any- 
thing; that is, I am not trying to read into this something you ‘do not 
want me to find in your st: itement, but what suggestion would you make 
te us, if action should be taken in this as to how it should be done? 
If Congress should decide not to follow the idea of the variable grant, 
would you recommend to us that we do it on the basis of the amend- 
ment which was suggested in another body or in another way that 
would deal more equitably with the States, in your opinion, of pro- 
viding for such an increase ? 

Secretary Fotsom. Of course, we are hoping that the committee will 
study all the facts which we will be very glad to present to them. It is 
such a complicated technical thing, and we would be very glad to 
present the facts. 

I think you will realize that there are some new factors which have 
come in in recent years which will argue against the present system. 

The point I mention is that, looking ahead to the future, a higher 
percentage of people on old-age assistance are going to be receiving 
old-age insurance. If they are receiving $65 or $70 or $80 in old-age 
insurance the supplemental assistance grant they will receive will very 
often be a small amount. Under the present formula the Federal 
Government would pay 80 percent of that small amount. The indus- 
trial States will benefit particularly because most of their people will 
be receiving old-age insurance. The Federal Government will come 
along and be paying 80 percent of a small supplemental benefit and 
the State only 20 percent. 

That is not a fair proportion between the Federal Government and 
the high-income States. That is a factor which has come into the 
picture only in the last few years—after these amendments were first 
adopted. 

I am hoping that the committee is going to consider all of those 
aspects, this being just one of the aspects, before they make this deci- 
sion. 
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If they do not go to variable grants there are other things which 
might be done in addition; for example, to bring medical care costs 
into the payments and put them all together in one item which would 
simplify administration considerably and bring in the averaging 
principle. 

I think there are several things like that which we would like to dis- 
cuss with you rather than just to extend the present act and put on 
an additional amount. 

The CuairmMan. What is the objection, if you do not mind telling me, 
to this type of a formula, and, frankly, I think there are objections to 
it: A formula that would retain four-fifths of the first $30, two-thirds 
of the next $15, and then 30 percent, or one-half, of the next $25, 
making a total payment of $70 available for Federal matching in some 
form or other. What would that do? Would that treat all the States 
equitably, or are there objections to it that could be made in behalf 
of some State ? 

Secretary Fotsom. I think we have an estimate on the cost of that. 

The CHarrMan. It is around $200 million. 

Secretary Fotsom. It is $269 million a year, I think. 

The Cuarran. If you add aid to dependent children. 

Secretary Forsom. Mr. Schottland might just indicate the report 
that we have made on that. 

The CuHairman. You are including aid to dependent children ? 

Mr. Scuorrianp. The formula which you mentioned would cost 
$200 million a year if limited only to old age assistance, aid to the 
blind and aid to the totally and permanently disabled. It would be 
$269 million if the same type of formula were applied to aid to de- 
pendent children, We would like to point out that the overwhelming 
proportion of the $269 million would go to a few States. For example 
California would get $25 million of that amount. New York and other 
high income States would get a very substantial amount. It seems 
to us that, if such huge additional sums are to be spent, they ought 
to be spent in relation to the need of States rather than merely 
reimburse State treasuries in the high income States. 

The CHarman. I have in mind that these could be raised as objec- 
tions to that particular suggestion. What would it cost to increase 
across the board for the three programs by $5 and for aid to depend- 
ent children by $3? What is your estimated cost of that? 

Mr. Scuotrianp. It would cost roughly about $50 million to in- 
crease the maximum by those amounts. 

The Cuarman. Perhaps I have not made myself clear. What 1 
am talking about would cost far more than $50 million. If we supply 
across the board $5 more than we now provide in the three categories 
of aged, blind, and disabled, and $3 in aid to dependent children, what 
would the cost be? In other words, where we now have the formula 
of four-fifths of the first $30 it would be, for example, twenty-nine 
thirty-fifths of the first $35. How much would that cost? 

Mr. Scuorr.ianp. Well, if I am not mistaken, on that basis if we 

ive $5 across the board for every one it would be roughly in the neigh- 
eee of $150 million. 

The CHarrman. With $3 for aid to dependent children, I think 
you will find that together they will cost around $250 million. 

Secretary Forsom. It would be $230 million or $240 million. 
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The Cuatmman. Would you supply the accurate figure for the 
record ? 

The information referred to follows: 

The estimated cost would be approximately $258 million. 

The Cuairman. If there were a $4 increase in these categories and 
a $3 increase in aid to dependent children, what would that cost? 

Mr. Scuorriann. We will supply those figures for you, Mr. Chair- 
man. 

(The information referred to follows :) 

The estimated cost would be $225 million. 


The CuHarrman. What would be the cost. of the variable grant 
formula that you have in mind, Mr. Secretary? Would that be 
around $240 million ¢ 

Mr. Scuorr.anp. That would depend, of course, on where you put 
what you call the pivot point, that is what determines what the 
total Federal reimbursement would be. Roughly speaking, quite an 
adequate program could be developed running anywhere from $250 
million to $285 million or some types of variable grant programs can 
be designed from $150 million. 

The Cuatrman. Could you give me some idea of the variation in 
the pivot points you are talking about that would have that effect. 

Mr. Scuorr.anp. It would be where the total Federal cost for all 
programs might run anywhere from 51 or 52 percent. to 60 percent for 
the average total matchable cost. 

The Cuarrman. Mr. Secretary, did you make any recommendation 
in your statement with respect to increasing the ceiling on maternal 
and child health and on crippled children and child welfare? 

Secretary Forsom. I did not take a position in regard to the ceil- 
ing. I simply said we wanted to remove this limitation as far as 
rural and urban are concerned. I did not get into the question of 
what the ceiling should be. 

The Cuamman. The rural and urban problem has to do with which 
of the three programs? 

Secretary Forsom. The child welfare. 

The Cuarman. At the moment what is that? Is that a ceiling of 
$12 million ¢ 

Secretary Forsom. Mr. Schottland. 

Mr. Scuorrianp. The present ceilings are $1614 million. 

The CHarrman. Let us get them together. 

Materal and child health is $1614 million ? 

Mr. Scuorrnanp. Yes. 

The Cuamrman. Child welfare services is what amount? 

Mr. Scuorriann. $15 million. 

The Cuarrman. That is a $12 million ceiling and a $10 million 
appropriation. 

Mr. Scnorrianp. That is correct. 

The Cuamman. On your services to crippled children the ceiling is 
what amount ? 

Mr. Scnorriann. $15 million. 

The Cuarrman. Mr. Secretary, if we make the change that you 
suggest for inclusion of urban in child welfare services, would that 
not mean there would be a reduction without an increase in the ceiling 
of the amount now available for this service in rural areas ? 
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Secretary Fousom. I will ask Mr. Schottland to comment. He is 
quite familiar with this program. 

Mr. Scnorr.anp. Our position on that, Mr. Chairman, is whatever 
the fund made available by the Congress for the child welfare pro- 
gram the States ought to have maximum freedom to utilize those 
funds wherever the problems seem to be the greatest and that if they 
wish to shift funds from one area of the State to another, we ought to 
give them that flexibility. Particularly is this true since the “child 
population itself over a period of years has been shifting from rural 
areas to cities, with the cities having an increasingly larger proportion 
of children so that the purpose of this amendment would be to give 
the State maximum flexibility in the use of whatever funds are made 
available by the Congress. 

The Cuamman. But the effect of it would be, if the ceiling remains 
the same, to take from the program in the rural area to the extent of 
the addition in the urban area. Can we not get around that problem 
by making available the service in urban areas recognizing that, if we 
do it and do not diminish the service within the rural area, that it 
will be necessary for us to increase the ceiling ¢ 

Mr. Scuorrianp. I think it would be necessary to increase the 
ceiling if you wanted to keep exactly the same service. 

The Cuarrman. How much would it require in the way of an in- 
crease in the ceiling to add the urban to this program and not 
decrease the services in the rural areas ? 

Mr. Scuorrianp. I do not think we can give an arbitrary figure 
on that because it would depend upon what programs the States want 
to establish in the urban areas. 

The Cuarrman. You have no estimates based upon conversations 
with States on this problem ? 

Mr. Scuorrianp. Well, we do have estimates of what they think 
that they would like. We would be glad to furnish those estimates 
for the record. 

The Cuatrman. If you will at this point in the record, I think it 
would be helpful. 

(The information referred to follows :) 

We estimate that it would require an increase in the present ceiling ($12 
million) of about $4%4 million, namely a ceiling of $1614 million to add the 
urban areas to this program and not decrease the services in rural areas. 

This estimate is based on State reports of expenditures of Federal child 
welfare funds for the fiscal year 1957. Applying the same proportionate ex- 
penditures to the higher appropriation in 1958, we estimate that the States are 
currently spending $10 million of which $4,640,000 is for local services in rural 
areas. The amount added for services in urban areas, namely $6,500,000 would 
provide the same average expenditure per urban child as the estimated average 
expenditure per rural child. Thus the estimate of $1644 million holds constant 
the estimated expenditures for rural services under the 1958 appropriation of 
$10 million and adds $614 million for urban areas. This estimate would not 
provide for any expansion of services in rural areas. Finally, it would treat 
urban children on an equal basis with rurai children in relation to the expendi- 
ture of Federal funds. 

Mr. Cuairman. Mr. Secretary, we are in the realm of speculation, 
as is clearly understood, but in the event that it should be deemed 
advisable by the Congress to proceed to increase the Federal contri- 
bution for public assistance, can we justify doing that and not pro- 
vide some increase in the area of OASI ¢ 
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Secretary Forsom. As I pointed out, I do not think you would 
necessarily have to do anything for the people who are retiring now, 
or those who are are going to retire in the near future because their 
situation is in pretty good shape. 

The question would arise, though, as to whether you should not do 
something for the people who retired in previous years, prior to 1954. 

The Cuamman. Those that retired prior to 1954? 

Secretary Forsom. As I pointed out, they have been affected by 
the cost of living. They have not had the benefit of the improved 
wage conditions in rec ent years. : 

The Crarrman. Cert: ainly the situation of those people may have 
become just as acute as the situation of anyone else due to rises in 
cost of living between 1954 and now, and, you are, I think, saying 
that, if we should decide to increase public assistance payments, we 
should not be unmindful of this group under OASI that retired prior 
to 1954, to say the least. 

Sect retary Forsom. Yes, we brought out the facts on that group. 

The Carman. I know that you covered that and I think you have 
done a very fine job of pointing out their problem. 

Mr. Secretary, I am pleased that you did take time to discuss this 
matter of the $1,200 limitation on outside earnings from covered 
employment. That is what it amounts to, is it not? 

Secretary Forsom. Yes, sir. It is a limitation on all earnings. 

The Cuarrman. You state that it would be unwise for the earnings 
limitation to be increased. Frankly, I have thought that we should 
maintain this program as much as possible on the basis of the orig- 
inal concept that it is to take care of a situation that arises from 
retirement. The present figure of $1,200 is much higher than the 
original figure of $15 a month, as I remember. We have moved 
in the direction of increasing it over the years, but it is your opin- 
ion now that we have reached the maximum of what we should pres- 
ently consider as a ceiling ? 

Secretary Forsom. There might be some technical changes to be 
made which we can explain later, but, on the whole, the present 
situation seems all right. 

The CHarrman. Mr. Secretary, on the basis of your discussion of 
the wage base, I am led to ask this question: What would be the 
height of the wage base if we had the same percentage of total em- 
ployment covered today that we had when the program was orig- 
inally enacted and at that time the base was $3,000? We later 
chan ged it to $3,600 and later to $4,200. 

Sec cretary Foisom. It would be quite a little higher. 

The CHatmrMAN. Would it be somewhere in the neighborhood of 
$6,000 ? 

Secretary Forsom. It would probably be higher. $3,000 was some- 
what high in relation to wages at that time. 

The CHarrMan. $3,000 covered about 80 percent, did it not? 

Secretary Fotsom. I think it was more than that. 

We can give the detailed figures on that. 

The Ciaran. I wish you would at this point in the record so 
that: we may have some idea of what the relationship is. 

(The information referred to follows :) 


In 1938, the first year for which complete information is available, 97 per- 
cent of all covered workers had all their wages covered under the $3,000 wage 
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base then in effect. A wage base of $8,800 would have been needed in 1957 
to cover all wages of the same percentage of covered civilian employees. 

Over 94 percent of regularly employed civilian male workers had all their 
wages covered in 1938. A wage base of $8,700 would have been needed in 
1957 to restore this relationship. 

Secretary Fotsom. We departed from that concept when we made 
the change to $3,600 in 1950 and $4,200 in 1954. The percentage has 
never again been as high as it was when we had the $3,000 to start 
with. 

The CuatrmMan. If the wage base were increased from $4,200 to 
$4,800 we would pick up in receipts for the fund considerable 
moneys. What would the percentage of payroll be! 

Secretary Forsom. 0.23 percent of payroll, almost one-quarter of 
1 percent. 

The CHarrMan. Would it be possible for us to provide for as 
much as an 8 or 10 percent increase for those under social peer 
who retired prior to 1954 at no greater expense to the fund than 0.2 
percent of payroll ? 

Secretary Fotsom. Yes, it would cost 0.05 percent of payroll to do 
that. 

One reason for the low cost is that it is for a limited period. Peo- 
ple who retired prior to 1954, of course, will soon be dropping 
out. 

The Cuarrman. Then the thought that you bring to our attention 
with respect to this group of individuals at least could be included in 
any program at the present time that provided for an increase in the 
wage base from $4,200 to $4,800 without doing harm to the fund ? 

Secretary Forsom. If you did those two things alone you would gain 
quite a little for the system. 

The Cuarrman. So that that could be done and the fund itself still 
be actuarially sound ¢ 

Secretary ‘Fotsom. You would gain in the long run. You would 
not gain in the next 3 or 4 years 

The Crairman. I understand that. 

Secretary Forsom. In fact, I think there would be some gain in 
the next 4 or 5 years. 

The Cuarmman. If we raised the wage base to $4,800 what would 
the maximum benefit, under your suggestion, amy to be on the basis 
of that wage rate? I understand that it is $108.50 now on the basis 
of $4,200. 

Secretary Fotsom. It would be $118.50. 

The Cuarrman. What is the maximum overall family benefit? 

Secretary Fotsom. It is $200 now. 

The CuarrmMan. Would that have to be raised, too ? 

Secretary Forsom. That would go up, too. 

The Coarrman. What would the figure be on that ? 

Secretary Fotsom. It might be raised to $220. 

The Cuarrman. Are there any further questions? Mr. Curtis. 

Mr. Curtis. In line with the questions on this particular subject 
of people who retired after 1954 and there being an adjustment on an 
equitable basis, how about the people who retired on their own private 
pensions and have not received social security because of the social 
security limited coverage in the days when they were active in the 
labor market? They w ould not benefit from this at all. They have 
suffered from the same causes, have they not? 
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Secretary Fotsom. Many people have been affected by inflation and 
the rising cost of living. 

Mr. Curtis. The reason I raised that is because this would antici- 
pate putting a charge on the present working force to pay additional 
amount to these people who are retired and yet in the present working 
force are people who actually are helping take care, through private 
means because of relationships and otherwise, of these people who do 
not get the social security benefit and are on retired basis. So I 
think, if we are talking about equity, we ought to weigh all groups of 
people here lest we hurt further a group which has never had any bene- 
fit at all. 

Secretary Forsom. But in a Government plan of this sort, it is 
recognized and has been recognized in all provisions that have been 
made in the past, that when we make provision for changes in bene- 
fits for the future we generally go back and pick up the people who 
retired in the past so that they are brought into line with the people 
retiring in the future. 

Mr. Curtis. But that still places a burden on your present work- 
ing group and this is not said in any sense as adverse criticism but 
as a comment that the people who have been on social security to date 
have paid in roughly $1 and got $100. 

Secretary Forsom. That is a rather extreme case. 

Mr. Curtis. No; I think it almost average; it is something like 
that. 

Secretary Fotsom. That is always true when any pension plan starts, 
private as well as public. 

Mr. Curtis. I did not sav that from the standpoint of criticism but 
only to point out the equities involved. Here vou are talking about 
the esuity to people who have retired before 1954 on social security, 
and I was pointing out the fact that the people who had retired on 
their own private pensions or whatever, who were not covered by 
social security because there was no real coverage at the inception of 
the program, have the same problem. T hey are being assisted 
through their own private means and their families, and you would 
put a further burden on the very people and their families who have 
been carrying their load. That is all I was trying to point out. 

That is all. Mr. Chairman. 

Secretary Forsom. Of course now, since we have almost universal 
coverage, the situation is different. 

Mr. Curtis. That is right. This would not occur in the future but 
in talking about the equities of 1958, it certainly is very pertinent. 

The CHarrman. Mr. Secretary, I do not know whether we could 

take action along the lines of your suggestion and still maintain in 
the mind of those covered under the act the sense that we had treated 
them eauitably and fairly if we limited our increases to only those 
that retired before 1954. T understand fullv why you think it should 
be done and why you think there is merit in doing it. 

Secretary Forsom. I brought that out because I thought that, in 
considering any possible changes, vou ought to bear in mind that the 
people who are retiring now and those who will retire in the imme- 
diate future, are in quite a different category from those who retired 
in prior vears. 

The Cuarrman. In other words, in line with your suggestion, the 
committee might work out a proposition wherein the benefits of those 
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retiring prior to 1954 could be increased by the certain percentage 
which might bring about equity and which, from your statement at 
least, would be higher than the percentage by which you would raise 
those retiring after 1957. 

Secretary Foutsom. There are a couple of combinations that can be 
worked out on that. But when you increase benefits for those retiring 
in the future, you build up a long-term cost, which would mean an in- 
crease 1n taxes. 

The Cuarrman. That is where the tax is. What would be the cost 
to the fund as a percentage of payroll if we had a 10-percent increase 
in benefits for those that retired after 1957 ? 

Secretary Fotsom. That is 0.85 percent of payroll, almost 1 percent. 

The Cuamman. It would absolutely be necessary, in your opinion, 
if that were done to have an increase in the rate of tax applicable 
immediately ? 

Secretary Forsom. Yes, sir. Even if you increased the wage base 
you would still have to have an increase in tax. 

The Cuarrman. You could not do that by increasing the wage base. 

Secretary Fotsom. You could get a slight increase to people retir- 
ing in the future as a result of the increase in the wage base. It 
would not be 10 percent. 

The Cuatrman. The point is what is the result if we go beyond that 
slight increase. 

Secretary Fotsom. You would get about a 3-percent increase for the 
people retiring in the future. You could take care of those who 
retired before the 1954 amendments with an 8 percent increase and slide 
down from 8 to 8 percent. That proposal could be financed within 
the additional money you would receive from the increase in wage 
base. 

The Cuarrman. But from your statement, I gather the point that 
you wanted to drive home to us the thought that, if there is to be any 
material increase in benefits in the future, it will be necessary to 
accompany that increase with an increase in the tax rate in order to 
maintain the actuarial soundness of the system. 

Secretary Fotsom. And the increases ought to take effect simul- 
taneously, especially because of the deficit we are running in the next 
5 years. Ordinarily, it would be all right to have the increase in 
benefits take effect prior to the increase in contributions, but if you 
do that now you are going to increase the deficit over the next 4 or 
5 years. 

The Crairman. Mr. Secretary, I have had a number of inquiries 
about the possibility of amendments to the disability provision that 
we enacted in 1956. 

Are you running into any problems of administration with respect 
to that program which you should call to our attention ? 

Secretary Forsom. Of course, it has not been an easy plan to get 
into operation. We are making good headway. The delays in ad- 
judicating benefits at first were rather long and serious—to some 
extent due to our own difficulties and to some extent due to the diff- 
culties in the States in determining disability; but fortunately, we 
have been able to overcome many of those difficulties and we now are 
administering the program without too much delay, although it is 
not as easy as we would like to have it. 
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We are not in a position to make any recommendation as to any 
changes right now. We want to wait and have a little more experience 
before we make any definite recommendations at this time. 

The Carman. Mr. Secretary, you will recall that when we 

enacted this program we very deliberately tried to write into law a 

very strict and conservative definition to “guide your Department in 

the administration of the program in m: aking these payments. I do 

not know whether you get complaints about ‘this definition being too 

severe but we do here : and, as I recall, there are a number of bills that 

have been introduced by Members of Congress on this particular 

subject indicating to me at least that they have been receiving some 

complaints about the sever ity of the test. You do not, however, have 

any recommendation to make to us with respect to any modification at 

this time of that program either with respect to the test, the definition 

of eligibility with respect of whether dependents may participate in 

the program as they can in retirement, or with respect to whether the 

50-year-age limit should be eliminated or reduced 

Secretary Forsom. We would have no recommendation for changes 
right now. We think we would like to have more experience with the 
present definition and the present eligibility conditions. The pro- 
gram has been operating a pretty short time. 

The Cuarrman. The fund, however, seems to be on a very sound 
basis. 

Secretary Forsom. Yes; as far as the present definition is concerned. 
With a change in definition, it would be a very difficult question. 

The Carman. What would be the effect upon the fund of the 
inclusion of dependent benefits in the event of disability comparable 
to our system for retirement, the wife getting one-half, the children 
getting a percent, and so on? What would that add to the cost? 

Secretar y Fotsom. You mean dependents of disabled workers? 

The Cuairman. That is right. 

Secretary Forsom. As long as you keep the minimum eligibility 
age at 50, it would not be a very high cost. 

The Carman. Are you thinking in terms only of the payment 
being made to the children in addition to the disabled worker? 

Secret ary Forsom. The children and wife. 

The CHarrman. Would the wife also be included in your observa- 
tion that it would not add materially to the cost ? 

Secretary Forsom. Of course, the wife would not get the benefits 
unless there were children, as in the case of the present survivor 
benefits. 

The Cuarrman. You would apply the same rule here that you apply 
in survivorship rather than in retirement ? 

Secretary Fotsom. The rule is the same for both—wives over retire- 
ment.age and younger wives with children in their care. The cost 
is 0.05 percent of payroll assuming no other change in the disability 
provision and assuming that the present qualifications with respect 
to age would apply to ‘the wife and children and that the wife who 
has not reached retirement age would not be entitled to benefits unless 
there are dependent children. 

The Cuarrman. What would the overall cost be? 

Secretary Forsom. 0.05 percent of payroll. 

The CuarrMan. 0.05 percent. 
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Secretary Fotsom. We now have a leeway in the disability insurance 
trust fund—I believe 0.15 percent of payroll. Providing benefits for 
these dependents of disability insurance beneficiaries w ould take one- 
third of it and, of course, we have not had enough experience yet to 
know whether that 0.15 is an adequate leeway. 

The Cuatrman. Do you see any reason why we should not include 
these dependents for these disabled workers ? 

Secretary Fotsom. It is a matter of cost primarily, whether we want 
to cut down that surplus. 

The Cuarrman. That is what I am getting at. Do you see any 
reason why we would not be justified now in ‘undertaking this addi- 
tional cost ? 

Secretary Forsom. The only thing I could say is that we have a 
reasonable safety factor now, and I would hate to cut down on that 
until we have had more experience. We just do not know. 

The Cuarrman. You have not had enough experience yet to know, 
actually, whether the fund is going to be ona : sound basis? 

Secretary Fotsom. I think that is right. 

The Cuarrman. Mr. Eberharter? 

Mr. Epsernarrer. Mr. Secretary, I have been given the impression 
by somebody that you issued instructions to doctors, generally, as to 
how to determine whether a person has been permanently, totally 
disabled under terms of the act; is that correct ? 

Mr. Scuorrianp. No instructions have been issued to examining 
doctors. We do have a report form which they are requested to fill 
out, but they may submit their findings in narrative or other form, 
if they choose. We do have standards or guides which we have 
developed, pursuant to study and recommendation of an advisory 
committee of physicians, such as standards interpreting and putting 
into effect the law and the clear intent of Congress that the person 
should not be able to engage in any substantial “gainful employment. 

If the import of your question is do we tell doctors what to find 
in their examination, we do not. We ask them to describe their clini- 
cal findings based on their examination, and we determine, through 
the State agencies and our own offices, whether the condition shown 
by the ex xamination meets the definition established under the law 
and the applicable regulation. 

Mr. Exsernarrer. Mr. Schottland, as indicated by our chairman, 
there have been a number of complaints coming to Members of Con- 
gress that the tests are too severe, and I think the committee would - 
like to look into how you apply those tests. 

Could you supply the committee for the record with a copy of the 
form that you have them fill out, so that we can examine it in case 
we would want to change the language and make it a little less severe ? 

There are many people, I will say frankly, who are interested in 
making the test a little less severe. I am not saying that I am taking 
any position on it, as of now. 

Mr. ScnorrLtanp, We could supply it. 

Mr. Esernarter. Nationwide, how many cases have been approved 
of total and permanent disability ¢ 

Mr. Scuotrrianp. About 500,000, including disability-freeze and 
cash-benefit cases. Over 200,000 persons are now on the cash-benefit 
rolls, and we estimate that 215,000 will be on the rolls at the end of the 
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first year of operation, June 1958. Persons receiving cash benefits, 
of course, have been allowed a disability freeze, and about 300,000 
other disabled persons have been allowed a freeze. 

Mr. Esernarrer. Thank you very much. 

The Cuamrman. Mr. Simpson will inquire, Mr. Secretary. 

Mr. Smtpson. Mr. Secretary, I regret that I was not here for all 
of your statement. I am interested in the reference on page 8 to 
the serious deficiency in the program for child welfare. At what time 
was the law passed limiting the use of Federal funds for local workers 
to predominantly rural areas ? 

Secretary Forsom. That has been in there from the beginning. 

Mr. Stuprson. That was in it from the beginning? 

Secretary Fotsom. Yes, sir. 

Mr. Stupeson. Then you state: 

In 1946, the public-welfare agencies in predominantly rural States were pro 
viding services to 40 children per 10,000 under the age of 21. In 1957, this 
rate had increased to 63. During the same period, the corresponding rates in 
predominantly urban States dropped from 62 to 49. 

Why was that? 

Secretary Forsom. Because their funds were not increased, and 
Federal funds had to be confined, primarily, to the rural sections of 
the States. As these urban States increased in population, the need 
for services in the rural sections was relatively less than in the urban 
sections. Therefore, the total amount available to the State in rela- 
tion to the need went down. 

Mr. Stimpson. I am confused because of the first statement. You 
say that that has been the law all the while? 

Secretary Fotsom. Yes, sir. You see, in rural States, the Federal 
money could be available for service to most children in the State, 
whereas in an urban State it could not. Since there are more people 
going into the cities all the time, there is, relatively, less available. 

Mr. Srurson. They were not able to keep up the good work they 
have been doing? 

Secretary Fotsom. That was when they moved from the rural to 
urban community. They had in those States proportionately more 
to take care of the rural children than for those in the cities. 

Mr. Stupson. The States did not do it. Your suggestion is that we 
should remove that limitation on the use of Federal money. 

Secretary Forsom. Yes, sir. 

Mr. Stmpson. Thank you. That is all. 

The Cuatrman. Mr. Eberharter. 

Mr. Esernarter. I have just one more question for the record. 
Could you supply us, for the record, how many applications for per- 
manent and total disability payments were disapproved and, if pos- 
sible, what were the principal categories of reasons for disapproval ? 
If you want to give it now, we will take it later for the record. 

Secretary Forsom. We will be glad to give it to you. We havesome 
information right here now. 

Mr. Scnorrianp. We have had over 1 million applications for dis- 
ability determinations, including cash benefits and the disability 
freeze filed since 1954. Of that number, approximately 50 percent 
have been disapproved. Of this 50 percent, a significant proportion— 
and I can furnish the exact number for the record—have been disap- 
proved because of the wage record. That is, they have not had a long 
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enough attachment to the labor market. The proportion that have 
been “disapproved because they failed to meet the definition is about 
40 percent of all applicants. 

The CuatrMan. Pardon me, Mr. Eberharter. 

Mr. Schottland, is that the requirement for 6 quarters out of the 
last 13 plus 20 out of the last 40 preceding disability ? Is that what 
you mean ? 

Mr. Scuotrrianpn. That is correct. 

The Cuairman. Forty percent are denied because they fail to meet 
that test ? 

Mr. Scuorritanp. No; about 10 percent failed to meet the test of 
the wage record and about 40 percent failed to meet the disability 
definition requirements. 

The Crairman. Is that the definition of what constitutes disa- 
bility ? 

Mr. Scuorrianp. That is correct. 

The Cuarrman. And about 10 percent failed to meet this require- 
ment of 6 quarters out of the last 18 plus 20 out of the last 40? 

Mr. Scnorr.anb. Yes, plus the other requirements. 

The Cuatrman. Plus the other requirements ? 

Mr. Scuorr.ianp. Yes; that is, they did not meet these work re- 
quirements at the time they met the requirements of the definition of 
disability. 

The Ciamman. Is that s: itisfactory ? 

Mr. Exernarrer. Yes. 

The Cuatrman. Are there any further questions? 

Mr. Foranp. I think that, at this point in the record, when they 
furnish this information there should be included what the defini- 
tion is of “disability.” 

Mr. Scuorrianp. We can certainly furnish information about vari- 
ous aspects of it. The definition, of course, is in the law. I would 
like to just point out that the report of the Committee on Ways and 
Means was very definite that the definition was to be a very strict 
definition. 

Mr. Foranpv. I think it would be good in incorporate it in this 
record so that we will have it handy. 

Mr. Scuort.anp. We will be very glad to do that. 

Mr. Foranp. That is all. 

The Carman. Are there any further questions? 

Mr. Secretary, we appreci: ite your appearance here today and the 
information you have given the committee. I also want to express to 
you again personally, and in behalf of. the committee. our regret that 
you have found it necessary to leave your present position and return 
to private life. However, we extend to you our thanks for the manner 
in which you have sought to assist the committee and for your helpful- 
ness and cooperation in the past. We extend to you our best wishes. 

The committee will now adjourn until 2 p. m. today. 

(Whereupon, at 12:15 p. m., the hearing was adjourned until 2 
p. m., this same day.) 

AFTERNOON SESSION 


The hearing was resumed at 2 p. m., pursuant to the recess. 
Mr. Foranp (presiding). The committee will come to order. 
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Our first witness this afternoon is our colleague from the fourth 
district of North Carolina, the Honorable Harold D. Cooley. 
Mr. Cootry. Thank you, Mr. Forand. 


STATEMENT OF REPRESENTATIVE HAROLD D. COOLEY, OF NORTH 
CAROLINA 


Mr. Cootey. Mr. Chairman, I deem it a privilege to appear before 
this distinguished body, the House Committee on Ways and Means, 
to speak in behalf of our senior citizens, who have earned their retire- 
ment, and for those needy citizens whose necessities and wants have 
no resource except to our Government. 

First, may I have your indulgence while I mention the pride 'T feel, 
in appearing here, to recall that it was a North Carolinian, a rugged 
individualist, a gifted and lovable patriarch—Robert Lee Doughton 
from my own State—who fathered the Social Security Act in the grim 
era of the 1930’s. 

Bob Doughton was a stanch conservative, whom conservatives criti- 
cized, abused, and condemned when he stepped into the forefront of 
this the most sweeping legislation under the New Deal of Franklin D. 
Roosevelt. Time has proved that Bob Doughton was a realist, as 
well as a conservative. He conceived social security to be as an 
adjunct, a strong underpinning, if you will, for the total structure of 
our individual, free-enter prise economy. 

It is a fair question, Mr. Chairman, to ask where our economy would 
be today, how deeply the current recession may have plunged toward 
a full-blown depression, without the strong and direct stabilizing 
forces of the Social Security Act which has resisted the economic 
downturn step-by-step with its guaranteed income for our insured 
elderly citizens, its public assistance to the needy, and its payments to 
the millions of men and women who have been thrown out of their 
jobs. 

Please permit me this further indulgence, Mr. Chairman, to express 
my own deep appreciation and satisfaction for the work you and your 
colleagues on this committee are doing to improve the workings of 
this great social program, to bring into the statute our vast and con- 
structive experience of two decades. Many of you sat with old Bob 
Doughton and helped write this act. I commend all of you for your 
attentiveness to the needs of our aged, our needy, and our jobless cit- 
izens, in the overall concept of a beneficent Government ever con- 
scious of the welfare of the individual citizen and the protection of 
our free-enterprise institutions. 

Gentlemen, I want to direct your attention specifically to the state- 
ment presented to you on June 16 by Dr. Ellen Winston, Commis- 
sioner of Public Welfare in North Carolina and also president of the 
American Public Welfare Association. 

Speaking for the American Public Welfare Association, Dr. Win- 
ston pointed to certain gaps and inconsistencies that need to be rem- 
edied for the building of a truly comprehensive public welfare 
program. 

She urged that this committee give careful consideration to (1) 
improving the social insurance as our basic income-maintenance pro- 
grams; (2) broadening the coverage and providing for more adequate 
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grants in the public assistance programs, so as to guarantee the basic 
welfare of our neediest groups through reasonably equitable programs 
throughout the country; and (3) broadening and strengthening of 
child-welfare services in recognition of the fact that the needs of 
children must have first priority 

Mr. Chairman, Dr. Winston and other witnesses have presented to 
this committee numerous detailed proposals for improvements in the 
various social-security programs. They range from suggestions for 
increased benefits, lowering the age for qualification, more liberal 
treatment of the physically handic apped, to plans for medical and 
hospital aids for elderly people. There are proposals here also for 
increasing funds for the social-insurance program, by applying the tax 
toa larger part of the income of employed persons. 

I shall not attempt here to spell out a set program. I know that 
you gentlemen have a broad grasp of the problems and objectives of 
the social-security program. You are much more qualified than I to 
balance the benefits justly among our citizens. I appear before you 
to add my voice and support to your work in behalf of an improved 
and truly comprehensive social-security program that will be a con- 
tinuing bulwark to our free- -enterprise system and to the continuing 
development of our democracy in its finest sense. 

These remarks are addressed to the i improvement of the total social- 
security program, but I draw your attention especially to our farm 
people: They have no life or accident insurance paid for by em- 
ployers; they have no unemployment pay; they have no medical and 
hospital plans paid for by employers; they have very few of the 
usual protections against risks that are provided for our industrial 
workers. I plead with you to consider these facts. 

Mr. Chairman, I appreciate this opportunity to make known my 
position to you, and I pledge you my support in every sound approach 
your committee makes toward improvement of the various programs 
under the Social Security Act. 

Mr. Foranp. We also welcome our colle: igue from the Ninth District 
of Pennsylvania, the Honorable Paul B. Dague. 

Mr. Daeur. Thank you, Mr. Forand. 


STATEMENT BY REPRESENTATIVE PAUL B. DAGUE, OF 
PENNSYLVANIA 


Mr. Daaur. Mr. Chairman and members of the committee, on June 
14, 1955, I introduced in the House of Representatives H. R. 6798 and 
again on January 3, 1957, the same bill—now H. R. 1093—was rein- 
troduced. This legislation is designed to provide an exemption from 
participation in the Federal old-age and survivors insurance program 
for individuals who are opposed to participation in such a program 
on grounds of conscience or religious belief. 

Overtures leading to the introduction of this legislation were re- 
ceived from representatives of the Amish sects residing in my con- 
gressional district as well as from those residing in other sections of 
the country; notably, Maryland, Ohio, Indiana, Illinois, and Iowa, 
representing approximately 13,000 Amish Christians throughout the 
entire United States. 
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The spokesmen for these fine people emphasized that it is contrary 
to their religious beliefs that they or their children should depend in 
any way upon Government for support or aid in any form and that 
it is distressing to them to think that their children should ever rely 
on other than Divine Providence for their economic needs. They also 
pointed out that it has been traditional with them to avoid insurance 
in any form, and it is well known that they “take care of their own,” 
whether it be to replace a barn or dwelling destroyed by fire or to care 
for those of their faith who may find themselves in financial straits. 

The precedent for exemption on grounds of conscience is well estab- 
lished, and we have traditionally recognized that a citiz2n can claim 
relief from military duty on the ground that it is contrary to his reli- 
gious beliefs. The exercise of this right is particularly prevalent in 
Pennsylvania where the Founding Fathers were Quakers who opposed 
the bearing of arms as violative of their pacifistic philosophy. Also 
inherent in our legal processes is the right to exemption from sitting 
on a murder jury because of opposition to capital punishment. It 
would seem then to be equally logical that the Government should 
grant exemptions from a program which is designed primarily to pro- 
vide economic benefits to individuals—as distinguished from the public 
welfare or defense—when such individuals are prepared to renounce 
irrevocably all claims on the Government for either themselves or 
their heirs. In short, Uncle Sain coilects nothing and pays nothing 
out, while those thus exempted continue to provide for themselves as 
they have been doing for over two centuries. 

I feel that the fact there still exists in our midst a group of people 
to whom governmental largess and handouts are repugnant should 
command wholehearted support for this legislation. The exemptions 
from the operation of the Social Security Act presently enjoyed by 
doctors is a further precedent for favorable action on my bill. 

Mr. Foranp. The next witness this afternoon is Dr. Ellen Winston. 

Will you come forward, please ? 


STATEMENTS OF DR. ELLEN WINSTON, PRESIDENT, AMERICAN 
PUBLIC WELFARE ASSOCIATION; AND THOMAS J. S. WAXTER, 
DIRECTOR, MARYLAND STATE DEPARTMENT OF PUBLIC 
WELFARE 


Mr. Foranp. I understand that you have with you Mr. Waxter? 

Dr. Winston. Yes, sir. 

Mr. Foranp. You wish to complete your statement and answer 
questions and then Dr. Waxter will comment ? 

Dr. Winston. Yes, sir. 

Mr. Foranp. You may proceed. 

Dr. Winston. Mr. Chairman and members of the the committee, 
I appreciate the opportunity of appearing before you to testify with 
respect to the various titles of the Social Security Act. I am the 
commissioner of public welfare in North Carolina and also president 
of the American Public Welfare Association, which association |] 
represent here today. 

The American Public Welfare Association is a national nonpartisan 
organization of local and State public-welfare departments and of 
individuals engaged in public welfare at all levels of government. 








ary 
in 
hat 
ely 
so 


nee 
— 
Are 
its, 
ab- 
im 
ali- 
in 
sed 
lso 
ng 
It 
ild 
ro- 
lic 
ce 
or 
ng 
as 


ple 
ild 
yns 
by 


iN 


: 
Aas 


IC 


‘er 


Pe, 
th 
he 
nt 


an 


of 





SOCIAL-SECURITY LEGISLATION 43 


Over the years we have watched closely the work of the Committee 
on Ways and Means and are deeply indebted to the leadership which 
has been given by the members of this committee to improve legis- 
lation that affects both directly and indirectly the public-welfare pro- 
grams of the country. 

We speak for the millions of people throughout this country who 
are unable because of destitution, lack of education, illness, and the 
other vicissitudes of life to speak for themselves. We are grateful 
for the opportunity to do so today. Much progress was made through 
the amendments to the Social Security Act enacted in 1956. There 
are, however, many gaps and inequities which still exist and to which 
we shall call specific attention in our testimony. 

To identify the American Public Welfare Association further, its 
membership includes State and local welfare administrators, welfare- 
board atten. and welfare workers from every jurisdiction. Within 
the American Public Welfare Association are a number of national 
councils, including a council representing all State administrators of 
public welfare, a council of local administrators of public welfare, a 
council of members of State and local boards of public welfare, a 
council of field representatives for public welfare, and a council of 
State child-welfare directors. We have six regional conferences each 
year and a nationwide meeting in alternate years at which we care- 
fully analyze and evaluate current issues in public welfare and obtain 
at firsthand the views of the membership. As a result of these dis- 
cussions, the board of directors, representing all parts of the country, 
adopts official policy positions on issues of current significance for 
public welfare. 

The agencies and individuals making up the membership of the 
American Public Welfare Association are charged with the respon- 
sibility of administering the various assistance and service programs 
in public welfare under the several title of the Social Security Act. 
We are the people who have the responsibility for day-to-day admin- 
istration of the programs for the needy aged, the needy blind, the 
needy disabled, needy dependent children, and child welfare. 

Through our organization we promote the development of construc- 
tive ways to help restore as many persons as possible in the public- 
assistance caseloads to self-care and self-support. We seek through 
protective, preventive, and rehabilitative services to help solve the 
problems of children and families who request the services of the 
public welfare departments. We are constantly seeking ways to make 
our services more effective and to improve the caliber of administra- 
tion in all public welfare programs. 

In 1956 the American Public Welfare Association supported the 
amendments designed to strengthen the public-assistance programs by 
authorizing specific use of funds for services to help maintain and 
strengthen family life and to help restore persons to self-support and 
self-care. We have endorsed measures for expanding rehabilitative 
and preventive services and for research with respect to the causes of 
dependency and more effective means of dealing with dependency. 
We believe that both the taxpayers of this Nation and the recipients 
of public assistance and other public-welfare services have a right to 
expect leadership from our membership in the efficient and humane 
administration of the broad range of public-welfare services for which 
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we have legal responsibility. We also believe that we have the obli- 
gation constantly to seek ways to improve the administration and the 
efficiency of these programs. Hence we particularly welcomed the 
1956 amendments making provisions for appropriations for research 
and training with especial reference to the causes of dependency and 
better ways of coping with the resulting problems. We sincerely hope 
that an appropriation to implement these amendments will not be fur- 
ther delayed. 

After careful study each year the board of directors of our asso- 
ciation adopts a policy statement with regard to Federal legislation in 
the public-welfare field. This policy statement makes explicit the 
steps necessary to accomplish the basic beliefs of our association that, 
and I quote: 

Contributory social insurance is an effective governmental method of pro- 
tecting individuals and their families against loss of income due to un- 
employment, sickness, disability, death of the family breadwinner, and 
retirement in old age; 

Public-welfare programs should provide services to all who require them, 
including financial assistance, preventive, protective, and rehabilitative serv- 
ices, and should be available to all persons without regard to residence, 
settlement, or citizenship requirements ; 

The benefits of modern medical science should be available to all; and to 
the extent that individuals cannot secure them for themselves, governmental 
or other social measures should assure their availability; 

Democracy has a special obligation to assure to all the Nation’s children 
full opportunity for healthy growth and development. 

End of quotation. 

A copy of Federal Legislative Objectives—1958, of the American 
Public Welfare Association, is attached to this testimony for the rec- 
ord. I shall not attempt to cover all of the items in this list of 
objectives but rather to emphasize various areas in which we are par- 
ticularly concerned that there be immediate consideration with regard 
to strengthening the appropriate titles of the Social Security Act. 

Social-insurance programs: The American Public Welfare Associ- 
ation has long been in the forefront of those groups which advocated 
broadening and strengthening the existing social-insurance programs. 
We believe that the Congress should take additional action to improve 
the social-insurance programs and thus further to reduce financial 
dependency. We have testified many times before the appropriate 
committees in both Houses of Congress concerning ways in which it 
seemed important from our experience in w orking with needy people 
to strengthen our basic economic security programs. 

An entire section of the attached Federal Legislative Objectives, 
1958, deals with the matter of old-age, survivors, and disability insur- 
ance with specific recommendations for improvement. We believe 
that these programs should be realistically geared to changes in wage 
levels and in the cost of living. Since 1954, the last time benefit levels 
were increased, we have had substantial increases in the cost of living. 
In many cases, even in 1954, the increases in benefits were inadequate 
to provide minimum economic security for the individuals and fami- 
lies dependent for basic subsistence upon the social insurance pro- 
grams. Beneficiaries of the social insurance programs today are re- 
ceiving proportionately less than they did in 1954 because of spiraling 
costs of living. We rec ognize that to the extent that changes may be 
recommended by this committee which increase the cost of the old age, 
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survivors, and disability insurance programs, contributions should be 
increased to insure the continuing financial stability of the programs. 

The persons benefiting from the social insurances are frequently 
unable to finance high medical costs. We call special attention there- 
fore to that Federal legislative objective of the American Public Wel- 
fare Association which supports financing hospitalization costs of 
old-age, survivors, and disability insurance beneficiaries through the 
insurance programs. 

As an increasing proportion of persons are taken care of through 
social insurance provisions based on earning records of their own or 
of the breadwinner in the family, we in the public welfare field will be 
able to devote more of our time and efforts to the constructive services 
which help people to help themselves, to services which are not based 
primarily upon amelioration of financial need but rather which focus 
on protective, preventive, and rehabilitative services to individuals 
and families. 

We believe that we need some improvements in the old-age, surviv- 
ors, and disability programs this year. 

Broadening the scope of public assistance programs: Across the 
country public welfare departments have been sharply affected in 
terms of the numbers of people they have been called upon to care for 
through providing minimum subsistence needs as a result of the 
recession of recent months, as well as the continuing pressures due to 
increases in the population and the rising costs of living. Increased 
caseloads in aid to dependent children, aid to the permanently and 
totally disabled, and general assistance, the latter being supported by 
State and local funds only, have been substantial. The impact of the 
rising cost of living has been felt most heavily by people in the lowest 
income groups. Because as income goes down a larger percentage of 
the total money available must be spent for food and because food 
has been rising in cost even more rapidly than the total consumer 
price index, persons at the lowest end of the economic ladder have 
been particularly hard hit. Large numbers of persons who are mar- 

inal in the labor maiket or who in some of our States receive such 
ow cash earnings while employed that they are ineligible for unem- 
ployment compensation benefits have nowhere to turn except to the 
public welfare departments. Moreover, with the increase in the un- 
employed, families have been unable to care for aged relatives or for 
children not members of their immediate families, such as they could 
aid in better times. All of these factors, along with population 
changes, have increased our caseloads. ‘ 

There are several ways in which we recommend that the public 
assistance titles be improved both to help meet the current situation 
and to place public welfare in a better position to meet future needs. 
We are concerned that we provide increasingly more constructive 
services which are designed to help prevent family breakdown and 
to protect. family life. Specifically, we submit for your considera- 
tion the following proposals : 

1. Broadening the aid to dependent children program: This can 
be done in two ways. If title 1V is amended to provide help for any 
needy child living with the relatives now specified in the act, we will 
have taken a major step toward banishing forever the drawn and 
hopeless faces of hungry children. This would mean that when the 
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breadwinner, for whatever the reasons, is unable to provide a mini- 
mum level of living, consistent with health and decency, for his chil- 
dren, or is absent from the home, the children would not be penalized 
by having to get along with grossly inadequate food, clothing, and 
shelter. 

The second method for broadening the aid to dependent children 
program, we would suggest, is simply to insert in title 1V among the 
reasons W hereby a child may be deprived of parental support, “unem- 
ployment.” Under the present laws we are now putting a premium 
on family breakdown. To illustrate the inconsistency in the Federal 
law, we had in my State a man who is employable but. who despite all 
efforts could find no work at all in his community. He finally made 
application to the county department of public welfare for financial 
assistance so that he might buy food for his hungry children. 

He was clearly ineligible under the present law with respect to aid 
to dependent children. Because this man remained in the home mak- 
ing desperate efforts to meet his responsibilities as father of his chil- 
dren, he was barred from any help. Should this man desert his fam- 
ily and go to another county or perhaps to another State, the children 
would immediately become eligible for aid to dependent children 
nayments. A family would be broken and we would have an intensi- 
fication of family problems with which to deal, problems which in- 
evitably will take their toll over a period of many years with respect 
to the welfare of children. 

In either of these suggested proposals for broadening the aid to 
dependent children program, we would be strengthening families 
and providing more effectively for children. Of the two proposals 
the former would help more children. The latter is more limited but 
would meet conditions of unemployment when they occur from local- 
ity to locality across the Nation. Such a broadening of the program 
would be a guaranty that in the present situation and in future down- 
ward trends for longer or shorter periods i in the economy, the basic 
welfare of children would have at least minimum protection. 

2. Broadening the program of aid to the permanently and totally 
disabled : This program would be greatly strengthened by deleting the 
words “totally and permanently. ® When the breadwinner becomes 
ill and is unable to support his family, and at the same time has the 
cost of medical care to meet, illness quickly results in complete desti- 
tution for many families. In terms of the welfare of the family, it is 
far better to make financial assistance available until the breadwinner 

can recover and resume his financial responsibilities than quite liter- 
ally to contribute to intensification of the problems of the family and 
in many instances to their long run, much greater cost to society. 

There are grave inequities ‘and inconsistencies in legislation that 
limits aid to the disabled to persons who are totally and. permanently 
out of the labor market and does not give help to persons who with 
some financial assistance can usually be quickly restored to health and 
to earning capacity. Even in times where there is a high level of 
employment, there are many people who fall into the group needing 
some help during periods of temporary disability. At the present 
time the numbers have been greatly increased because unemployment 
factors make it impossible for many families to tide themselves over 
periods of illness on the part of the breadwinner. 
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3. Broadening coverage to include general assistance: The American 
Public Welfare Association has long advocated Federal participation 
in the program of general assistance for all other needy people not 
presently covered by the public assistance programs. The titles in 
the Social Security Act provide for meeting, at least partially, the 
hazards of the needy aged, of needy childhood within certain limita- 
tions, of the needy blind, of the needy long-time disabled. In our 
complex society many other people find themselves, for reasons en- 
tirely beyond their control, in severe financial need. To have no pro- 
gram to help tide them over when they have no resources available 
under any present program, including the whole gamut of social insur- 
ance, public assistance, and unemployment compensation, is, we be- 
lieve, inconsistent and in fact discriminatory. The program of gen- 
eral assistance, with participation on a matching basis Oy States and 
localities as in the other public assistance programs, would mean that 
from the point of view of the Federal Government we express con- 
cretely our concern for all needy people and not for limited categories 
of need. Such a program would ordinarily fluctuate substantially 
from month to month and year to year in relation to current economic 
conditions. It would provide an immediate basis for getting help to 
persons temporarily in financial need and for getting money into 
circulation. 

The recent publication, Government and the Unemployed, by the 
Public Administration Service of Chicago, points out that, and I 
quote: 


If we wish to get money into the hands of the cold and hungry people, the 
quickest and most direct way at the local level is to give them cash relief. 


End of quotaton. 

Moreover, the same amount of money will go much further through 
cash relief in helping the unemployed than any other possible program 
for meeting short-time or emergency situations. 

Improving the financial base of public assistance: Despite the prog- 
ress that has been made in recent years through amendments to the 
public assistance titles of the Social Security Act, there remain, in 
addition to the areas just outlined, a number of inadequacies and gaps 
in terms of economic security for people in our country. It is there- 
fore clear that we need further changes in the public assistance titles. 
While these have been enumerated in the attached legislative objec- 
tives, it is appropriate to call a number of them to attention here. 

Unlike aid to dependent children and aid to the permanently and 
totally disabled which are steadily increasing in terms of recipients, 
the number of recipients of old-age assistance is slowly but steadily 
declining due to the strengthening of the old-age insurance program. 
This is an important trend and consistent with the overall construc- 
tive approach to economic security which has long been advocated by 
the American Public Welfare Association along with other supporters 
of an adequate social-insurance program. However, the ale ta as- 
sistance caseload is becoming older on the average and the recipients 
are requiring more and more services. Also, in many States the 
grants are far from adequate to provide a minimum health and de- 
cency level of living. With the recent rise in cost of living the present 
Federal participation in the old-age assistance grant means substan- 
tially less in terms of purchasing power than it did in 1956. 
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What has happened with regard to payments to needy old people 
is equally true of payments to needy children, the needy blind, and 
the needy disabled. The necessity of upward adjustments is indi- 
cated by recent steps with regard to employees in both Government 
and industry. The reasons for such increases in money payments 
are accentuated because we deal with the lowest economic group in the 
country. 

Rising costs of medical care and hospitalization are resulting in 
increased demands upon public welfare agencies. Although a sub- 
stantial effort has been made by many States as a result of the 1956 
amendments in this area, we are still far from providing an adequate 

rogram of medical care. This is true particularly in the lowest 
income States where poverty is so gravely accentuated by untreated 
illnesses. 

We in public welfare are concerned that the expiration date of the 
McFarland amendments falls on June 30, 1959. It is essential in 
terms of the overall financing of the public assistance programs as 
they have developed across the years, that the time limitation upon 
the matching formulas in public assistance be removed. 

Increasingly there is concern over the limitations upon eligibility 
for needed financial assistance incorporated in residence, settlement, 
and citizenship requirements. Careful consideration needs to be given 
to removal of these limitations so that persons may be equally eligible 
for available Federal help regardless of the State in which they 
happen to live. 

Our association has long been on record as recommending that 
Federal aid for public assistance be on the same basis for Puerto Rico 
and the Virgin Islands as for other jurisdictions, and we strongly 
support favorable consideration of this proposal. 

We particularly urge that the committee give careful consideration 
to an amendment to make Federal financial participation related to 
the average payment per recipient rather than to payments to indi- 
vidual recipients. This rather minor change will actually result in 
substantial simplification, and hence improvement, of administration 
of the grant programs. 

We believe that such broadening of the public assistance programs 
is essential, especially at this particular time when we are feeling so 
heavily the results of the recession conditions in all parts of the 
country. 

Strengthening child-welfare services: In 1956, title V, part 3, of 
the Social Security Act was amended to authorize an appropriation 
of $12 million annually for child-welfare services. The American 
Public Welfare Association, on the basis of its detailed knowledge of 
the child welfare needs throughout the country, has endorsed the full 
appropriation of $12 million for fiscal 1959, in view of the increased 
numbers of children and rising price levels. We know, however, that 
this amount is still quite inadequate to meet the needs of children in 
this country living in rural areas and areas of special need. 

The growing concern over the proper rearing and training of our 
children has made particularly acute the problems of inadequate pro- 
tective and preventive services for boys and girls. We need to be 
able to provide specialized care to children who are not developing 
normally whether it be physically, mentally, or emotionally. We are 
concerned about greater protection for children who may become avail- 
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able for adoption. We know that it is economically sound in terms 
both of dollars and cents and of the welfare of children to provide 
basic services needed by children so that they will not get into trouble 
and come before the courts as delinquents. We know that we need far 
sounder planning so that we may provide the particular type of care 
that a given child needs at a given time, whether it be within his own 
home, within a good foster home, or within a carefully selected institu- 
tional setting. These provisions are essential if the welfare of chil- 
dren is to be protected. 

The amounts of money involved in child-welfare services are of 
small account in relation to the total Federal budget. In terms of 
welfare of children, they are of inestimable importance. For these 
reasons we believe that the authorization in title V for child-welfare 
services should be immediately increased to $25 million as a far more 
realistic figure than the present amount. In supporting this increase 
in the authorization for child-welfare services, we urge similar in- 
creases in the authorizations for maternal- and child-health services 
and for services for crippled children. 

We also recommend changes in the substantive language with re- 
gard to the administration of child-welfare-services funds. The long- 
time concentration of the child-welfare-services program in rural 
areas and areas of special need, as specified in the leas act, has been 
of great value to the nonurban sections of the country. 

Along with a substantial increase in the total appropriation for 
child-welfare services, we recommend that restrictions limiting use 
of Federal child-welfare-services funds to rural area and areas of 
special need be removed so that children in urban areas may be in- 
cluded. Advances in our protective, preventive, and rehabilitation 
programs for children in both rural and urban areas need to go hand 
in hand. 

It is further recommended that provision be made in the law for re- 
distribution of Federal funds appropriated for child-welfare services 
to the end that allotments not used by a State in any given year 
could be redistributed to other States or could be made available to 
that State the following year. This would provide the machinery for 
full utilization of those amounts appropriated by the Congress for 
meeting child-welfare needs, 

At this time we certainly need both more money and substantive 
changes if we are to meet our full obligation for child-welfare services. 

Conclusion: We are deeply appreciative of the fact that this com- 
mittee is considering amendments to the Social Security Act at this 
time. It is indeed important that the programs established under this 
act be changed to take account of changing conditions, that we be 
in a position to improve the administration of public welfare programs 
from year to year based upon tested experience. Because of the con- 
cern of the Congress for making appropriate changes from time to 
time, we have made great progress in the more than 20 years since 
the enactment of the Social Security Act. 

With this tested experience, we have come to realize more fully than 
ever before, in these perilous times in which we live, that inadequate 
measures for meeting the problems of persons who are destitute, who 
are ill, who have the whole range of individual and family problems 
which come within the day-to-day experience of public-welfare de- 
partments, are far more costly than meeting such needs realistically. 
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In this immediate recession period, it has become very clear both how 
important the social insurance and public assistance programs are 
to individuals and to our basic economy and what the existing inade- 
quacies mean in terms of insufficient aid and inequitable help for needy 
people. 

It is important that the gaps and inconsistenc*2s be remedied to the 
end that we may have a truly comprehensive public-welfare program. 
To this end we strongly urge that you give most careful consideration 
to— 

(1) improving the social insurances as our basic income-main- 
tenance programs; 

(2) broadening the coverage and providing for more adequate 
grants in the public-assistance programs, so as to guarantee the 
basic welfare of our neediest groups through reasonably equitable 
programs throughout the country; and 

(3) broadening and strengthening of child-welfare services in 
recognition of the fact that the needs of children must have first 
priority. 

The Cuarrman. Dr. Winston, is it your thought that the statement 
of Federal legislative objectives appended to your statement should 
be included in the record ? 

Dr. Winston. Please, sir. 

The CHarrMan. Without objection, it will be included in the record 
at this point. 

(The statement referred to follows :) 


FEDERAL LEGISLATIVE OBJECTIVES—1958 





(American Public Welfare Association, Prepared by committee on welfare policy, 
approved by the board of directors, December 8, 1957) 


The American Public Welfare Association believes that the States and their 
political subdivisions have the primary responsibility for developing and admin- 
istering public-welfare functions in the United States. The Federal Government 
has the obligation to develop nationwide goals and to use its constitutional tax- 
ing power to equalize the financing of public welfare so that public-welfare serv- 
ices may be available on a reasonably equitable basis throghout the country. 
The assoiation’s legislative objectives are based on these premises and on recog- 
nition of the importance of encouraging self-responsibility and assuring humani- 
tarian concern for individuals and families. 

To accomplish these purposes, the association believes that: 

Contributory social insurance is an effective governmental method of pro- 
tecting individuals and their families against loss of income due to unem- 
ployment, sickness, disability, death of the family breadwinner, and retire- 
ment in old age. 

Public-welfare programs should provide services to all who require them 
including financial assistance, preventive, protective, and rehabilitative serv- 
ices, and should be available to all persons without regard to residence, 
settlement, or citizenship requirements. 

The benefits of modern medical science should be available to all, and, 
to the extent that individuals cannot secure them for themselves, govern- 
mental or other social measures should assure their availability. 

Democracy has a special obligation to assure to all the Nation’s children 
full opportunity for healthy growth and development. 

These general principles are amplified in other policy statements approved by 
the board of directors of the association. The welfare policy committee of the 
association has reviewed all of these statements in the light of current needs, and 
has developed specific legislative objectives for 1958. While the following list 
does not include all of the association’s policy positions, it presents, in condensed 
form, those legislative objectives which are most likely to be of current signifi- 
cance. 
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PUBLIC-WELFARE PROGRAMS 
Scope of program 


1. The comprehensive nature of public-welfare responsibility should be recog- 
nized through Federal grants-in-aid which will enable the States to provide 
financial assistance and other services not only for the aged, the blind, the 
disabled, and dependent children, but, also, general assistance for all other 
needy persons. 

2. Federal financial aid should be available to assist States in carrying out 
their responsibilities for preventive, protective, and rehabilitative services to all 
who require them. 

3. The Federal Government should participate financially only in those 
assistance and other welfare programs which are available to all persons within 
the State who are otherwise eligible without regard to residence, settlement, 
or citizenship requirements. 

4. The aid-to-dependent-children program should be strengthened by providing 
Federal aid to the States for any needy child living with any relative. 

5. Specific provisions should be made for Federal financial participation in the 
maintenance of children who require foster care. 

6. Restrictions limiting use of Federal child-welfare-services funds to rural 
areas and areas of special need should be removed. 

7. Federal financial assistance should be made available to the States in 
programs for the prevention and treatment of juvenile delinquency, including 
research and the training of personnel. 

8. Additional Federal funds should be provided to the States to help meet 
the needs of mentally retarded and other handicapped children. 

9. The category of aid to the permanently and totally disabled should be 
modified through eliminating the Federal restriction requiring a disability to be 
permanent and total and through eliminating the age requirement. 

10. The Federal Government should participate financially in the development 
of specialized services for the aged, irrespective of financial need. 


Methods of financing programs 


11. The continuation of the Federal open-end appropriation is essential to 
a sound State-Federal fiscal partnership in all aspects of public assistance. 
Since it is not possible to predict accurately the incidence and areas of need, 
flexibility is necessary in financing public-assistance programs. 

12. Federal participation should be on an equalization grant basis provided 
by law and applicable to financial assistance (including medical care), welfare 
services (including child welfare), and administration. 

13. No change should be made at this time in the Federal matching formulas 
which would result in a reduction in the Federal share of assistance, services, 
or administration. 

14. Federal maximums on individual assistance payments should be removed. 
So long as Federal legislation sets maximums on Federal participation in public- 
assistance payments, such Federal financial participation should be related to the 
average payment per recipient rather than to payments to individual recipients. 

15. Federal maximums on medical-care payments in public assistance should 
be removed. Until such maximums are removed, provision should be made both 
for matching of average vendor payments for medical care within any assistance 
ceilings and for maintaining the separate matching basis for medical care. 

16. Federal aid for public assistance should be on the same basis for Puerto 
Rico and the Virgin Islands as for other jurisdictions. In particular, the annual 
dollar limitations on Federal participation should be removed. 

17. The funds authorized and appropriated for child-welfare services in the 
Social Security Act should be increased to an amount sufficient to stimulate and 
support the development of adequate State programs. 

18. Provision should be made in the law for redistribution of Federal funds 
appropriated for child-welfare services so that allotments not used by a State 
in any year could be redistributed to other States or could be made available to 
that State the following year. 

19. The Federal Government, in cooperation with the States, should study 
the restriction on Federal financial participation in assistance payments to 
adults living in public, nonmedical institutions. 

20. The Federal Government should participate financially in the costs of 
any State and local civil-defense welfare services. 

21. Federal legislation should provide funds for repatriation from abroad 
of American nationals in need of assistance. 
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Administration 

22. Adequate and qualified personnel is essential in the administration of 
public-welfare programs. Federal financial participation in administrative 
costs of State welfare programs should be sufficient to enable States to provide 
for the adequate administration of all welfare programs. 

23. Adequate Federal funds should be authorized on a permanent basis to 
assist States in training staff for State and local public-welfare programs and 
moneys should be appropriated for this purpose. 

24. Public-welfare programs in which the Federal Government participates 
financially should be administered by a single agency at the local, State, and 
Federal level. 

25. Federal, State, and local public-welfare agencies should participate in and 
assist in the administrative coordination of all related programs in which there 
is Federal financial participation. 

26. The administration of the Children’s Bureau should be maintained within 
the Social Security Administration. 


SOCIAL-INSURANCE PROGRAMS 
OASDI 

27. The contributory old-age, survivors, and disability insurance program, 
as a preferable means of meeting the income-maintenance needs of people and 
as a means of keeping the need for public assistance to a minimum, should be 
strengthened by making benefit payments more adequate, by increasing the 
amount of earnings creditable toward benefits to keep that amount in line with 
current conditions, by providing benefits for disabled insured persons of any age 
and for their dependents, by extending coverage to earners still excluded. To 
the extent that these changes increase the cost of the program, contributions 
should be increased to insure the financial stability of the program. 

28. Hospitalization costs of old-age, survivors, and disability insurance bene- 
ficiaries should be financed through the insurance program. 

29. The funds of the insurance program should be available to help restore 
disabled people to gainful employment where it reasonably appears such expendi- 
tures would result in a net saving to the fund. 

30. The membership of the Advisory Council on Social Security Financing, 
established by the 1956 amendments, should include representation from publie 
welfare, and its functions should be broadened to include responsibility for 
recommending improvements in all aspects of old-age, survivors, and disability 
insurance, with particular emphasis on methods of keeping the program in line 
with current economic conditions and with changes in levels of living. 

31. Adequate and qualified personnel are essential in the administration of the 
old-age, survivors, and disability insurance program. Federal funds should be 
made available for the training of staff in institutions of higher learning. 


Unemployment insurance 


82. The unemployment-insurance program should be strengthened with respect 
to extension of coverage, adequacy of benefit payments and duration, and less 
restrictive eligibility and disqualifications provisions. 


Other social insurance 


33. Study should be given to ways of improving and extending temporary 
disability-insurance benefits and workmen’s compensation programs. 


RESEARCH AND DEMONSTRATION PROJECTS 


34. Federal funds should be authorized and appropriated for research and 
demonstration projects in all aspects of social security and public welfare. 


RELATED PROGRAMS 


35. The Federal Government should provide leadership, funds, and research 
for the promotion of health and the prevention of sickness and disability con- 
tributing to dependency. In particular, the amounts authorized and appropri- 
ated for maternal and child health and crippled children’s services in the Social 
Security Act should be increased. 

36. Federal financial participation in the vocational rehabilitation program 
should be available to serve all vocationally handicapped persons who present 
reasonable possibilities of attaining a vucational objective. 
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37. The Federal Fair Labor Standards Act should be amended to extend cover- 
age and to increase the minimum wage in line with current conditions. 

The Cuarrman. Are there any questions of Dr. Winston ? 

Mr. Forand will inquire, Dr. Winston. 

Mr. Foranp. Doctor, on page 5 of your statement, in the first 
paragraph, you say: 

We call special attention, therefore, to that Federal legislative objective of 
the American Public Welfare Association which supports financing hospitaliza- 
tion costs— 
and so forth. 

Are you familiar with the bill I introduced last year, H. R. 9467? 

Dr. Winston. Yes, sir; I think I am. 

Mr. Foranp. Do you have any particular comments as to the need 
for such legislation ? 

Dr. Winston. Certainly, we are concerned because we see every day 
the problem of lack of adequate provisions for meeting the health 
needs of indigent people. We are well aware, sir, of the longtime 
leadership that you have given in introducing legislation which would 
help to remedy that type of problem. 

Mr. Foranp. Thank you. 

You, also, I am sure, are familiar with the type of cases to which 
I was referring this morning. Perhaps you were here when I was 
asking Secretary Folsom some questions about that group of people 
between the indigent and the wealthy. Are those not the families 
that really need the help right now regarding hospitalization and 
surgical benefits? As I said this morning, the indigent and the 
wealthy get the best that there is available in that line, but that 
group that lies between those two categories is the group where they 
do not, actually, meet the means test. Yet they are not in a financial 
situation where they can pay for hospitalization and surgical care 
services, especially when their troubles are prolonged. I am trying 
to find a way to take care of that type of case. 

Much has been said about the health insurance that is available. 
I am sure you know and I know that such insurance is not available, 
in the true sense of the word, because these people in many instances 
just cannot pay for it. 

That is the reason why I made mention here of the fact that I note 
that the Public Welfare Association favors hospitalization, and any 
suggestion or any help that you or your organization may be able to 
offer, either to perfect my bill or give the committee some idea as to 
an alternative that will accomplish the same purpose, would be most 
welcome. 

Dr. Winston. Thank you, sir. We certainly will agree with you 
about the wealthy being the people who can, today, have their health 
needs met. 

When it comes to the very lowest income group, namely, the re- 
cipients of public assistance, actually, even under present legislation, 
a great deal depends upon where those people happen to live. 

If you review, as I am sure you have, the current figures with regard 
to the extent to which the 1956 amendments have been put into effect, 
you will see that, while there has been great progress, there are still 
many areas, particularly in the South, where little progress has been 
made toward meeting the costs of needed medical care. 
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Of course, in the higher-income States, there are real problems, too, 
around the requirements that are established in the 1956 act, so that I 
would say that, as far as the very lowest income groups are concerned, 
while we have made much progress, actually we still have a great deal 
that needs to be done in meeting their needs fully. 

Now, with regard to the group that sometimes we call the medically 
indigent, which is just above that group that receives public assist- 
ance, we have realized, as you have indicated, that particular problems 
exist there. I think that is one of the reasons we are especially inter- 
ested in Federal participation in a general assistance program at this 
time. That would really be a program that normally would take care 
of people who are having special fairly short-time difficulties. If we 
had such a program, and it came under the same type of medical-care 
provisions which we have for the other public-assistance programs, 
you would have one feasible way of moving forward in the direction 
in which you have indicated your interest. 

Mr. Foranp. Thank you very much. 

The CHAIRMAN. Are there any further questions? 

Mr. Simpson will inquire. 

Mr. Stimpson. Doctor, I am interested in the last comment. If we 
had general assistance, did I understand it would provide a feastble 
means of moving into an area of providing necessary assistance for 
individuals who were a level above the recognized indigent? 

Dr. Winston. What happens is that often ‘the people who are now 
outside of the public assistances, who are either on a fairly long-time 
or a short-time basis in great economic need could be covered within a 
general-assistance program properly defined, and, of course, your 
definitions here would affect this. But if you have participation in 
general assistance and bring that within the present program for medi- 
cal care, you would have a method of getting at at least part of these 
people whose health needs are so great that now fall in between pub- 
lic assistance and persons who are fully able to pay for medical care. 

Mr. Simpson. I did understand your statement. The question I 
should probably ask is, are you advocating legislation which recog- 
nizes Federal and State responsibility in an area above the area where 
the need is a requirement which must be proven ? 

Dr. Winston. Well, of course, actually States are already some- 
what involved in this area that we are discussing. The extent to which 
they are involved will vary substantially, though, from State to State. 
‘hans are not yet in it at all, and that makes for very broad inequities 
among States. 

Mr. Stwpson. Perhaps you are not prepared to give a categorical 
answer in that area. Let us hold off for the present. It is a subject, 
though, in which I think I appreciate the problem. 

If we know of a claimant or family which has what will probably 
be a long continuing expense, physical or otherwise, with very lim- 
ited assets which are necessarily decreasing day by day, perhaps you 
may say that the social good of the country would require that, before 
there be a complete collapse there, the State or the Federal Govern- 
ment should recognize that area as one deserving of assistance. Is 
that the picture? 

Dr. Wryston. I think that answers it, recognizing that we must 
still find financial need as in other programs. 
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Mr. Stmpson. I suggest that it does. Unless the definition to which 
you referred earlier is limited in a very proper way and a very certain 
way, it might open up extremely broad fields, perhaps too broad. 
That is the reason for the definition. 

I noticed that you smiled when I used the word “definition.” You 
do recognize that there would have to be some care in preparing that ? 

Dr. Winston. Yes, sir; and we generally have found that the defini- 
tions as established by the Congress and interpreted to us have been 
relatively restrictive. We would expect to determine need on a similar 
basis. 

Mr. Stmpson. You recognize that Congress has tried. 

The Cuatrman. Mr. Eberharter will inquire, Doctor. 

Mr. Esernarter. Dr. Winston, you suggested that the coverage 
under the OASI program be broadened. ‘There are many thousands 
of employers who have employed people who are not covered under 
the old-age and survivors insurance program. Do you agree with me 
in that statement? Do you agree with that statement ? 

Dr. Winston. Would you repeat it, sir? I did not get the first 
part of it. 

Mr. Exernarter. Let me put it this way: Can you specifically men- 
tion any categories of employees who should now be included in the 
old-age and survivors insurance who are not now included ? 

Dr. Winston. I think, sir, when we are talking about coverage we 
are referring particularly to such matters as the dependents of per- 
sons who are eligible for disability insurance. Then we also have the 
question of the age limitations in disability insurance. 

Mr. Eseruarrter. I see. Then you do not care to specify particu- 
larly any broader coverage in general ? 

Dr. Winston. That was not the intent of the reference. 

Mr. Esernartrer. Your papers do not refer to that specifically, de 
they, in your presentation today ? 

Dr. Winston. No, sir. 

Mr. Esernarter. You do not refer to that. 

You advocated, under Mr. Simpson’s questioning, that we sort of 
broaden the field of public assistance so that in some cases we perhaps 
might not need to prove desperate need. You can talk in a little 
higher level sometimes. Do you not think that that would be better 
taken care of under the old-age and survivors insurance program for 
those that are covered rather than direct public assistance ¢ 

Dr. Winston. I think there are two answers to that question. We 
have always advocated an adequate program under the social insur- 
ances. I hope I have made that clear in the testimony. It is cer- 
tainly clear in our attached objectives. We do recognize the fact that 
in the public assistance programs we do not have coverage of all per- 
sons who may actually be in like circumstances of heat because the 
public assistance programs apply only to limited categories. 

In replying to Mr. Simpson, I was indicating that we would like 
to see those gaps filled in. 

Now, you can have a family in which there is just as great need. 
You have hungry children. The father is out of work and that 
family is not covered whereas, across the street, where the father has 
deserted his family, the family of children is covered. 

Mr. Esernarter. I think that answers my question. 
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The Cuarman. Mr. Mason will inquire, Dr. Winston. 

Mr. Mason. Dr. Winston, I have a very harsh question to propose. 
You have been advocating bigger and better welfare programs. We 
used to have a Congressman in the House, and I wish he were there 
yet, who every day took the floor and said, “Where is the money 
coming from?” I do not know as I should ask you that question, 
but I certainly feel that I have to ask this committee that question 
because it is the function of this committee to find those Federal funds 
for this Federal program. I think we are going too far on the Fed- 
eral end and taking too much of a responsibility that belongs to the 
States and local communities. 

Where is the money coming from? That is the question I have 
in my mind in all of these programs. 

That is all, Mr. Chairman. 

The Cuarrman. Are there further questions? 

Mr. Stmeson. I would like to inquire further. 

The Cuarmman. Mr. Simpson. 

Mr. Simpson. In connection with the man who lives in a town 
where, if he leaves his family and goes away, the children would be 
eligible for children’s assistance, is the use of the words “deserts his 
family” the significance? If he goes away to seek work somewhere 
else, he would not be eligible? 

Dr. Winston. If he goes away and seeks work somewhere else 
and finds it somewhere else and sends money back, of course he takes 
care of his children. 

Mr. Supson. If he deserts the children and his wife and leaves and 
indicates that he is not going to help any longer, I understood that 
the family would be eligible to relief under children’s relief. 

Dr. Winston. That is right. Under the present law, when chil- 
dren are deprived of support from the breadwinner as a result of 
desertion, they are eligible. 

I might call your attention to the fact that all of our States and 
the District of Columbia participate in the reciprocal enforcement 
of support act which is a great help to us. When a man has left 
his family and does not send money back we can often, through re- 
ciprocity, get support. 

Mr. Stupson. You draw the picture to show that if the father stays 
at home and hunts in hopeless circumstances to get employment, 
there is no relief at all for them; is that right ? 

Dr. Winston. Of course, in some communities we have some local 
relief and in some States we have small amounts, but generally, this is 
not adequate. 

Mr. Simpson. Would that be out of general assistance itself ? 

Dr. Winston. It could be either under general assistance or under 
a broadening of the aid to dependent children program. There are 
several possibilities as to how the law might be framed. 

Mr. Srovpson. If the man deserts and no one knows where he is, then 
they are eligible? 

Dr. Winston. Yes, sir. 

Mr. Simpson. On the other hand, if he stays right there and hunts 
work where there is no hope of getting work, there is nothing we can do 
to help them ? 

Dr. Winston. Not under the present program in which the Federal 
Government participates. 
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Mr. Srmpson. If he goes away and they know where he is and he is 
trying to find work where there may be work available, that is the 
circumstance which I do not understand. 

Dr. Winston. Then we cannot prove desertion. 

Mr. Simpson. Desertion is the criterion ¢ 

Dr. Winston. Desertion is a legal term defined variously in our 
States. 

Mr. Stmpson. We are creating circumstances in some of the textile 
areas where unless you leave there isno work. A man cannot go away 
and take his family with him until he finds a job. 

Dr. Winston. We are having great problems, as you know, in cer- 
tain of our agricultural] areas where there is just no work. Land has 
been taken out of cultivation, the landowners are no longer employing 
the people they once did and there is nothing to replace that agricul- 
tural employment. 

Mr. Simpson. You are in agreement with me, I think, that something 
should be done to encourage a man to go where there is work to try to 
get it without penalizing his family. If he stays home he may get 
general assistance and spend his last days there living on general 
assistance. 

Dr. Winston. Certainly, we believe that every effort should be made 
to encourage and help people to find employment and support their 
families. 

Mr. Stupson. The point is that you do not want him to have to 
desert in order to get help. 

I finally have understood it. Thank you. 

The Cuamman. Are there further questions ? 

Dr. Winston, what is the position of the American Public Welfare 
Association with respect to the matter of Federal participation in qhe 
benefit programs for the aged, for the blind, for the disabled, and for 
dependent children? Are you recommending legislation this year 
for an increase in Federal participation in those programs ? 

You make a statement that leads me to believe that that is what you 
mean. You point out that percentagewise Federal participation 
today, in view of the cost of living, is much less than it was in 1956 
when action was last taken by the Congress in this area. 

Dr. Winston. Mr. Chairman, we are of the opinion that attention 
will be given in this session as it already has been in the other House 
to increasing payments in the public-assistance programs. We would 
hope that any such increases would be equitable in the way in which 
they are developed so that the neediest people would be the 
beneficiaries. 

The Cuarrman. Let me get this clear in my mind, if I may. 

The American Public Welfare Association is led to believe that 
there will be some increase but are you suggesting that such an in- 
crease should be made and, if so, under what formula or what ap- 
proach should we move to provide such increase of Federal partici- 
pation in these programs that I have outlined ? 

Dr. Wryston. We have long been on record as believing basically 
in a variable-grant program. We realize that there have been other 
ways of doing it. 

The CuarrMan. It was my recollection that in your previous ap- 
pearances your organization did suggest we adopt the variable-grant 
program. 
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You are aware of the fact, of course, that Congress has always re- 
fused to utilize that approach and has proceeded on some other basis. 

Now, do you see the same weaknesses in the approach in the first 
formula that I suggested to the Secretary of Health, Education, and 
Welfare this morning that he pointed out? The formula proceeded 
upon four-fifths of the first $30, two-thirds of the first $15, 50 percent 
of the next 25. 

Would that be as helpful to States, in your opinion, as a formula 
that provided for a flat $5 increase across-the-board so that all States 
would receive it ? 

Dr. Winston. We have seen the tables which have been developed 
on the basis of the proposed formula of four-fifths and then two- 
thirds and then one-half matching and we have noted, of course, that 
the States that would receive the larger increases and the maximum 
amount which we believe is $7.50 per recipient under that particular 
formula would be the States that are in the middle and the upper 

roup of States with regard to per capita income. The lower-income 
tates would receive very little or any help in meeting their problems 
under that particular formula. 

We are of the opinion that, if there is some kind of a flat amount 
which is added to the grants, it will more nearly meet the objectives 
if it is introduced into the formula as the amounts have been intro- 
duced in earlier sessions of the Congress; in other words, added at the 
bottom. 

The Cuatrman. You point out also that the McFarland amend- 
ments under existing law expire on June 30, 1959. If Congress takes 
no action now, and then with respect to continuing those provisions, 
what would be the effect ? 

Dr. Winston. It would certainly be a catastrophe. 

The Cuarmman. I mean in dollars. Would our contribution for 
this purpose to the States decline per recipient ? 

Dr. Winston. I am not sure that I know how many times we would 
go back on that $5 but it is my understanding that at least two in- 
creases and perhaps more would be involved. 

The Cuatrman. Possibly three. 

Dr. Winston. Yes, sir. 

The CuarrMan. But it would be at least two $5 increases or $10 
per person ? 29 

Dr. Winston. That, of course, would be catastrophic in our low- 
income States, and I understand would be very, very difficult even 
for the high-income States. 

The Cuarrman. Do you think it is important, however, that if we 
do legislate in the area of public assistance, that we not confine our 
action to the matter of dollar contribution to the State programs but 
also broaden the area of the contribution? Is that equally important? 

Dr. Winston. We would hope so at this time when we have just 
had the experience of recession condition in so many of our States. 

The CuatrmMan. Do you have any estimates of the cost of the sug- 
gestion to provide, in the area of aid to dependent children, to take 
care of the situation where unemployment arises ? 

Dr. Winston. I would prefer, sir, that those figures come from 
the Department, although we will be very glad to see that they are 
obtained. We do not think actually that the amounts would be so 
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very great but we would get some flexibility into the program that 
we now do not have. 

The Cuatrman. Are you suggesting in the area of aid to the per- 
a and totally disabled that we also provide for temporary 

isabllity ¢ 

Dr. Weneron. Yes, sir; because we see what happens when we have 
a breadwinner who is temporarily out of the labor force because of 
illness—the impact of the destitution that falls upon his family, the 
mounting up of the medical bills, and we feel that in terms of human 
values and in economic terms, we are actually contributing to long- 
time costs whereas, a small amount of help at the time the family 
really needs it, would pay off in many ways. 

The Cuarrman. Dr. Winston, tell me briefly, if you will, just how 
the State program of general assistance works. Who is eligible under 
the usual State program for general assistance ? 

Dr. Winston. Actually, the policies with regard to general assist- 
ance vary quite widely. In some cases the program is extremely 
limited. In others, it is relatively broad in the sense that it can take 
care of more of the factors that bring about destitution for a family. 
We may have, for example, a woman who is unable to work. She 
does not have children. She is not disabled. She needs help. She 
has nothing on which to live. She would not in many places be 
eligible. In others, she would be picked up under a general assistance 
program. 

We have wide variation in terms of whether or not employable 
people may be assisted through general assistance. 

We have the use of that program in some instances out of local 
or State and local funds or State funds for persons who ultimately 
will be eligible for one of the public-assistance programs but they 
need tiding over. Generally where it is in operation, and they are 
really trying to do the necessary job, it is a more flexible program 
for meeting immediate and emergency needs than our so-called cate- 
gorical assistance programs. 

The CuatrmMan. How can we draw lines in this area to bring about 
the results that you have in mind in helping people who cannot qualify 
under the other programs but who are in need, and not at the same 
time run the risk of some abuse or a lot of abuse of the program ? 

It is pretty easy, is it not, to determine with respect to the other 
programs? Can we determine as easily with respect to general as- 
sistance ? 

Dr. Winston. Well, actually, if you set limitations with regard to 
the extent of help which the Federal Government will participate in, 
if you provide for taking into account all resources as we now do in 
the public-assistance programs, you are building in restrictions which 
will limit the availability of this type of assistance to needy people. 

The CuatrMan. Would you suggest that we utilize the same for- 
mula for this type of a program that is utilized with respect to the 
aged, the blind, and disabled, or would you put this on a 50-50 match- 
ing basis? 

Dr. Winston. I certainly would not put it on a 50-50 matching 
basis. I think our association has not taken a position on this so that, 
if you do not mind, I will wear my other hat as the commissioner from 


North Carolina on that. We would hope that, if a new program were 


inaugurated, consideration would be given to a variable grant formula. 
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The Cuatrman. In the general assistance? 

Dr. Wryston. Yes, sir. 

The Cuaimrman. Would you need these other suggestions if we did 
that? Would you need to amend the ADC program to take care of 
children in the home where the father is available for employment 
but cannot find it? Would you need to do that if you provided for a 
general-assistance program ¢ 

Dr. Winston. Depending on how the legislation was worded, it is 
quite possible that these would turn out to be alternative suggestions. 

The Cuatrman. Would it be necessary to take care of the tempo- 
rarily disabled if we set up the general-assistance program ¢ 

Dr. Winston. I would think that, with a properly established gen- 
eral-assistance program, we could take care of the groups that we 
have referred to under aid to dependent children and aid to the per- 
manently and totally disabled. 

The Cuatmrman. Let me inquire with respect to the child welfare 
services and the program on maternal and child health and the crip- 
pled children. You state that we should raise these ceilings to $25 
million ¢ 

Dr. Winston. Yes, sir. 

The Cuarrman. As a matter of fact, if we did that, how long would 
it take the States to utilize that amount ? 

Dr. Winston. I hope not very long because, actually, we have so 
very little money in relation to the needs of children. Over a period 
of time, as the numbers of children have increased, in many instances 
we have been spending less proportionately for those children. Under 
no circumstances are the amounts very large, but what we can do with 
these specialized funds in meeting the particular needs of children is 
tremendous. 

‘The Cuatrman., I was merely trying to get some information from 
you as a commissioner of one of our very fine States. 

I had understood that it was rather a long-term proposition to get 
States to build up to the maximum which we authorize for our part 
in these programs. For example, as I understand now in the child 
welfare services, there is authorization for an appropriation of $12 
million, and you have endorsed that figure for fiscal year 1959 but, as I 
recall, the appropriation bill which passed the House recently con- 
tained only $10 million for this purpose. 

Dr. Winston. Eleven million dollars, sir. 

The Cuarrman. Was it $11 million ? 

Dr. Winston. Yes, for fiscal 1959. 

The Cuarrman. It was under the ceiling. 

If we raise that to $25 million, would it not be a long time before 
the States would be in a position to fully utilize the Federal con- 
tribution ? 

Dr. Winston. It would certainly take a while for States to build 
up. Now, along with the $25 million, you will note we are also recom- 
mending extension of child welfare services to children in urban areas. 

The Cuarrman. I understand that you are. 

Dr. Winston. What you really have is the problem of 48 States, 
all of which move at a somewhat different rate. One of the reasons 
that we have advocated a change in the law so that there can be 
redistribution of unspent moneys in one State is because we recognize 
the fact that States would move at different rates. 
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We do not anticipate, frankly, that the $25 million would be ap- 
propriated immediately. We would have an authorization which 
we would move toward just as we have been moving toward the ap- 
propriation of the $12 million authorized. 

The Cuairman. I have a very strong feeling about these three 
orograms and I want them to be utilized, but to increase the ceiling 

y more than 100 percent seemed to be a little unnecessary at this 
time. If the States would not get to that in the next 5 or 6 years, 
we could go up some now and ‘then again raise the ceiling later and 
accomplish the same overall result that would be accomplished with 
an increase now. 

It might be a little better if we did not take it all at one jump. 

Mr. Mason. Mr. Chairman, I think the lady is advocating the $25 
million authorization as the goal and would be glad if we just appro- 
yrnte 2 or 3 more million dollars each year until we reach that goal. 

s that the suggestion ? 

The Cuairman. I believe that is what she is suggesting. 

Dr. Winston. That is what we really anticipate. 

The Cuarrman. I was asking if we could not accomplish the same 
objective by an increase in authorization each year. Are there further 
questions ? 

Mr. Reed will inquire. 

Mr. Resp. I am sorry that I was not here earlier when you pre- 
sented your paper, Doctor. 

I have been wondering about a fact that may be in your possession. 
What percent of the eligible old are now covered or, to put it another 
way, how many are not covered who should be covered under old age 
and survivors assistance ? 

Dr. Winston. Would you repeat that, please? 

Mr. Reep. I am trying to find out, if you have the figure, how 
er people in the several States are not covered who are really 


eligible for old-age assistance. I mean how many are not taken 
care of ? 


Dr. Winston. Through old-age assistance ? 

Mr. Reep. Yes. 

The Cuarrman. Those who are eligible for it. 

Dr. Winston. Under the old-age assistance title all eligible people 
within the policies that have been established for the program are 
supposed to be receiving old-age assistance. Of course, the rates 
differ substantially from State to State. There are many reasons 
for that. 

The problem, basically, is not so much lack of coverage or lack of 
inclusion of needy aged people within old-age assistance as it is the 
grossly inadequate grants in terms of the cost of a minimum budget 
in many of our States. 

Mr. Reep. What I am interested in is that there are a great many 
people who feel perhaps that it is not in accord with their self-respect 
to ask assistance and who are really eligible for it. I am wondering 
if you have a survey that indicates some idea of how many of those 
people there are. 

Dr. Winston. Of course, we would hope that old-age assistance is 
granted in such a dignified manner and protecting the self-respect of 
older people so that they would not fail to apply because of the reasons 
you suggest. 
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The only figures we have which would have perhaps some bearing 
on this are data with regard to average income of persons 65 years of 
age and over. 

In general, however, I would think that our problems today are 
not specifically old people who are in need of old-age assistance who 
have not applied for it. 

Mr. Reep. Thank you very much. I have had a feeling that there 
must be a large number of people who feel that it is not in : accordance 
with their self- -respect to receive assistance if they can possibly avoid 
it. I know of some instances where that is the case. 

Dr. Wrnston. I am sure there are some, but I would doubt that the 
number is very great taking the country as a whole. 

Mr. Reep. Has the welfare service tried to persuade these people 
to seek the aid of old-age assistance ? 

Dr. Wryston. I think our role is to make clear to the public, through 
normal channels, what the programs are that we administer. Then 
people make their own decisions as to whether or not they come to the 
Welfare Department to apply for any of the types of service which are 
available, both financial and nonfinancial. 

Mr. Reep. Thank you very much. 

The Cuatrman. Arethere any further questions? 

If not, Dr. Winston, we thank you for coming to the committee and 
giving us the benefit of the views of the American Public Welfare 
Association and also as commissioner of the fine State of North 
Carolina. 

(Dr. Winston later submitted the following resolution :) 


RESOLUTION PASSED BY BOARD OF DIRECTORS, AMERICAN PUBLIC WELFARE 
ASSOCIATION, JUNE 27,1958 


Resolved, That in view of the high rate of unemployment in many localities, 
together with the recent increases in the cost of living, renewed emphasis must 
be given to the urgent need to strengthen throughout the Nation the public 
welfare services which assist in safeguarding and restoring families from the 
disastrous consequences of economic and social deprivation. 

The board of directors of the American Public Welfare Association therefore 
reaffirms its support of the legislative objectives outlined in its 1958 report and 
endorses those measures which are immediately necessary to the attainment of 
the following objectives: 

1. An across-the-board increase in the old-age, survivors, and disability 
insurance benefits to a level more closely related to meeting current needs 
of the 12 million beneficiaries ; 

2. A more realistic, flexible, and comprehensive basis for Federal financial 
participation in providing public assistance to needy persons, including 
medical care; 

3. A broadening of Federal aid to the States to enable them to give ade- 
quate care to the needy families of unemployed breadwinners ; 

4. Increased and broadened Federal grants to States for child welfare 
services under title V of the Social Security Act. 

The CuHarrMan. Our next witness is Mr. Waxter. 

Mr. Waxter, will you identify yourself for the record by giving us 
your name and the capacity. in which you appear? 

Mr. Waxter. My name is Thomas J. Waxter. I am director of 
welfare for M: aryland right next to the District. 

I am here with Dr. ‘Winston, representing the American Public 
Welfare Association and, Mr. Chairman, if you will allow me, I will 
just take a few minutes to underscore several things that Dr. Winston 
has said. 











JQ 


— 
rh 


oo 


wu _— / 





SOCIAL-SECURITY LEGISLATION 63 


The Cuarrman. You are recognized, sir. 

Mr. Waxrer. One thing that I would like to say to you, Mr. 
Chairman, is that the McFarland amendment also involves this one 
specific item: In Maryland and in other States at the moment we are 
drawing up our suggested budget to go to the State legislature for 
the years 1959 and 1960. 

The uncertainty as to the McFarland amendment and the guessing 
that we have to do as to what the Congress will in turn do gets us into 
a good deal of difficulty with our own budget people in the States 
because we do not know what to anticipate from the Federal Govern- 
ment. It leaves us hanging in the air unless we get some indication 
by September or October when the normal State files its budget with 


the regular budget authority of their State. 


The Cuatrman. In other words, if I may interpose at this point, it 
is important for us to decide what to do about the McFarland amend- 
ments in this session of Congress and not wait until the next session 
or some time just before June 30, 1959, if we are to accommodate the 
situation in the States? 

Mr. Waxter. That is right, if the States are going to have a clear 
budgeting procedure before them, and we do want to underscore the 
fact that we would like to see the Congress, we would propose to the 
Congress that they adopt a more liberal matching formula for the 
public assistance category. 

There are several items that I would like to stress. First: I have 
been working in the field of child care first in the running of the 
juvenile court in the city of Baltimore during the thirties and since 
then with the department of welfare in the city of Baltimore and the 
State of Maryland, and it seems to me in watching this developing 

icture in public assistance that what really has happened is that 
liesle in the thirties the people of the country and this Congress did 
not like the idea of having large numbers of men, women, and children 
on relief. 

There was something about it that was degrading to the average 
American, so that they decided that they would develop ways and 
means of getting people off relief and this is the reason we have the 
OASI, which took off the majority of the aged and children and then 
large numbers of the disabled several years ago. Finally there is un- 
employment compensation. 

Congress gradually broadened the two acts because it is still thought 
to be demeaning to be on relief. 

What Mr. Reed has suggested in his question about old-age assist- 
ance is that it still seems to be demeaning to be on relief and the Con- 
gress has not given the attention to the people who fall through the 
screens that we have set up in old-age and survivors’ insurance and 
unemployment compensation. Congress, in enacting the extension or 
permitting the extension of unemployment compensation, has again 
demonstrated that it considers there is something bad about public 
assistance, and I think there is, too. 

I think we ought to do everything in God’s world to get the people 
off relief on toa Tetons insurance program. 


But as long as they are on relief, we ought to do a decent job by 
them and give them protection. There are groups of people, as 
Dr. Winston has pointed out, who are not covered by any of these 
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programs, who are not screened by any of the assistance programs 
or the insurance programs, and who are left to fend for themselves 
without any assistance. 

The largest group is the unemployed of the country and their 
families, who have exhausted unemployment compensation or who 
are not entitled to unemployment compensation. 

Dr. Winston points out that in the State of Maryland we are faced 
with men with families, where they can’t get work and they are not, 
for one reason or another, entitled to unemploy ment compensation, 
where they have to leave their homes and desert their families in 
order to entitle their wives and children to sufficient money to eat. 

That is why we are strongly recommending that ADC be broad- 
ened to include all needy children, or, as I heard you suggest that you 
might consider, Mr. Chairman, at a former meeting th: it I attended 
over here, that you might, with aid to dependent children, might have 
not only children who are in need because of the desertion, death, or 
disability of a parent, but that we would so protect the individual 
child who does not have enough food because the father is out of 
work. 

We would also like to see a change in the aid to the permanently 
and totally disabled law. We would take out the permanent and 
total part and leave it with disability alone. 

In my State, and I think my State is typical of a good many States 
in the Union, to answer your question specifically about who is covered 
by general assistance, we cover in Maryland the people who are dis- 
abled, who are disabled but who are not permanently and totally dis- 
abled. 

We have about 4,000 such individuals who are receiving aid. The 
vast majority of them are single people who are not old enough to 
receive old-age assistance. But age is a variable thing. Some people 
are old and unable to work because of the debilities of age at 62 and 
63, and other people are sound at 80. They may not have all the 
energy reserve they had at 50, but they are healthy and their intellect 
is unimpaired at 70 or 80. 

But by setting up this fictitious thing of 65 in OAA, we leave out a 
large number of people that we cannot help. 

The last thing I would like to picture is this: We have a lot of 
trouble with ADC throughout the country because we get involved 
in all kinds of moral problems with the feeling in the community 
about illegitimacy, and about the fact that when a woman is on re- 
lief, and we believe this, she can’t let man have the rights of a hus- 
band without having responsibilities of taking care of the woman 
and the children. 

In Maryland we are starting out to do a piece of research in that 
area, and we feel that the Federal Government ought to be sufficiently 
interested in such problems to do something about putting up money 
and meeting the authorizations for the research and training pro- 
visions that you have already enacted into law, but which you have 
not implemented by making an appropriation. 

We feel that when the Congress in Federal money alone on public 
assist: unce puts up $1,800 million, it ought to be suffic iently interested 
in what is going on to supply some money for research programs and 
to get people that are trained to do this business. 
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I can tell you after being in public assistance and administering a 
program for a long number of years, that we badly need trained 
people in the field, not to put out checks, not to see that people neces- 
sarily are eligible for the money that they are getting, but to be able 
to help people who are in distress get back to doing something under 
their own steam, becoming sm BI in getting to be respon- 
sible people who meet their own needs. 

Last and by no means least is the child-welfare program. 

I don’t know how typical my State is of the other States in the 
Union, but the small amount odie that we have gotten from the 
child-welfare provisions—we get about $113,000 a year of child- 
welfare money—that money over the years has been used to demon- 
strate in our State the need for decent care for children in all aspects of 
the children’s program and has resulted, and has been a main factor 
in building up in our State, a fairly good service to children. 

But we are only in midstream with our children’s program. Now 
we are talking about children who are either away from their own 
homes or who are living in homes of neglect and distress. If there are 
any children in the world who need help, it is the kind of children 
that would benefit from the child-welfare grant. That is why we hope 
that this year you go up to $12 million, and that you consider raising 
the level from 12 up to something higher than that that will promote 
really good care for the kids in the country that need it more than any 
other group. 

IT am talking about the delinquent group, the children that are living 
in neglected homes, where we have not been able to get the stability of 
family life that we want, and to get into that area and really protect 
those children. 

We are trying to find out why we have so much neglect and family 
background in areas in America and what we can do about it. 

That is all I have to say. I am really over here to insure and sup- 
port Dr. Winston and to do what I can in being helpful in saying that 
from the point of view of the Administrator of Public Welfare, we 
are just beginning with a program that we see is very good, in the 
children’s field of undernourished children and doing something 
about the problems of children that have special needs and with the 
groups that screen all the way through. 

We hope you do something about broadening coverage and enabling 
us to give a little higher grant to the poorest people in America. 

The Cuarrman. We appreciate very much your coming to the com- 
mittee and giving us the benefit of your views. Do you agree with 
what Dr. Winston said with respect to the possibility that if general 
assistance should be participated in by the Federal Government, it 
might be sufficient to take care of the needs of people who are now in 
need because of unemployment, who are not eligible for State unem- 
ployment compensation programs, for the people who become tem- 
porarily disabled and cannot qualify, who are in need of help and who 
cannot qualify under the existing total and permanent disability 
program, as well as the people that you are presently taking care of on 
your general assistance program ? 

Mr. Waxter. Yes, sir. 

The only one comment I would like to make is that it would be a 
matter of standards that you apply to that group if they would be 
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different from the other group. They would not receive the same 
degree of care. But with the same standards, there is no doubt about 
that, that would take care of it. 

The Carman. It would, of course, require the establishment of a 
new program for Federal participation and action by all of the State 
legislatures, I assume. 

Mr. Waxter. It would be up to the State legislatures as to whether 
they wanted it to file a plan. 

The CuHatmman. They would have to develop a program under 
State law, as I understand, and each legislature would have to act, so 
that if it would do any good in the next 2 or 3 years, it would be 
necessary for something to be done in this session, so that the legisla- 
tures coming into session in January would have an opportunity of 
implementing whatever we do by the passage of State law. 

Mr. Waxter. That is right, sir. 

The Cuarrman. State statutes would be required, as I understand 
it, in all instances. 

Mr. Waxter. Yes, sir. 

The CHatrman. Can you give me any idea, or can your American 
Public Welfare Association give us any idea for inclusion in the record 
at this point, of how this could be worked out? I am not asking you 
to give me the information now, but there would have to be a lot of 
planning with respect to this. Certain standards would have to be 
written into the law. 

Mr. Waxter. Mr. Chairman, we should be very glad to make such 
a proposal and give it to you, if you will give us a little time to 
work it out. 

The Cuatrman. If you will give it to us before the closing date of 
acceptance of material in this record, it will be helpful. 

Mr. Waxrter. We will, sir. 

The CHatrmMan. I remember during the course of the hearings to 
which you referred, it was suggested by all the groups represented 
before this committee, and all the people who came to testify, that if 
there is a problem of hardship due to unemployment, we ought to take 
care of it through this program to the extent that it is not cared for 
under the unemployment compensation program of each State. 

I think we should, at least, make some effort to go into that in con- 
nection with this matter of this before us and see if we cannot work 
out a satisfactory program. 

Mr. Waxter. This would involve setting up a new category. 

The CHarrman. That is what I am talking about. 

Mr. Waxter. We would be very glad to submit material on that for 
your consideration, sir. 

The CHamman. Fine. Are there any other questions, Mr. 
Eberharter ? 

Mr. Exsernarter. Mr. Waxter, do you think it would be a step in 
the right direction if we eliminated the factor of age in considering 
the eligibility of persons for general assistance ? 

Mr. Waxrter. You do that, in effect, Mr. Eberharter. That is the 
point that Mr. Mills was trying to make, as I understand it. 

Mr. Esernarter. Eliminate the factor of age entirely. 

Mr. Waxter. If you had a general assistance program, another 
catchall category, of general assistance, with proper safeguards thrown 
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around it, you would catch the people that I am talking about that 
are in need. Most of them would be much older persons. 

You see, I think this is true, that the doctors would agree with this, 
that not only are people living longer now because of all the new drugs 
and so on, but the people who would have died in early middle age, the 

oor physical constitution in their fifties, are now living on and 

becoming chronically ill as they go through, and with all kinds of 
disabilities. All those are not permanent and total to come under aid 
to the permanent and totally disabled. 

This would pick up that group, as I understand it, as a general 
assistance program, with that category. 

Mr. Expernarter. In other words, the general proposition is that 
those who are temporarily disabled should be taken care of, no matter 
at what age they are, even if they are 35 or 40 and they have a family, 
they ought to be able to be taken care of in appropriate cases? 

Mr. Waxter. Yes, sir. 

Mr. Esernarter. That is, under an assistance program ? 

Mr. Waxter. Right, sir. 

Mr. Esvernarter. Thank you. 

Mr. Waxter. May I say one thing before I go, Mr. Mills, Maryland 
just had a special session of the legislature to extend unemployment 
compensation from 26 to 39 weeks. There we had the same thing. 

The only opposition to the extension of the bill was that if there 
was a need to take care of people, it ought to be on the welfare program, 
so that we feel from that point alone there ought to be a general 
assistance category. 

The Cuamman. I made the suggestion because there seems to be 
general acceptance of the idea that we ought to take care of those 
people who are in need, who are unemployed and who are not eligible 
for the State unemployment compensation programs, through some 
extension of public assistance. 

Are there any further question ? 

Mr. Reed. 

Mr. Reep. I am very much interested in your statement, Mr. 
Waxter, especially from your experience with neglected children. I 
wanted to ask you a question that may be just outside of the purview 
of this inquiry, but which I think is really a part of it. From your 
experience in dealing with the children who are neglected, what would 
you say was the primary cause of the overall picture of the children 
finding themselves in difficulties who require assistance ? 

Mr. Waxter. Do you mean the main reason why children get into 
difficulty ? 

Mr. Reep. The main reason the overall picture of the children shows 
neglect ? 

Mr. Waxter. Well, I think the answer to that, Mr. Reid, is this: 

The people at Harvard Law School who have spent more time 
studying why children become delinquent and abnormal than any 
other group in the country say this, that if you have a family situation 
where there is a man and a woman both of whom are doing the sort 
of thing in life that gives them some measure of satisfaction, in other 
words they are leading fairly satisfactory lives, they are getting a 
certain amount of satisfaction out of life in what they are doing, being 
a Member of Congress, a lawyer, or whatever there might be, and if 
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there is between those two men and women this thing we call love, 
preference, whatever it may be, this emotional feeling between the two 
of them, and that goes out and takes in children, you don’t have dis- 
turbed children. 

You don’t have children causing the problems that so many thou- 
sands of our young people are causing today. In other words, I am 
trying to make the point that the main cause is the family disorganiza- 
tion and the family breakdown that we have in America. 

I think one of the base reasons, one of the great things we ought to 
know, is why should America in this country of ours ‘have e sO many 
more, for instance, juvenile delinquents than you find in England, 
France, or any other part of the Western World? 

What is there about our family structure and society that causes 
all of this family breakdown. That is one reason why we are so 
insistent upon getting some money for research and training in that 
field. It is really a matter where the American family seems to be 
less stable in large numbers than the families of the other countries 
of the Western World. 

Mr. Reep. That doesn’t mean no matter how poor a family may be, 
that family may be a large family, and they all live happily together, 
and the children are properly disciplined at all. But is there some 
other factor that enters into this broken family problem that you know 
of? 

Mr. Waxter. Well, we are not homogeneous people in the sense 
that the English people, the French, the German or the Dutch. We 
do have the problem of integration that causes a lot of delinquency on 
the part of Negro youth int this country. 

If I can take a moment, the only time I heard Mr. Einstein talk, 
he said something about the American scene. He said he had lived at 
Princeton for 20 years after coming from Germ: any, and as long as 
he lived there, he could never understand why seeing a lot of young 
men run down the road in short pants, it made the slightest. bit of 
difference who came in first in crossing a particular line. What he 
was talking about is the pressure that we put on our people to succeed 
and for success, that people are less satisfied with what they have in 
their position in this country. This is oftimes good. But it is also 
bad for many kids to be pressed beyond their ability and all the crass 
materialism of American civilization which is part of this whole gen- 
eral picture. 

Mr. Reep. Well, I appreciate all of that information, but I still 
wonder 

Mr. Waxter. I can’t answer your question categorically, Mr. Reed. 
I say this to you, though, and I say it in all sincerity. I think that in 
this field more than any other—we spend all of this money for sput- 
niks and all kinds of things people use to kill people—it does seem 
to me that the Congress ought to be sufficiently interested in what is 
happening in this whole family structure that we have in America to 
put up money and meet what they have set up themselves as necessary 
for research and training. 

Mr. Reep. I agree with you, Mr. Waxter. That is why I am asking 
these questions. There is something wrong when there are so many 
broken families in this country. 
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Mr. Waxter. There is something wrong, and we spend so much 
money on ADC because of desertion, and we would like to have a little 
money to do exploration to find out. 

Mr. Reep. Don’t you think it is very important to this country ¢ 

These children will be citizens before long. 

Mr. Waxrer. That is right. The kids get one awful break. Take 
the average illegitimate child when he is born. That kid is behind 
the 8-ball from the time he is born, in many instances, if he is born 
into a home with distress and neglect. 

You know, this is all of the criticism that is leveled at ADC, but to 
the kid, he has to live and he has to grow up and needs more protec- 
tion than any other group. He is truly the forgotten guy of America. 

Mr. Ret. I agree with you. 

Thank you. 

The Caarrman. Are there any further questions? 

Mr. Mason. Mr. Chairman, | ask unanimous consent that our dis- 
tinguished colleague, Mr. John W. McCormack of Massachusetts be 
heard at this time. 

The CuHatmrMan. The Chair has observed our good friend from 
Massachusetts, Mr. McCormack, the distinguished majority leader, 
and also observed that the commissioner of the State of Massachusetts 
was present. 

If you two desire to come up, you may do so, or you may come sep- 
arately. The Chair wants to recognize the distinguished majority 
leader anyway. 


STATEMENT OF REPRESENTATIVE JOHN W. McCORMACK, OF 
MASSACHUSETTS 


Mr. McCormack. Thank you, Mr. Chairman, and members of the 
committee, I am very happy to appear today before you, because it 
brings back to my mind in a most pointed manner years of happiness 
when I served as a member of the Committee on Ways and Means. 

My purpose today is going to be a brief one because I have with 
me a dedicated gentleman, like all these ladies and gentlemen who ap- 
pear before you, dedicated to human values and human considera- 
tions. 

In other words, human beings. 

My appearance today is in support of H. R. 11703, that I have in- 
troduced. 

In 1957, the problem of medical care for the aged, the needy blind, 
the disabled, and the sick and crippled child, was reviewed with me 
at length by the commissioner of public welfare of the Commonwealth 
of Massachusetts, Mr. Patrick A. Tompkins, and by the former Under 
Secretary of the Department of Labor, Gen. Michael J. Galvin, who 
has for some years now been a special consultant to the Massachusetts 
Hospital Association. 

Their sincere concern over the problems which would be created by 
the medical assistance amendments, Public Law 880, enacted in 1956, 
plus their combined experience in the administration of public wel- 
fare medical care, and the support of their contentions which was 
transmitted to me by leaders in the religious and charitable hospital 
and nursing home programs of the Commonwealth of Massachusetts, 
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convinced me, at least, that amendments to the medical provisions of 
Public Law 880 were in the public interest both of recipients of public 
assistance and the suppliers of medical and allied medical services, 
particularly, our great and generous charitable and religions hospitals 
and nursing homes. 

I, thereupon, presented in 1957 legislation known as H. R. 7238, 
which was considered by your committee, unanimously approved by 
it, and unanimously passed by the House of Representatives. 

Unfortunately, the regrettable, and I believe misguided opposition 
of the Department of Health, Education, and Welfare, resulted in 
the substitution of legislation sponsored by the Department of Health, 
Education, and Welfare, which your conferees and the House of Rep- 
resentatives reluctantly, and I repeat reluctantly, ac cepted so that ma- 
jor financial penalties to several States would be partially diminished. 

Because both General Galvin and Commissioner Tompkins and 
others have informed me that 10 months’ experience of providing med- 
cial services under Public Law 880 have created cumbersome and 
costly administrative procedures, anxiety on the part . recipients of 
public assistance and institutions providing medical service alike, 
and because it is my personal strong conviction that ( ongress should 
enact legislation which is the best legislation for the public interest 
and the public welfare, I have introduced this year H. R. 11703. 

On May 7, 1958, I addressed the House of Representatives on this 
subject, and copies of my address are available in this testimony for 
your committee’s review. I strongly urge your favorable considera- 
tion again for substantially the same legislative prov isions which you 
approved i in 1957, as per the substance of H. R. 7238, and which is 
incorporated in H. R. 11703. 

I appreciate your courtesy in permitting me to appear before you, 
and again reiterate my pleasure because it is like coming back home 
again. 

The Crarrman. Mr. McCormack, do you have a copy of the speech 
you made on the floor to which you referred ? 

Mr. McCormack. I have; sir, yes. 

The Cnatrman. Without objection that will be included also in 
the record at this point. 

(The document referred to follows :) 


[From the Congressional Record, May 7, 1958] 


MEDICAL SERVICES TO THE ELDERLY, SICK, BLIND, AND HANDICAPPED—SPEECH OF 
Hon. JoHn W. McCorMACK, OF MASSACITUSETTS, IN THE HOUSE OF REPRESENTA- 
TIVES, WEDNESDAY, May 7, 1958 


Mr. McCormack. Mr. Speaker, on March 27, 1958, I introduced H. R. 11703, 
which will assure adequate, proper, yet minimum medical services to the sick 
senior citizens of this great country—the bedridden, the handicapped, and dis- 
abled of all ages, including crippled and maimed children. I believe, as did 
many of you on both sides of the aisle, that Congress, in its wisdom, had so 
provided such medical services to the elderly, sick, blind, and handicapped in 
1956—the 84th Congress—by enactment of Public Law 880. I discovered early 
in 1957, as many of you have also learned, that in the closing days of the 84th 
Congress a provision was written into Public Law 880 which prohibits States 
from providing the adequate medical services intended by Congress for elderly, 
sick, blind, and handicapped adults and children. 

For these reasons, I introduced during the first half of the 85th Congress 
H. R. 7238, which would have corrected the administratively costly, financially 
punitive, and the undesirable and inadequate medical services resulting from 
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Public Law 880. In my address to you, Mr. Speaker, in this House on May 23, 
1957, I stated that Public Law 880 interfered with the administration of medical 
care by the States, and that the Congress did not intend such an infringement 
on State’s rights. Months of experience since July 1, 1957—the effective date 
of Public Law 880—have proven my charge of interference with administrative 
practice and abolition of the right of a State to choose its method of medical- 
service administration without severe financial penalties amounting to millions 
of dollars to be correct and accurate. My own Commonwealth of Massachu- 
setts has been compelled to change its methods of providing medical services 
to the sick, aged, to the crippled and maimed children, and to the disabled and 
handicapped in order that Federal grants-in-aid to the amount of $8 million 
for medical services received by Massachusetts prior to the enactment of Public 
Law 880 would not be lost. The great State of Illinois is presently losing in 
excess of $4 million in Federal grants for medical services, which they had 
been told, and fully believed, that Public Law 880 would give to them. Dozens 
of other States have experienced, on a percentage basis, relatively similar finan- 
cial losses, or, as in the case of Massachusetts, have been forced into a cumber- 
some, confusing, and costly method of administration so that such millions of 
dollars of Federal grants would be conserved and not lost. 

Mr. Speaker, Public Law 880 is rendering a disservice to the millions of sick, 
aged, blind, disabled, and handicapped adults and children in our great country. 
It is more costly to administer, both to the States and to the Federal Govern- 
ment alike; it deprives hundreds of thousands of needy persons and families of 
proper and necessary medical supervision of medical services; and, in short, 
achieves an objective which contradicts the intent of Congress when enacted in 
1956. 

I stated in my speech of May 23, 1957, on H. R. 7238 that failure of the Con- 
gress to correct the unintended provisions of Public Law 880 would create anxiety, 
confusion, and uncertainty for hundreds of thousands of our sick, aged, and 
needy children. This anxiety, confusion, and uncertainty is exactly what has 
occurred in those States which have been compelled by the blind position, cer- 
tainly, one difficult to understand, of the Department of Health, Education, and 
Welfare to adopt systems and methods of administration which are cumbersome 
and costly in order to secure the Federal grants-in-aid for medical care to which 
they are entitled under the basic matching formula established by Congress. Both 
Congress and the executive department have a moral, I repeat, a moral respon- 
sibility to correct this legislation. The simplest method of correction is the enact- 
ment of H. R. 11703. 

In 1957 the Department of Health, Education, and Welfare vigorously opposed 
my bill H. R. 7238 at a hearing before your Committee on Ways and Means. The 
most strenuous reason advanced by them in opposing my legislation was testi- 
mony that the medical assistance provisions of Public Law 880 would not finan- 
cially penalize any State. I again repeat and emphasize—the Department of 
Health, Education, and Welfare staff in testimony before your Committee on 
Ways and Means opposed H. R. 7238 on the premise that Public Law 880, as 
enacted in 1956, would not financially penalize any State. Your Committee on 
Ways and Means rejected that assertion of the Department of Health, Education, 
and Welfare and under the leadership of our late great colleague from Tennessee, 
the Honorable Jere Cooper, and the present eminent chairman of that committee, 
the gentleman from Arkansas [Mr. Mills], unanimously reported my bill H. R. 
7238 to this body. 

This bill was passed without opposition by this House of Representatives 
and the distinguished gentleman from New York [Mr. Reed] gave a forthright 
and stirring address in support of this legislation. 

H. R. 7238 was subsequently referred to the Committee on Finance of the United 
States Senate. Amazingly, the Department of Health, Education, and Welfare, 
in testimony before the Senate Finance Committee conceded—I again repeat— 
eonceded that the medical care provisions of Public Law 880 would, in fact, 
financially penalize several States which had been providing adequate medical 
services and relied upon a continuance of the Federal grant-in-aid for such 
expenditures and hoped to extend and improve such medical services under the 
special medieal matching formula established in Public Law 880. 

The Department of Health, Education, and Welfare thereupon very tardily 
presented a substitute resolution for H. R. 7238. The Department further testi- 
fied that it would be impracticable for any State to deviate from the vendor system 
of payment of medical charges in order to secure the Federal grants available 
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under legislation for medical services enacted by this Congress in 1950 and still 
secure the special medical matching Federal grant-in-aid for medical services 
provided for in Public Law 880. Financial statistics and charts, designed to 
prove their assertions, all of which were basically premised in error and with 
little time at an executive committee session for thorough analysis, were presented 
to support the Department’s assertions. Indeed, the Department, itself, further 
recognized the punitive financial features of Public Law 880 by formal proce- 
dural releases to State departments of public welfare permitting States to pay 
for certain medical and nursing services provided by the same supplier of such 
Services by a split payment ; that is, a portion of the cost was paid to the recipient 
to guarantee the grant-in-aid received error to the enactment of Public Law S80 
and a part of the payment was made directly to the supplier to additionally 
guarantee the Federal grant-in-aid under the special medical matching formula 
included in Public Law 880. 

The Senate Committee on Finance thereupon reported the substitute pro- 
posal presented by the Department of Health, Education, and Welfare, and 
later to iron out differences it was referred to a committee of House and Senate 
conferees. The Senate conferees refused to yield on the measure as passed by 
the Senate. The House conferees with great reluctance, accepted the Senate 
substitution of my measure, I. R. 7238. The reasons for enactment of this 
substitute measure, now Public Luw 35-140 and the reluctance of this body in 
concurring with this substitute measure are noted in the Congressional Record 
of July 10, 1957, wherein the addresses of my distinguished late colleague, the 
Honorable Jere Cooper, and the distinguished Congressman from New York 
[Mr. Reed], and my own remarks appear voicing their regret and reluctance 
along with my disappointment and reluctance to accept the Senate amendment 
and substitute legislation. Our acceptance of the Senate amendments and sub- 
stitution was purely to permit a lesser financial penalty against some States 
which, in the absence of any amendment at all to Public Law 880, would have 
resulted in prohibitive losses to the economy of those States or the adequacy 
of medical services to the needy poor of those States. 

What additional evidence do we need that the medical care provisions and 
amendments to Public Law 880, sponsored by the Department of Health, Educa- 
tion, and Welfare, were premised in error, developed in haste, and without proper 
review and study of both the financial sanctions blindly invoked upon States on 
the one hand and the disservice, confusion, and anxiety created for hundreds 
of thousands of needy individuals and families on the other? 

The actual facts today are that 32 States employ a system of payment which 
provides cash payments for medical and allied medical services directly to re- 
cipients and additional payments for such medical and allied medical services 
to the suppliers of medicine. Certainly, in itself, two systems of payment should 
be abhorrent to this Congress. In my Commonwealth of Massachusetts, the 
additional cost of the extra checks for payment of such medical bills alone is 
$100,000, and the Federal Department of Health, Education, and Welfare pays 
50 percent of this additional cost. This $100,000 is wasted money and dupli- 
cated as wasted expenditures in many other States. 

The Department in its opposition to my bill of 1957, H. R. 7238, and in any 
opposition to my bill, H. R. 11703, as introduced on March 27, 1958, is, in fact, 
condoning and encouraging waste, cumbersomeness, and inefficiency in admin- 
istrative procedures. In short, costs of administration will continue to go up 
and services in medical care will continue to deteriorate with needy people 
more confused, receiving fewer and inadequate services—a program of care 
certainly not intended by Congress. This condition is an illustration of arbi- 
trary bureaucracy. 

I am informed that H. R. 11703 has the strong support and endorsement of 
the American Public Welfare Association, an organization composed of all State 
administrators of public welfare and individual workers and board members 
associated with the public-welfare field. It has the further support of the 
American Dental Association. The American Hospital Association, the Ameri- 
ean Medical Association, and the American Public Health Association have for 
years endorsed and strongly advocated a universal vendor system of purchasing 
medical services and allied medical services on behalf of the needy sick poor. 

Indeed, most Members of this body in recognition of the disastrous calamity 
that medical catastrophe can visit upon us, have our own medical and hospital 
bills paid on our behalf by either nonprofit or commercial insurance companies 
from whom we purchase such health protection. Should we afford less protec- 
tion to the needy and the helpless poor of our country? Or, equally undesirable 
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and repugnant, should we do differently for our less fortunate aged, sick, blind, 
and disabled than we do for ourselves and our own loved ones? 

H. R. 11703 is intrinsically and solely designed to guarantee adequate medi- 
eal services to the poor of our Nation, remove the punitive financial penalties 
and costly assistance of administration made necessary by the present medical 
care provisions of Public Law 880 and the substitute bill presented by the De- 
partment of Health, Education, and Welfare in 1957, Public Law 85-110, and 
reduce administrative costliness, and at no added public assistance expenditures 
over present expenditures for actual medical services recommended by the 
Department of Health, Education, and Welfare. 

The only issue in H. R. 11703 is the simplification of administrative practice 
and a more effective distribution of Federal funds for medical services to the 
needy poor. It rescinds an actual interference with State methods of assist- 
ance and accomplishes what Congress intended when it enacted Public Law 880 
in 1956. 

H. R. 11703 should be enacted into law. 

The Cuarrman. We appreciate your coming very much back home 
tothe committee. Thank you, sir. 

Mr. McCormack. Thank you. 

The Cuarrman. Our next witness is Mr. Patrick A. Tompkins, and 
sir, although we recall you from previous hearings before this com- 
mittee, for the purpose of this record will you give your name and 


the cs upacity in which you appear ? 


STATEMENT OF PATRICK A. TOMPKINS, COMMISSIONER OF PUBLIC 
WELFARE FOR THE COMMONWEALTH OF MASSACHUSETTS 


Mr. Tompkins. Mr. Chairman, and members of the committee, my 
name is Patrick Tompkins and I have been commissioner of public 
welfare for the Commonwealth of Massachusetts for 13 years. 

I have been a professional social worker for 30 years; 25 of these 
years as an administrator of public welfare, as a city director, county 
director and State director in New York, plus my years of service in 
my present position. 

I appreciate the opportunity of appearing before you to testify 
with respect to H. R. 11703 and take this opportunity to thank you 
for the courtesies extended to me on similar loatdintion approved b 
your committee, as introduced by Congressman ‘John W. McCormac 
during the 1957 session of C ONngTess. 

H. R. 11703 is remedial legislation designed to correct the adminis- 
trative inequities and problems created by the enactment of the med- 
ical assistance amendments of Public Law 880 in 1956. 

It provides for a more effective distribution of Federal funds 
intended by Congress to be used for medical and remedial services to 
the sick aged, the . disabled, and sick, dependent, and crippled children, 
as well as the needy blind. 

The legislation will not cost to the Federal Government additional 
funds over and above that intended by Congress in the enactment of 
Public Law 880. 

Prior to the enactment of Public Law 880 and in accordance with 
the congressional amendments enacted in 1950, each State was free to 
choose its method of payment for medical services to the needy poor 
in the categories of old-age assistance, aid to the blind, aid to the 
permanently and totally disabled, and aid to dependent children. 

Many States, because of a fundamental belief in the vendor- -pay- 
ment method and because virtually all national medical service organ- 
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izations endorsed the vendor-payment system, adopted both by legis- 
lative enactment and administrative decision a vendor-payment plan 
of payment for medical services. Moreover, such a system of payment 
made it possible to know with accuracy the exact sums of money spent 
monthly and annually for medical services. 

Such a plan enabled each State to learn the incidence of illness 
amongst the aged, dependent children, the disabled, and the blind. 

We are ina position also to learn the classification of diseases by 
reason of medical reports submitted by doctors, hospitals, specialists, 
and nursing homes. The public dollar was more intelligently utilized 
through coordination of and cooperation with medical service and 
rehabilitation agencies for the purpose of restoring individuals, either 
sick or disabled, to a self-supporting status. 

Doctors, hospitals, dentists, specialists, nursing homes, and recipients 
of public assistance alike found this system of administrative control 
and method of payment a more desirable one than that operated 
prior to 1950. 

Prior to 1950, under the provisions of the public assistance titles of 
the Social Security Act, only money payments to the recipients for 
medical services would be matched within the financial ceilings es- 

tablished by Congress for such medical care. 

Public Law 880, which provided special medical matching formulas 
for adults and children for medical services, limited such matching to 
50 percent of $6 per adult and 50 percent of $3 per child per month. 

For many States the continuance of a single and uniform vendor 
payment plan would have resulted in the loss of millions of dollars 
in the Federal grant-in-aid which had been available for all cate- 
gories of assistance prior to the enactment of Public Law 880. In 
my own Commonwealth of Massachusetts the loss would have been 
approximately $9 million. 

Your committee will recall that the Honorable John W. McCor- 
mack, Congressman from Massachusetts, introduced in 1957 H. R. 7238 
which would have permitted the Federal grant-in-aid on all medical 
vendor payments within the assistance ceiling for each category es- 

tablished by Congress, plus the special medical matching formula, 
established by Public Law 880. 

My contention, during testimony before your committee on H. R. 
MOSe = ~ 
(238, was that that bill would not cost to the Federal Government any 
more money than would be secured by the States under Public Law 
880. 

I further predicted that the administrative cumbersomeness of 
several methods of payment of medical bills would be administratively 
costly and would create anxiety, confusion, and uncertainty for the 
hundreds of thousands of sick aged, the disabled, and the needy sick 
and crippled children. 

Ten months of experience of administering public assistance med- 
ical services under Public Law 880 have substantially demonstrated 
that States have increased the cost of administration; that sick re- 
cipients of public assistance have been confused and uncertain about 
how their medical bills were to be paid; and that anxiety over pay- 
ment has been extended to our great religious and charitable institu- 
tions who perforce must in some measure depend upon income from 
public welfare departments in order to remain solvent and to continue 
as an essential human public utility in the community. 
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In my own State, because of the tremendous losses in money which 
would occur if only the vendor payment system were utilized, we have 
been compelled to adopt three different systems of payment for medi- 
cal services. 

For other services such as nursing home and chronic hospital care 
the recipient is paid a portion of the ‘bill for board and room purposes, 
and the hospital and nursing home is paid the remaining balance for 
the medical and nursing services provided. 

To date, we have continued to pay acute hospitals the total amount 
of the bill for such hospital service, but we are not certain that eco- 
nomically we can continue to do so unless H. R. 11703 is enacted. 

The net result of this tr iple system of payment method is an in- 
crease in the cost of checkwriting alone of over $100,000 per annum. 
It is to be noted that under the formula established by Congress for 
sharing in the cost of administration, the Federal Department of 
Health, Education, and Welfare shares this additional administrative 
cost to the amount of 50 percent. 

There has been no opportunity in this brief period of the operation 
of Public Law 880 to accurately determine the additional costs of 
postage, telephone calls between hospitals, doctors, and others, and 
the welfare departments administering the program, nor the addi- 
tional man-hours in clerical and procedural work that this complex 
system not only encourages but demands. 

However, this plan is not peculiar to the Commonwealth of Massa- 
chusetts alone. In January 1958 I addressed a survey questionnaire 
to the commissioners of public welfare of the 48 States. I received 
42 replies from the commissioners of public welfare of those States. 

Ten of the States responding provided no medical care to recipients 
of public assistance. Of the remaining 382, 26 States used substantially 
the complex Massachusetts system of paying for medical services— 
special services by cash to recipients and the remaining balance of 
medical services directly to hospitals, nursing homes, ete. 

This is substantial ev idence that my predictions to this committee 
in my testimony in May 1957 that the Federal grant-in-aid for medical 
services within the $60 cain of assistance would be secured by 
the States was substantially J ue and correct. 

It further means that in 25 other States the cost of administering 
medical services in the items of checkwriting, postage, telephone calls, 
paper stock, and man-hours of labor on complex, cumbersome pro- 
cedures have also substantially increased. 

I think it is reasonable to presume that this same confusion and 
anxiety on the part of recipients of public assistance also existed. 

The Department of Health, Education, and Welfare opposed in 
1957 H. R. 7238 on the grounds mainly that it would be costly and 
that no States would, in fact, be penalized financially by the medical 
assistance amendments of Public Law 880. 

However, after enactment of H. R. 7238 in the House of Representa- 
tives, the Department conceded that some States would, in fact, be 
penalized financially and penalized very heavily and to the amount 
of millions of dollars unless some remedial legislation were enacted. 

The Department, therefore, sponsored Public Law 85-110 which 
provided partial relief to a small number of States which operated 
their medical service program under a pooled fund arrangement. 
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No relief resulted to the dozen other States with comprehensive 
medical care programs and others inaugurating new medical care pro- 
grams which did not employ the pooled fund. 

The evidence since July 1957, the effective operative date of Public 
Law 880, is overwhelming that Public Law 880 is costly to administer 
creates uncertainty, anxiety, and confusion for recipients and sup- 
pliers of medical services alike, completely distorts the available 
financial statistics on the cost of medical services, acts as a deterrent 
to intelligent medical social research and puts barriers in the way of 
adequate and desirable cooperation with and coordination of medical 
and rehabilitation resources in each community. 

The American Public Welfare Association by a statement and 

resolution of policy supports H. R. 11703. 

I believe your committee will recall that at the committee of confer- 
ence between House and Senate on Mr. McCormack’s 1957 bill, H. R. 
7238, the House reluctantly concurred in the substitute measure spon- 
sored by the Federal Department of Health, Education, and Welfare. 

This bill Public Law 85-110 was eventually enacted, but at the time 
of passage in the House of Representatives your late great chairman 
the Honorable Jere Cooper, Congressman from Tennessee; your col. 
league, the Honorable Daniel Reed of New York; and Congressman 
McCormack indicated their reluctant approval for purposes of easing 
the financial penalties in some States that would have been imposed 
by Public Law 880 and their regret that the Senate did not concur in 
the enactment of H. R. 7238. 

I respectfully urge your committee to give the same favorable 
apo to H. R. 11703 that was given your committee to H. R. 7238 

1 1957. 

‘The CuarMan. Mr. Tompkins, we thank you, sir, for bringing this 
matter to the attention of the committee and for your statement. 

Are there any questions. 

If not, thank you, sir. 

Mr. Tompkins. I have a statement on three specific bills that I 
would like to read, if I may, sir. 

The Cuatrman. I am sorry, I thought you were through. 

Mr. Tompkins. I testified specifically on Mr. MeCormack’s bill, 
because it was not a new money bill, but rather, a procedural bill. 

The Cuairman. You are recognized. 

Mr. Tompkins. In addition to the responsibilities of my present 
position which T have held for 13 years, I have served on several of 
the continuing committees of the American Public Welfare Associa- 
tion, including the chairmanship of the committee on medical care, 
several years’ service on the committee on welfare policy, service on 
the executive committee of State public welfare directors, and for 
2 years as chairman of the National Council of State Public Welfare 
Directors. 

I am grateful for this opportunity accorded me to testify during 
these public hearings, both on specific legislative proposals already 
referred to your committee, and also w ith respect to my professional 
and official reasons for desirable extensions or amendments to both 
the insurance and public assistance titles of the Security Act. 

For 23 years the Federal Government has assumed both a moral and 
financial responsibility for sharing the costs of assistance to the aged, 
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blind, and dependent children, and for a lesser number of years sharing 
the costs of assistance to permanently and totally disabled persons. 

During this entire period, the States, either alone or in partnership 
with the counties aa cities and towns of the States, have been com- 
pelled to assume the full financial responsibility of assistance to 
persons and families who by the technicalities of legal definitions 
could not be found to be eligible for any of the federally aided cate- 
gories of public assistance. 

I believe it regrettable that visionary and long-range planning for 
adequate assistance and protection of individuals and families appar- 
ently merits and receives serious thought and consideration only 
during periods of economic crisis. 

Such an economic crisis has been faced by the States and the political 
subdivisions of the States during the last year by unprecedented appli- 
cations and accelerated caseloads of both individuals and families in 
need of general assistance. 

Many of these individuals and families had exhausted unemploy- 
ment compensation benefits. 

While it is true that the unemployment compensation program em- 
bodied in the Social Security Act has served as a major cushion against 
abject poverty brought about by unemployment, it has, nevertheless, 
on two separate occasions within the last decade (the depression of 
1949-50 and the depression of 1957-58) demonstrated its inadequacy 
in terms of conservation and protection of the human resources of the 
less advantaged of our working population and their dependents. 

Kvery informed public welfare official will assure you that the 
standards of assistance, that the economy of the States and political 
subdivisions permit in the general assistance category, are not only 
woefully inadequate in virtually all States, but from community to 
community within States are so disparate as to constitute self-evident 
testimony of the virtual punitive standard of assistance which is 
employed. 

The problem of unemployment and economic crisis to the individual 
family is one of national responsibility and certainly beyond the scope 
of control of the individual employee. who becomes unemployed, and 
certainly beyond the scope of control of his dependents, particularly 
his children. The policy position of the American Public Welfare 
Association and virtually all local and State public welfare admin- 
istrators has been that the strength of America rests in a national 
recognition of, and national participation in, the financing of an ade- 
quate protective and assistance program for the needy poor, irrespec- 
tive of the cause of dependency, unemployment, age, illness, or dis- 
ability. 

I, therefore, commend to your committee H. R. 11678, legislation 
introduced by the Honorable Thomas P. O’Neill, Congressman from 
Massachusetts, which establishes a new title known as “The General 
Assistance Title of the Social Security Act” and which would provide 
Federal grants-in-aid for general assistance expenditures by all 
States, Territories, and possessions for the care of needy families and 
individuals who are otherwise not eligible for the currently federally 
aided public assistance programs. 

Such a system of grants-in-aid to cover any and every contingency 
of need for individuals and families assures recent and adequate 
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standards of assistance, the intelligent conservation of the human 
resources of our Nation, equal protection and care, specifically to all 
disadvantaged children of our country, and establishes the moral 
principle of national financial sharing on a permanent basis of the 
cost of individual and family economic . disaster. 

In my own State of Massachusetts, we have experienced since Sep- 
tember 1957 the sharpest acceleration of family cases embracing the 
largest number of adults and children in general relief since the 
depression years of 1949-50. 

We also have the highest number of classified employable persons 
receiving general assistance since the depression years of 1949-50, 
and because of the continued rise in the cost of living, the highest 
average monthly grant in the history of the Commonwealth for such 
assistance. 

Equally significant is the fact that the April 1958 statistics reflected 
a drop in general assistance caseloads of less than one-half of 1 per- 
cent, but an increase in expenditures over the month of March 1958 
of 1 percent. Normally the month of April reflects a sharp 15 percent 
to 25 percent drop in general assistance cases and expenditures. It is 
obvious this has not been true for the month of April 1958. 

May I interpolate at this point that in the New York Times today 
there is a report that in the month of May the general assistance case- 
load in the city of New York went up by 1,800 cases, probably the 
first time since the depression of the 1930’s, the general assistance 

caseload went up in that city. 

The most recent release on the Social Security Administration 
covers financial statistics for the month of February 1958. 

These figures indicate an increase of 25.4 percent in caseload over 
February 1957 and 32.8-percent increase in expenditures over Feb- 
ruary 1957; and it is to be noted that with the exception of five States 
which have limited general assistance programs, each State in the 
Nation experienced a substantial increase in caseload and a _substan- 
tial increase in expenditures over the month of February 1957. 

There is no evidence to date of any major diminution in either case- 
load or expenditures in this nonfederally aided category of assistance. 

In the event that your committee should not look with favor upon 
the creation of a new general assistance title within the framework 
of the Social Security Act, certainly attention should be directed to 
the extension of the provisions of title IV, the aid to dependent chil- 
dren category, so that at least all of the children of America whose 
family life has been both disrupted and economically deprived shall 
be assured of sufficient and adequate clothing, shelter, food, and medical 
services. 

A growing and probably the most significant and challenging social 
problem facing both the States and the country as a whole is the 
incidence of, and the costs of, medical services for those unable to pay 
for such services themselves. 

The miracles of medical science, medical research, and preventive 
medicine have substantially increased the span of life expectancy for 
everyone. The costs of basic medical services and particularly the 
costs of hospitalization at the time of last illness for both those indi- 

viduals who are normally self-supporting and the millions of aged and 
dependent in receipt of public assistance have mounted, particularly 
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during the last decade where in many instances the costs of drugs, 
specialists, and medical services, including hospitalization, have 
doubled and in some instances trebled. 

Before your committee are two legislative proposals: One spon- 
sored by one of your colleagues on the committee, Hon. Eugene 
McCarthy, from Minnesota, H. R. 11832; the other introduced by 
another colleague, Hon. Aime J. Forand, Congressman from Rhode 
Island, entitled H. R. 9467, both of which merit serious attention and, 
I hope, the approval of your committee. 

Congressman McCarthy’s bill, H. R. 11832, provides in substance 
that the special medical matching formula for medical and remedial 
services purchased on behalf of public-assistance recipients shall be 
increased on a matching basis from $6 to $12 per month per adult 
and from $3 to $6 per month per child. 

As evidence of the need for additional Federal matching funds to 
provide for the Federal Government to share in the rapidly increasing 
costs of medical services to public-assistance recipients, let me cite the 
experience of the Massachusetts Public Welfare Department in the 
last 10 years. In the old-age-assistance category in 1947, the percent 
of the old-age-assistance dollar directed to the cost of medical services 
was 8 percent of the total old-age-assistance expenditures. 

In the year 1957, the percent of the old-age-assistance dollar for the 
cost of medical services was 34 percent of all old-age-assistance ex- 
penditures, a net gain of 26 percent during that decade. 

I believe it is clear that the underlying principle embodied by the 
founders of the Social Security Act of moral national responsibility 
to share the financial costs of the needy aged and other needy individ- 
uals and families cogently argues for an increase in the special medical 
matching formula, as embodied in Congressman McCarthy’s bill. 

A basic provision of H. R. 9467, as introduced by Congressman 
Forand, provides that recipients of old-age and survivors insurance 
would have medical, surgical, and hospital services paid for out of 
the old-age insurance fund, with specific provision for increasing the 
tax of employers, employees, and self-employed, and the annual cred- 
itable income toward such benefits. 

It is significant that virtually all States providing even the most 
minimum of medical services to the aged and the disabled find their 
caseloads increasing in the group classified as “Medical care only cases.” 

In my own State, we find an increasing number of cases who in a 
very short period of time exhaust the savings of years for the costs 
of last terminal illnesses, and particularly among our aged population. 

The monthly annuity from old-age insurance is totally inadequate 
to meet the high costs of medical, surgical, and hospital services nec- 
essary. Actually the administrative costs of establishing eligibility 
for such “medical only cases” on old-age assistance, including the in- 
vestigation of banks, insurance policies, real-estate holdings and, in 
those States where the law provides the determination of possible sup- 
port by children, along with the paperwork essential to the establish- 
ment of records, becomes almost equal to the amount of medical and 
hospital assistance granted during such last illness cases. 

I would strongly commend for your approval this feature of Con- 
gressman Forand’s bill, with one slight modification : that the hospital 
service provided be on a ward basis rather than on a semiprivate basis, 
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and that medical and surgical costs for such ward service only be 
paid to the physician if in accord: ince with the policy y of the individual 
hospital with respect to payment for medical services for such ward 
cases. 

As a member of the policy committee of the American Public Wel- 
fare Association, I wish to reemphasize and reiterate that association’s 
endorsement and support of both more adequate monthly benefits for 
old-age and survivors insurance payments and extending coverage to 
presently uncovered employed workers. 

It is my personal fundamental belief and philosophy that more 
adequate insurance protective programs developed by individual and 
employer contributions constitutes a sounder and more desirable main- 
tenance program and eventually serves to diminish the cost for public 
assistance. 

Such increased benefits should, of course, be accompanied by a 
broader and increased wage base for the contributory retirement of 
the employee and the employer alike. 

It is my hope that your committee can and will, with the counsel 
of the actuarial continuing committee, which I understand is a group 
of trustees on the insurance programs, concur and approve such 
Inereases, 

Finally, I would like to comment upon the temporary character of 
the present financial Federal ceilings for matching grants-in-aid for 
the federally aided public-assistance categories. Under the amend- 
ment popularly known as the McFarland amendment, the terminal 
date for the current matching ceilings established by Congress expires 
on June 30, 1959. 

For such terminal dates to be reached without making permanent 
either the current ceilings or increased ceilings would, in fact, be a 
major disservice to the millions of aged, disabled, and blind adults, 
and the hundreds of thousands of dep endent children whose ve ry bread 
and butter for even minimally adequate care depends upon mainte- 
nance rather than diminution of existing standards in the several 
States. 

The loss of such millions of dollars of Federal grants-in-aid, effec- 
tive July 1, 1959, and in the light of the continued monthly increase 
in the cost of living, failure to increase the present assistance ceilings 
will result in major cutbacks in many of our States in the standards 
of assistance for the basic and elementary needs of food, clothing, and 
shelter. 

Such a result, I know, is as abhorrent to you as it would be to the 
public welfare administrators, State legislatures, and governors 
throughout the country. 

I therefore strongly recommend positive and permanent action on 
present or newly increased ceilings for the Federal share in the cost. of 
public assistance. 

Again I thank you for your courtesy and consideration in affording 
me this opportunity to testify before your committee. 

The Cramman. Again we thank you, Mr. Tompkins. Are there 
any questions ? 

Mr. Forand will inquire. 

Mr. Foranp. First of all, Mr. Tompkins, I want to thank you for a 
very comprehensive review of actual situations as they exist, based 
upon your long experience in the welfare field. 
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I was particularly mtérested in your remarks relative to the bill 
I introduced, H. R. 9467. You have stated for us the fact that a large 
number of these aged have to be hospitalized, and are being cared for 
now, if I understood you properly, under your general assistance 
program. 

Mr. Tompkins. Either general assistance or old-age assistance, sir, 
or, in some instances, possibly disability assistance also. 

Mr. Foranp. And under all of those, most of the expenses are paid 


‘by the general taxpayers ? 


Mr. Tompkins. That is correct. 

Mr. Foranp. Whereas under the proposal that I have advanced the 
payments would be made out of the social-security trust fund to which 
these people have contributed during their working years. 

Mr. Tompkins. That is correct, sir. 

Mr. Foranp. Are you in agreement with me that in the long run, 
it would be cheaper and provide better service for the people than 
under the existing circumstances, by virtue of the fact that the means 

test would not have to be applied # You would be saving a lot of 
money in your administration right there, wouldn’t you? 

Mr. Tompxrys. I don’t think there is any question of doubt about 
that. 

It would not only save money in terms of assistance and expendi- 
tures, but in long-range planning, as I view it, 70 percent of our old- 
age caseload of 10 years or 15 years from now is going to be the bed- 
ridden, sick, and aged. 

To document eligibility alone for medical services only, which is a 
growing problem month to month, is going to be the major problem of 
10 or 15 years from now in the old-age assistance and disability as- 
sistance field, unless some measure suc ch as your proposal on self-in- 
sured, compulsory hospital and medical services is passed by Congress. 

Mr. Foranp. Thank you very much. 

The Cuairman. Are there any further questions? 

If not, thank you, sir. 

(The following material was filed with the committee :) 


STATEMENT BY J. S. Snoppy, M. D., COMMISSIONER, ALABAMA DEPARTMENT OF 
PENSIONS AND SECURITY, ON PROPOSED SocraAL SECURITY ACT AMENDMENTS, 
1958 


I am J. S. Snoddy, commissioner, State department of pensions and security 
in Alabama. Both the State department and the 67 county departments of pen- 
sions and security are agency members of the American Public Welfare Asso- 
ciation. In addition, many of us who work in the program are individual mem- 
bers of the association. Dr. Ellen Winston, president of the American Public 
Welfare Association, has presented the official testimony for the group. 

The department of pensions and security in Alabama administers the public- 
assistance programs authorized in titles I, IV, X and XIV of the Social Security 
Act. Likewise, it administers the child-welfare services program authorized 
in title V, part 3, of the act. Before dealing with the specifics of the programs 
which the department administers, I should like to emphasize our strong belief 
that the contributory income-maintenance programs—both unemployment in- 
surance and old-age, survivors and disability insurance—authorized under the 
Social Security Act should be broadened and strengthened. In fact, we have 
long supported these insurance programs as the “American way” of meeting the 
income maintenance needs of people and have advocated improvements in it. 


UNEMPLOYMENT INSURANCE 


The necessity to enact emergency Federal legislation this year to alleviate 
conditions occasioned by continued unemployment of many who exhausted 
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their benefits under State laws graphically points up the need in the area of 
adequacy and duration of benefit payments through unemployment insurance. 
The program should also be strengthened with respect to coverage. Daily we 
come in contact with the employable unemployed who do not qualify for unem- 
ployment compensation benefits because they have not worked in covered em- 
ployment. Likewise, some of the persons receiving benefits seek supplemental 
aid for medical care or other special needs because of the inadequacy of benefits. 


OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE 


Old-age, survivors, and disability insurance payments are inadequate to meet 
basic needs in terms of the present cost of living. That benefit payments should 
be more adequate is illustrated by the fact that nearly 1 out of every 6 old-age 
assistance payments in Alabama in February 1958 supplemented an inadequate 
old-age, survivors, and disability insurance benefit. To further illustrate the 
point, in February 1957, assistance payments to aged persons who also received 
insurance benefits amounted to 18.4 percent of the total old-age assistance pay- 
ments in the Nation. 

Besides more adequate payments, there should be extension of coverage both 
as to wage earners and types of risks still excluded. Alabama, in June 1957, 
had only 39.8 percent of its aged population receiving benefits. This compares 
with 52.4 percent for the Nation and 66.5 percent for Rhode Island, the State 
with the highest percentage. Our county workers are trying hard to assist our 
recipients in getting covered for OASDI benefits—especially farm and domestic 
workers. 

Also, an increase in the amount of earnings creditable toward benefits should 
be made to keep that amount in line with current conditions. In addition, con- 
tributions should be increased to cover the cost of the changes and to insure 
that the program is financially sound. 


PUBLIC ASSISTANCE 
Formulas and marimums 

Matching formulas for the public assistance programs expire June 30, 1959. 
We urge that no change be made in the Federal matching formulas or maximums 
in which the Federal Government will participate which would result in a 
reduction in the Federal share of assistance, services, or administration. We 
believe that Federal participation should be on an equalization grant basis 
provided by law. We, also, believe that the formula should apply to financial 
assistance (including medical care), to welfare services (including child wel- 
fare), and to administration. We regret that the 1956 medical-care amend- 
ments require equal State matching of Federal funds throughout the entire 
eountry. Thus, Alabama and other low per capita income States have as heavy 
a matching responsibility as do the wealthy States. We are deeply concerned 
about this and, in fact, about the absence of adequate equalizing provisions in 
all phases of the public-assistance provisions of the act. The result is that 
grants in Alabama fall far short of the minimum for health and decency. 

We urgently request careful consideration of an amendment to provide Fed- 
eral participation on the average payment for recipients rather than the pay- 
ment to the individual recipient. This would simplify and improve the 
administration of the program. 


Appropriations 


We strongly urge that there be no change in the present provisions of the 
Social Security Act with respect to open-end appropriations both for public 
assistance and for public assistance administration. This basic long-range pol- 
icy has proved effective over the years and provides the kind of flexibility which 
is essential if need is to be met promptly. Human need is never easy to predict 
and is often influenced by factors beyond the control of the individual. This 
is graphically illustrated by the effect of the unfavorable economic conditions 
in the aid to dependent children caseload. Since January 1957 and without 
any major changes in law or policy, the aid to dependent children caseload in 
Alabama has risen by 13.31 percent. 

We are eager to implement the 1956 training amendments because we need 
better trained personnel in our programs. Our workers carry heavy responsibili- 
ties. If they had better training they would be in a more advantageous position 
to help recipients to become self-supporting or to take care of themselves, or 
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to strengthen family life. In addition, workers would be more adequately 
equipped to make proper determination of eligibility for payments. 

Also, badly needed are funds for research into the causes of the wide variety 
of human problems which come to the attention of our workers day by day. If 
we knew more about the causes of the problems, we could more intelligently 
seek ways to prevent them. We realize you are considering amendments to the 
Social Security Act, but we could not forgo pointing up the importance of im- 
plementing the present authorizations with appropriations. 


General assistance and other needed amendments 


Human need is not confined to certain groups for which special provisions 
have been made. By certain groups we mean the veterans, the needy aged, 
blind, permanently and totally disabled, and dependent children (under certain 
conditions), the retired workers, the employable unemployed, etc. By special 
provisions we mean benefits paid as a right; public assistance to the needy 
who qualify; public or private, contributory or noncontributory retirement 
benefits. There are numbers of people who do not fit into any of these groups. 
For these men and women, boys and girls, we advocate that the Federal Govern- 
ment authorize by law and participate in the cost of an assistance program. 
For want of a better term it might be called general assistance. 

Private resources and local and State governments now provide the only 
assistance available to this group. In Alabama, State and local funds for the 
needy are limited. We use the State funds primarily for the federally matched 
eategories because in that way the limited State funds will earn Federal money 
and, thus, go further toward meeting need. 

As we reported to your committee on March 28, 1958, people are applying to 
our county departments who know that they do not qualify for aid administered 
by the agency. We recommended that to alleviate the present situation prompt 
consideration be given to making Federal funds available without State match- 
ing to meet the needs of these people. We continue to make this recommendation. 

If it does not seem feasible at this time to establish a general assistance 
program, we would urge that serious consideration be given to broadening the 
base of the aid to dependent children and aid to the permanently and totally 
disabled categories. The present eligibility requirements for aid to dependent 
children almost put a premium on fathers deserting their families. If a father 
is unemployed and can find no work, aid to dependent children payments are 
denied his children as long as he remains in the home. Should he desert, how- 
ever, the children could be eligible for aid to dependent children payments. It is 
not surprising, therefore, that in February 1956 in 17.9 percent of the families 
receiving aid to dependent children in Alabama the father had deserted. This 
percentage is only a little higher than the 15.5 percent of deserting fathers for 
the Nation as a whole that month. 

The program of aid to the permanently and totally disabled would be greatly 
strengthened by deleting the words “totally and permanently.” Daily numbers 
of people come to the attention of our county workers who are ill but do not 
meet the definition of having an illness which is permanent and is totally dis- 
abling. We think it would be a sounder investment, both in terms of human 
values as well as financial costs, to assist these people to become self-supporting 
rather than to deny aid until such time as their disability becomes both total 
and permanent. 

In addition, we believe it would be extremely helpful if residence requirements 
were made uniform throughout the country. This would prevent the depriva- 
tion of aid because a person loses his right to assistance in one State before 
he gains it in another. 

CHILD WELFARE SERVICES 


We were pleased that a 1956 amendment to title V, page 3, of the Social 
Security Act raised the annual authorization for child welfare services to $12 
million. We have been disappointed, however, that the full authorization which 
is far too small has not been appropriated. We urge that the authorization be 
increased and that the full authorization be appropriated. 

The present $12 million authorization is not sufficient to provide adequately 
for services to childern in rural areas and in areas of special need. We recom- 
mend that the committee give serious consideration to removing the restriction 
on the use of child welfare funds in only rural areas and areas of special need. 
It has been our experience since 1935 that problems of children are not limited 
to rural areas and that services to children should be available regardless of 
where they live. 
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We recommend still another amendment to this section of the Social Security 
Act. This amendment would authorize the use of child welfare funds for de- 
linquent children as well as those in danger of becoming delinquent. We believe 
that the strengthening of the child welfare services grant program in these 
respects not only will provide increased preventive services but, also, will focus 
more attention on services for the care and treatment of the delinquent child 
as a part of an overall child welfare program. 


CONCLUSION 


We appreciate the opportunity of filing this statement with your committee 
which has made constructive amendments to the social-security program in the 
more than 20 years since its original enactment. We agree with you that a 
well-rounded and improved system of social insurance and putliec welfare 
services is basic to the security of all the people of this great Nation. Certainly 
our experience during the past several months with a declining economy has 
underlined the importance of the social-security program, not only to individuals 
but to the basic economy of the Nation. At the same time, it has graphically 
pointed to the need for improving and strengthening the program in terms of 
present conditions. 





{From Nursing Outlook, April 1958] 
MeEpIcAL CARE FOR PUBLIC ASSISTANCE RECIPIENTS 


The national standard of living is upgraded when adequate medical care is 
provided for the entire population—for people receiving public assistance as 
well as for those who can afford to pay for such care 


By Wilbur J. Cohen ’* 


For Government to assume financial responsibility for the medically needy is 
not a new principle in the United States. Since the early colonial days, follow- 
ing the tradition of the Elizabethan poor law, local units of Government were 
responsible for providing assistance and medical care to the poor. But they 
generally lacked the financial resources with which to carry out this responsi- 
bility adequately. As a result of social and economic forces, first State, and 
then Federal financial aid became necessary to supplement the financial re- 
sources of the locality to provide medical care to the needy. 


THE 19385 LAW 


The Social Security Act of 1935 authorized Federal funds to aid the States 
in providing assistance in the form of money payments to needy individuals 
in three categories: the aged, the blind, and dependent children. In 1950 
Congress added a fourth category—the permanently and totally disabled. Needy 
persons not in any one of these four categories are cared for under local or 
State general assistance programs which do not receive Federal aid. 

Over a number of years, in order to raise standards, Congress has increased 
the Federal Government’s financial share in the four federally aided categories. 
For the Nation as a whole, in the fiscal year 1957, the Federal Government 
contributed about 55 percent of the Nation’s total expenditure for old-age assist- 
ance, 59 percent for dependent children, 48 percent for the blind, 51 percent for 
the disabled, and nothing for general assistance. Since general assistance ex- 
penditures constituted about 10 percent of all public assistance, the Federal 
overall share came to 50 percent of the expenditures made under all assistance 
eategories: the States contributed 38 percent; and the counties, 12 percent. 
These proportions vary widely among the States. 

Approximately 6 million needy persons were receiving assistance in the 
United States in December 1957, although perhaps 714 million persons received 
assistance in 1 or more months during the year. Total expenditures for assist- 
ance, including medical care, were approximately $3 billion in 1956. 

State programs vary widely, with each State determining its own economic 
standard of need, levels of payments, the ability of relatives to contribute to 


2Mr. Cohen is professor of public welfare administration in the School of Social Work 
at the University of Michigan, Ann Arbor, Mich. He is a member of the advisory com- 
mittee to the American Public Welfare Association project on research in the administration 
of public welfare medical care. 
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the needy person’s support, and what items (such as medical care) are to be 
included in its program. Each State is given wide latitude, within certain gen- 
eral standards, to determine the content of its program and the methods of 
administration. Under the Federal law, a State can pay for medical care re- 
quired by needy individuals whether or not they are receiving cash payments 
for maintenance. A number of States thus carry “medical cases only” when no 
other payment is made to the individual. 

The original 1935 law provided that the Federal Government share only in 
“money” payments made to needy individuals. This was done to discourage 
the States from issuing grocery and rent orders and to encourage a sense of self- 
responsibility on the part of the recipient’s use of assistance payments. Medi- 
cal needs could be included as one of the items in the budget for needy indi- 
viduals but the money payments had to be “unrestricted” in their use. Hence, 
there was no Federal reimbursement to the States for direct, or “restricted” 
payments they made to “vendors” (that is providers) of medical care, such as 
physicians, dentists, nurses, hospitals, or druggists. 

The Federal Government and the States soon began to search for a way to 
more adequately finance medical care costs for needy persons. Including a small 
amount for medical care on their monthly budgets did not meet the problem of 
large and unpredictable medical bills. 

On a number of occasions during the 1940’s the Social Security Administra- 
tion recommended, therefore, that the law be changed so that the Federal Gov- 
ernment would assume part of the payments the States made directly to vendors 
of medical care on behalf of needy persons. This recommendation was en- 
dorsed unanimously by the Advisory Council on Social Security in 1948. The 
objective behind this change was to enable the States to plan with the providers 
of medical care for more orderly arrangements for financing and supplying serv- 
ices, With more definite understanding as to their quality, quantity, and ac- 
cessibility. 

THE 1950 AMENDMENT 


In 1949 and 1950 Congress considered this proposal. However, the cost of 
the proposed change and the implications of a long-term policy which provided 
for a special earmarked arrangement solely for medical care raised doubts in the 
minds of some legislators who questioned the wisdom of embarking on the 
change without some experience. The legislators were particularly concerned 
over the policy of providing “guaranties” of income to members of the medi- 
eal profession while not doing the same for landlords, grovers, and the like. 
In amending the law in 1950, Congress, therefore, narrowly limited the Federal 
financial share for direct payments for medical care to that portion which, 
when added to the regular money payment to the individual, did not exceed 
$50 per month for adults. This maximum for adults was increased to $55 per 
month in 1952, and $60 in 1956. Other maximums are provided for dependent 
children. 

In order to make it easier to pay large medical bills, some States established 
“pooled funds” from which these bills could be paid. By contributing a given 
amount each month for every assistance recipient, a “pool” was created from 
which medical bills were paid for those who required medical care in the month. 
In practice, this was applying the pooling principle of insurance to medical 
costs for needy persons. 

The experience with the 1950 amendments indicated that many States felt 
the need for additional funds to provide better medical care to assistance 
recipients, and that specific planning for providing more such care was re- 
quired. The great advances in medical care, the demands for more adequate 
service, the tremendous gaps in service in many communities, and the increas- 
ing costs of medical care, necessitated a reconsideration of the method used 
to finance medical care for the needy. 


THE 1956 AMENDMENT 


In 1956, after extensive consideration by the executive branch and Congress, 
the law was amended to provide a specially earmarked arrangement for medi- 
cal care, as originally proposed in 1948. Outside of, and in addition to, what- 
ever Federal funds were available for money payments to needy individuals, 
the Federal Government offered to share in State payments to vendors of medi- 
cal care. The Federal Government, however, limits its financial responsibility 
in both cases by setting up certain maximums beyond which a State may not 
claim reimbursement. However, the State can—and many States do—make 
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disbursements exceeding these maximums, but the entire cost above these maxi- 
mums must come from the State or, if the State wishes, partly from local 
sources. 

The present Federal share for the four federally aided categories applies 
to both “money” and “vendor” payments. 

For money payments (including money payments to needy individuals for 
medical care) the Federal share is: 80 percent of the first $30 per month (on 
the average case) per adult plus 50 percent of any additional amount up to 
$60 per individual per month. Thus, on a payment of $60 or more, the Fed- 
eral Government contributes $39. Other maximums are provided for dependent 
children. 

For direct payments by the States to vendors of medical care the Federal 
share is 50 percent of any payments, not exceeding a total amount equal to 
$6 per month for an adult, multiplied hy the number of persons receiving 
assistance from the State. For example, if a State has 100,000 adults re- 
ceiving assistance, then it may receive as much as $300.000 a month in Fed- 
eral funds for medical care (100,000 multiplied by $6 equals $600,000, of which 
one-half is the Federal share). For dependent children, the Federal share 
is based on one-half of not more than $3 per month per child. 

The 1956 law (as amended in 1957), popularly referred to as the “$6-$38” 
provision, because of the stated maximum matching amounts, has stimulated 
many States to take action to expand their medical care arrangements for 
needy persons. It is still too early to say what types of services the State 
programs will finally provide or through what administrative mechanism the 
services will be arranged. 

Some States are developing plans to make direct payments for particu- 
lar types of service only, such as hospitalization. Arrangements in other 
States are more comprehensive, including payments for nursing services. Colo- 
rado purchases Blue Cross and Blue Shield protection for the needy blind and 
dependent children, and has negotiations underway to provide similar insur- 
ance coverage for the needy aged. In some States the largest single type of 
service provided is direct payment for nursing home care. During the early 
part of 1957 there were 22 States which provided for payment of some nurs- 
ing services other than nursing home care. In Connecticut, the State wel- 
fare department provides for payment of visiting nurse services. 

In order to receive Federal funds, any medical services a State provides 
must be on a statewide basis requiring that arrangements be worked ont in 
every county for such services. It is entirely within the discretion of a State 
whether to include nursing services and whether to pay for them through the 
money payment or through direct payment to the vendor of such care. 


FUTURE TRENDS 


The social-security amendments of 1950, 1956, and 1957 were an important 
milestone in the historic evolution of providing more and better medical care 
for the needy. In these laws, Congress specifically authorized the use of 
Federal funds for medical care for four categories of the needy. Each State 
defines for itself who is needy and the elements to be taken into account in 
determining need. However, the dollar maximums on the Federal matching 
written into the 1956 law were very limited, having been formulated on cost 
factors prevalent in 1946. Hence, there is a sound basis for contending that 
Federal maximums should be increased and made more flexible in order to 
encourage adequate and comprehensive medical care programs for needy 
persons. 

The growing need for nursing care is especially evident in the rapid increase 
of nursing and convalescent homes and in the provisions for nursing services 
in physicians’ offices, hospitals, and in patients’ homes. 

As social security programs, public and private, have expanded and matured 
in recent years to provide for basic maintenance, a larger proportion of the 
persons receiving public assistance have become eligible because of large medical 
needs. A major consideration is the growing number of old-age assistance 
recipients requiring continuous and costly nursing home care. The average age 
of persons on old-age assistance is 75 years and many are bedridden, chronically 
ill, and in need of costly types of medical service. 

Vendor payments for medical care under public assistance programs at the 
end of 1957 were running at a rate of over $300 million annually. This repre- 
sented about 10 percent of all assistance expenditures. About 55 percent of all 
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such direct payments were expended under the old-age assistance program ; 
about 25 percent on nonfederally aided generally assistance; and the remaining 
20 percent for the other three federally aided assistance programs. 

It is possible that by 1960 the volume of vendor payments for medical care 
may exceed $500 million annually as more States participate in the program, 
as services become more comprehensive, and as various types of so-called free 
cases—such as those receiving care in county hospitals—are included. Not all 
of these expenditures will represent an increase over present ones ; some will be 
merely a transfer from the budget of other agencies to the public assistance 
agency. 

Average payments for medical care paid directly to vendors vary widely among 
the States, depending upon the scope and provisions of the programs. Some 
States are expending very little, but in December 1957 there were 10 States in 
which such total payments averaged in excess of $10 per month for all recipients 
on the old-age assistance rolls. In 6 States—Connecticut, Illinois, Massachusetts, 
New Hampshire, New York, and Oregon—the average exceeded $15 per month. 

Thus far, only a few States have obtained sufficient State and Federal funds to 
provide for comprehensive medical services to the needy, but the number is likely 
to grow as States experiment with various arrangements and secure informa- 
tion on costs and volume of services needed. We are just now in the very early 
stages of planning for meeting the medical care requirements of the needy. 
Perhaps our ideas 10 years from now for financing these costs will be quite dif- 
ferent from what they are today. But by trial and error, by assembling 
information on different approaches, by evaluating costs and services, hopefully 
we will arrive at a more satisfactory method than the one we have today. 

To find the best road to the goal of adequate medical care for every person, 
we shall need the full cooperation of all of the health professions as well as that 
of administrators, legislators, and the general public. Medical care legislation 
for the needy will command more study and attention with each passing year. 

From funds made available by the United States Pubile Health Service to the 
American Public Welfare Association, a research survey in the administration 
of public welfare medical care is now underway. Dr. Solomon J. Axelrod, pro- 
fessor of public health economics of the School of Public Health at the University 
of Michigan, is the principal investigator of the 2-year study. One of the study’s 
objectives is to evaluate the adequacy and usefulness of data now being collected 
in public welfare medical programs and to proprose the collection of alternative 
or additional data which might be useful in improving the programs. 

Medical care costs have been rising over the past three decades and there 
is every likelihood that they will continue to increase. In recent years, total 
expenditures for medical care have been increasing at an annual rate of 7 to 8 
percent. As of December 1957, medical care prices in the Consumer Price Index 
had risen for 41 consecutive months. The total national medical care bill last 
year was $18 billion. During the last 25 years total medical expenditures have 
quadrupled ; the per capita expenditure has trebled. The proportion of the total 
tax moneys spent for this purpose has doubled, and a larger percentage—closer 
to 5 than 4 percent—of our total national income goes for medical purposes. 

In 1939, the American Medical Association published a report which indicated 
that families with incomes of $3,000 a year or less could not afford the whole 
cost of serious illness. At present day prices, this would mean families with 
incomes of $6,000 or less—a very substantial proportion of the total population. 
Although voluntary insurance has increased rapidly in recent years, there are 
still many gaps. It is likely, therefore, that States will have to establish a 
flexible standard of medical indigency, particularly where chronic illness, pro- 
tracted hospitalization, nursing home care, or other costly and prolonged services 
are involved. 

Even though public assistance rolls may decline proportionately to popula- 
tion in the future, the growing demand for adequate medical care, irrespective 
of whether a person can pay for it at the time he needs it, most likely will 
create continuous pressures for changes in methods of financing medical care for 
the needy, the medically needy, and normally self-supporting persons. 

Throughout the world, more and better medical care is considered an im- 
portant factor in the broadening social conscience and in the quest for a better 
standard of living. The United States, like every other important industrialized 
and urbanized country, is faced with the challenge of meeting the demands for 
such care. 
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PROPOSALS FOR 1958 AMENDMENTS TO THE PUBLIC ASSISTANCE TITLES OF THE 
FEDERAL SocrAL SECURITY ACT, SUBMITTED JUNE 26, 1958, By PETER W. CAHILL, 
EXECUTIVE SECRETARY, ILLINOIS PUBLIC AID COMMISSION 


Gentlemen, I deeply appreciate your courtesy in permitting me to send you in 
writing, this statement of my views and recommendations for needed revisions 
in the Federal Social Security Act, in lieu of the testimony I had planned to pre- 
sent to you personally on June 16. I also appreciate your offer to incorporate 
this statement in the printed report of your public hearings along with the testi- 
mony that other interested persons have given orally before your committee. 

Your committee is to be commended for the vision and statesmanship that 
caused it to decide—despite the advanced status of this last session of the 85th 
Congress—to prepare for introduction and action in this session a bill incorpo- 
rating the amendments to the Federal Social Security Act which your committee 
judges are not only financially feasible at this time but substantially appro- 
priate and necessary. 

If I correctly construe the announcement your committee made to the press 
through your chairman under date of May 29, calling public hearings on the 
matter for the week of June 16, the bill you plan to introduce supplements the 
action the Congress has already taken on unemployment compensation. The 
supplementary legislation contemplated by your committee is planned to offer 
the changes that should and can be made at this time for carrying forward the 
joint responsibility the Government of the United States assumed in 1935, in 
partnership with the several States and their local subdivisions. This joint re- 
sponsibility, proclaimed by the Federal Social Security Act, was established to 
assist the people of this Nation in maintaining a basic foundation for the well- 
being and personal security that are essential for the continued growth and ac- 
complishment of our society in a world undergoing dizzying change, experimen- 
tation, and challenge in the principles as well as in the forms of its political, 
social, and economic institutions. 
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In this worldwide clash of ideologies, the American people hold firm to their 
belief in the supreme importance of the human person. Our Federal Social Se- 
curity Act embraces that principle for our country as a whole. The correspond- 
ing State laws reemphasize it within each and every political subdivision of our 
land. Disturbances in the economy, or any other happening creating human 
deprivation and distress which cannot be overcome by individual effort alone, 
have consequently set into immediate motion the Congress of the United States 
and the legislatures of the several States to take whatever action might be indi- 
cated. The business recession that set in last summer is an example in point. 
This Congress has already acted on unemployment compensation. Your com- 
mittee now proposes to act on other aspects of the welfare responsibility the 
Federal Government first assumed in 1935. 

Because I concur with you wholeheartedly that some substantive revisions in 
the Federal Social Security Act are needed at this time and that they can be 
made within manageable cost limits, it was a great disappointment to have to 
cancel the appointment you had given me for a personal hearing on June 16. 
That cancelation was required because my State of Illinois also went into action 
on its welfare responsibilities. I had to cancel my appointment with you be- 
cause of a special session of the General Assembly of Dllinois, called for that 
date by Gov. William G. Stratton to enact emergency legislation alleviating the 
ill effects on Illinois wage earners and their families, and on the Illinois economy 
as a whole, that have resulted from the joblessness and income loss caused by 
the same business recession that has brought about action by Congress on unem- 
ployment compensation and your committee’s decision to proceed with prepara- 
tion of a bill incorporating your recommendations for 1958 amendments to the 
Federal Social Security Act. 

Governor Stratton’s call for the special session proposed a two-pronged attack 
on the problem: (1) extension of benefits under the Illinois Unemployment Com- 
pensation Act; and (2) the appropriation of additional State funds to the Illi- 
nois Public Aid Commission, of which I am executive secretary, to assure that 
the State of Illinois could continue to meet its responsibility for aiding the local 
communities of Illinois in providing public assistance to the unemployed and 
other persons not currently covered under the puble-assistance titles of the Fed- 
eral Social Security Act. 

I am happy to report that Governor Stratton’s program went through the 
General Assembly of Illinois in a record time of 5 days. The special session 
adjourned at 12:35 a. m. on Friday, June 20, with both of the Governor’s meas- 
ures enacted into law. In both instances Illinois was in a position, through re- 
serves in its unemployment compensation fund and in its general revenue fund, 
to meet the cost of these measures without an increase in Illinois taxes and 
without financial aid from the Federal Government. 

I have taken the liberty here to set forth the cause and results of the special 
session of the Illinois General Assembly, just concluded, because this special 
session more than explains my inability to appear before you personally. It 
indicates, I believe, that the Governor of Illinois and its legislators hold essen- 
tially the same position as does your committee with respect to the importance 
and necessity of governmental action to assist and supplement the personal 
efforts of individual citizens and industries in correcting the personal and com- 
munity dislocation and distress that occur from time to time as our economy 
and our society adjust to the rapid changes occurring throughout the world in 
which we live. 

Furthermore, Illinois’ action, taking these remedial measures at this time 
without calling upon the Federal Government for financial aid, is indicative of 
the viewpoint Illinois has consistently held since the inception of the Federal- 
State partnership with the enactment of the original Federal Social Security 
Act in 1985. We do not hold with those who believe that public aid and welfare 
are primarily a Federal responsibility and that the Federal Government should 
bear the lion’s share of the fiscal burden. On the other hand, we do not hold 
with those who believe that the Federal Government has only a temporary 
function in this field. Rather, it is and has been our belief that Federal-State 
partnership is a continuing necessity under the increasingly complex conditions 
of our political, social, and economie development; that this partnership is 
mutually advantageous in maintaining the unity and well-being of our people 
as a single nation and in maintaining also the individuality, initiative, and 
growth made possible under the powers and sovereignty retained by the in- 
dividual States; and that the continued vitality of this mutually advantageous 
Federal-State partnership in the field of social welfare is directly dependent 
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upon the Federal Government and the State government each meeting its fair 
share of the cost of measures which have National as well as State import. 

It is in this setting of the Illinois position regarding the Federal-State part- 
nership in social welfare matters that I would like to present to you my pro- 
posals for changes in the public assistance titles of the Federal Social Security 
Act which I believe your committee should incorporate in the bill you contem- 
plate submitting for action by this last session of the 85th Congress. 

I am limiting my proposals to the public assistance titles because you have 
already heard detailed testimony on the social insurance titles from experts 
in this field whose knowledge extends beyond mine. My proposals also are 
somewhat more limited than those you have already heard from the American 
Public Welfare Association and others. Let me make it clear here that I agree 
in principle with the proposals offered by the American Public Welfare Associa- 
tion. The more limited program I am proposing does not conflict in any way 
with the broader program offered by my associates in the American Public Wel- 
fare Association but I do believe it is geared more precisely to the most urgent 
immediate needs; it represents, I believe, logical and necessary adjustments of 
the present provisions of the Federal act to bring performance into line with 
the Federal program objectives as declared at the outset of Federal participa- 
tion; and this realinement of the Federal program to bring it up to date with 
conditions as they have developed in the 23 years that have elapsed since 1935 
will represent only a modest increase in Federal costs which should be easily 
manageable, particularly in view of the fact that the States apparently will not 
utilize the Federal funds provided for unemployment compensation extension to 
the degree expected by the Congress when it adopted this as its first measure 
to assist the States in meeting the ill effects of the current business recession. 


STATE AND FEDERAL PROGRAM OBJECTIVES 


The present experience in Illinois and in the other States, with General As- 
sistance caseloads rising sharply under the impact of the business recession, 
has thrown into bold relief the need for a basic realinement of Federal and 


State public aid programs and for redefinition and clarification of program 
objectives. 


Original purpose of Federal Social Security Act 


When the Federal Social Security Act first became law August 14, 1935— 
replacing the Federal Emergency Relief Act and other measures under which 
the Federal Government had for the first time participated in public aid func- 
tions during the severe depression of the 1930’s—the overall intent of the Con- 
gress was to continue Federal responsibility for meeting, from general tax 
funds, in partnership with the States and localities, its share of the costs for 
public aid on a means test basis to those members of the population who were 
not in the labor market because of unemployability or severe handicap limiting 
employability, but to return to the States and localities complete responsibility 
for public aid to employables temporarily out of work, with the employer- 
financed unemployment compensation system (also established on a nationwide 
basis by the Federal act of 1935) designed to carry the first brunt of large-scale 
unemployment in times of business adjustments or recession. 

The original Federal act and matching State legislation first included only the 
aged, the blind and dependent children in their classifications, or categories, 
of unemployable persons for which Federal responsibility was continued. This 
list was extended in 1950 to include the permanently and totally disabled. Con- 
currently, the availability of benefits under the employer-employee financed 
old-age and survivors insurance system, also originally a part of the 1935 Federal 
act, and the extension of the insurance provisions in coverage and benefits 
in the ensuing years, was designed to and did relieve both the federally aided 
categories and the State-local general assistance program of a portion of the 
cost of supporting from general tax funds persons who were not in or could 
not remain in the labor market. 


Deviation of general assistance caseload from concept prevalent in construction 
of the Federal act 


Almost from the beginning, however, first in the business adjustment in 
1938-39, and more markedly in the adjustments of the economy that have oc- 
curred for short periods since the termination of World War II, analysis of 
the General Assistance caseloads in Illinois and elsewhere has clearly indicated 
the need for a reassessment of Federal-State responsibility. 
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In times of prosperity, the General Assistance caseload in Illinois and else- 
where has consisted almost entirely of unemployable persons, or persons whose 
employability was so limited as to prevent their being fully self-supporting or, if 
self-supporting, only for irregular or limited periods. These persons, insofar 
as employability is concerned, are for the most part equally handicapped with 
the groups receiving assistance under the federally aided programs. Under 
present Federal law and regulation and corresponding State laws and regula- 
tions, however, they fail to meet the technical eligibility requirement as to age, 
physical disability, or family disintegration. They have the same relative long- 
term as against short-term dependency, and their needs for basic sustenance, 
while case services are being supplied directed toward retraining and re- 
habilitation, are substantially the same as individuals and families assisted 
under the Federal programs. The temporarily unemployed constitute a negligi- 
ble portion of the general assistance rolls. 

In times of a business recession, the general assistance rolls contain two 
distinct groups of recipients: (1) the handicapped unemployables or limited 
unemployables, previously discussed, plus (2) a sharply elevated proportion 
of able-bodied employables who have been in the labor market and who have 
been self-supporting until layoffs or other factors Creating reduction in job 
opportunities cause them to make application for relief because they are not 
covered by unemployment compensation or because unemployment compensation 
benefits are delayed or have been exhausted. 

Need for integrating programs for the handicapped 

Care of one group of unemployables or limited employables under the State- 
Federal system and of another under the State-local general assistance system 
cannot be justified. With automation and other advances in technology rapidly 
changing the skills required and the conditions that persons must meet to com- 
pete in the labor market, it is imperative that the entire handicapped group 
be handled under a single system which will supply the necessary services for 
rehabilitation, retraining and social adjustment along with providing funds for 
subsistence requirements. The need for such an integrated program for care 
and rehabilitation of the handicapped will become sharpened after business 
activity resumes following the current adjustment period. 


PROPOSALS FOR INCORPORATION IN THE COMMITTEF’S BILL 


My proposals, accordingly, are five: 

1. Broaden title IV governing grants to States for aid to dependent children 
program, to cover all children under 18 years of age (a) living in family homes 
with a parent or parents, or persons acting in loco parentis, in which the adult 
or adults having care of the children are unable to provide them with a mini- 
mum subsistence for any reason whatsoever; and (0) children under the age 
of 18 years placed in foster homes or institutions under order of a court when 
the resources of the persons having legal liability for support of the child are 
insufficient to meet cost of the care in the foster home or institution. Provide 
also that the assistance grant may cover both parents, or other adults acting in 
loco parentis, whenever both are in the family home in which public aid may 
be required. 

The above proposal will accomplish three purposes, each highly important : 
(a) it will reduce the present burden of unemployment relief now carried by the 
States and localities without Federal aid by transferring to the federally aided 
ADC program needy families with minor children where the wage earner is 
unemployed or under employed; (0) it will help strengthen and maintain the 
family unit by removing the “broken home” eligibility requirements now in the 
act, thus eliminating incentives underemployed or unemployed fathers may have 
had for deserting or abandoning their families to permit them to qualify for 
aid; and (c) continuation of the grant where unsuitable home conditions or 
other factors cause a court of competent jurisdiction to remove the child from 
custody of its parents will enable the State-Federal ADC program to continue 
its responsibility for the best welfare of the child, a responsibility which is cur- 
rently handicapped in execution because courts are reluctant to place children 
away from their own homes, even if conditions warrant, when such placement 
means loss of the ADC grant and transfer of the costs to local funds or private 
charity. 

2. Broadén title XIV governing grants to States for aid to the permanently 
and totally disabled to include the temporarily disabled and also make provision 
for including in the grant dependents of the disabled person. Disability should 
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be defined so that it will include not only disability, whether permanent or 
temporary, which may prevent for a long or short period any gainful work 
activity whatsoever, but it should be defined to include also mental or physical 
or educational handicap which may not totally preclude gainful employment but 
which is of sufficient severity to prevent the individual from earning income 
sufficient to meet the subsistence needs of himself and his dependents. Eligi- 
bility should embrace those whose only financial requirement is medical aid, 
as well as those who require subsistence aid in addition to medical aid. 

The above proposal will also accomplish three purposes, each again highly 
important: (a) it will reduce the present State-local burden of unemployment 
relief by transferring all needy persons with disability or limited employability 
to a federally aided program; (0) it will unify administration and permit effec- 
tive physical and vocational rehabilitation by making possible comprehensive 
treatment before the handicapping condition becomes permanent and total; and 
(c) it will meet, on a less costly basis than other proposals, the continuing de- 
mands for a publicly financed program for the medically indigent, that is, 
persons who do not need public aid for subsistence requirements but who cannot 
purchase the medical services they require either through their own funds or 
medical-hospital insurance. 

3. Provide incentives for rehabilitation and self-help by amending all lan- 
guage in the public assistance titles of the Federal act which has operated to 
prevent the States from adjusting their assistance granting policies for the 
purpose of giving incentive to employment and other self-help efforts and of aid- 
ing in the retraining and rehabilitation of public-aid recipients. Safeguard 
existing provisions of the law, which are directed to equal treatment of public- 
assistance recipients in equal circumstances, by a provision making the plan 
for such adjustment in grants subject to the joint judgment and approval of 
Federal, State, and local governmental units participating in the financing 
and administration of the public-aid programs. 

Except for the mandatory exemption of $50 earnings by the blind under 
title X, the present Federal act does not permit the States to allow recipients 
of publie aid to retain a portion of their earnings as a stimulus to employment 
and self-help activities, except for minor “exemptions” that may be accom- 
plished by the subterfuge of adding additional “allowances” in the State stand- 
ard to cover the expenses of employed persons. Reasonable exemptions, I be- 
lieve, will not only aid rehabilitation efforts but are in keeping with the em- 
phasis our society has always placed on individual initiative. I do not believe, 
however, that either Federal or State laws should spell out a mandatory exemp- 
tion figure, as in the case of the blind, but rather that the amount and the 
details of its application should be determined by Federal-State-local agreement 
under the conditions and circumstances prevailing at the time all three of 
the participants in the public-aid program believe such exemptions will con- 
tribute to the rehabilitation of recipients. 

4. Complete the correction of the Federal matching formula for medical 
assistance, begun through the enactment of Public Law 85-110 in 1957, to permit 
States having comprehensive medical-care programs and operating under a 
pooled fund arrangement for paying doctors and hospitals directly, to utilize 
both the regular matching formula and the separate medical matching ceilings 
of $6 for adults and $3 for children. 

The present law makes it necessary that my State, which has a comprehensive 
medical program and a vendor system, utilize the regular matching formula 
for the old age, disability, and blind assistance programs, and the separate 
matching $6-$3 formula for the dependent-children program, if it is not to incur 
a severe loss in Federal funds. Even so, we are losing some $4 million in 
Federal funds each year which we would not lose if the formula gave our 
program the same equitable matching as it does for the majority of States. 
Other large States, such as Massachusetts, are experiencing losses greater than 
ours. This inequity would be corrected by H. R. 11703 introduced March 27 
of this year by Mr. McCormack of Massachusetts. I believe its provisions 
should be incorporated in your committee's bill unless you prefer to support 
the McCormack bill as a separate measure. 

5. Establish a new federally-financed but State-administered program for 
aid to the nonsettled, to cover persons who have lost their settlement in any 
State and are thus stateless, and to cover also persons who have moved from 
one State to another but who become in need because of loss of employment, 
illness or other reason before they have acquired settlement for assistance pur- 
poses in the State in which they have settled. Concurrently with addition of 
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the new title, amend titles I, X, and XIV to stipulate that the States may not 
impose a settlement requirement in excess of 1 year if they wish to receive 
Federal aid for old age, blind, and disability assistance. (The Federal limit for 
aid to dependent children is already fixed at 1 year.) 

Mobility of the population of these United States has characterized our country 
since its founding and has been one of the major factors creating our industrial 
growth and prosperity. The tempo of this mobility will and must necessarily 
increase under the impact of the great technological and industrial changes now 
occurring. Current settlement laws in the several States are carryovers from 
the period prior to the 1930’s when the Federal Government did not participate 
in the State local welfare programs. It is understandable why many of the 
States, especially those which are attracting large numbers of newcomers 
because of the growth in their job opportunities and the development of their 
educational institutions and other community facilities, will continue to cling 
to their settlement laws so long as they must bear the major share or the entire 
cost of goving public aid to those among the newcomers who may fall upon 
misfortune before they have fully established their roots in the receiving com- 
munity. My proposal here constitutes a long overdue assumption by the Fed- 
eral Government of its proper share of responsibility for promoting the national 
welfare by assisting the States in aiding the adjustment of those who move 
to better their employment and personal opportunities. A 100-percent federally 
financed, but State administered program, under State standards, will distribute 
this responsibility fairly. 

May I say again how much I appreciate the opportunity you have given me 
to submit my views. ° 


STATEMENT OF RANDEL SHAKE, DIRECTOR, NATIONAL CHILD WELFARE COMMISSION, 
THE AMERICAN LEGION, ON ALL TITLES OF THE SocrAL Security Act, JUNE 16, 
1958 


Mr. Chairman and members of the committee, I should like at the outset to 
express our appreciation for this opportunity to present our views on certain 
titles of the Social Security Act. Because the time limitation for hearings on 
this important subject is short, we hxve chosen to file a statement which we 
have kept as brief as is consistent with adequate coverage of the American 
Legion’s position. 


CHILD WELFARE PROGRAM OF THE AMERICAN LEGION 


Our statement is confined to certain features of the Social Security Act 
providing services and assistance to children. The American Legion has car- 
ried on a nationwide child welfare program for over 30 years and our primary 
interest has been to insure proper care and potection for veterans’ children. 
However, today about 55 percent, or approximately 30 million, of the Nation's 
children are children of veterans. By virtue of this fact, we are vitally inter- 
ested in strengthening and improving public programs affecting all children. 
Our child welfare activities are concerned with all facets of child life. This 
broad experience qualifies our organization to speak on legislation concerned 
with programs for all children. 

Our child welfare work, for the most part, is done at community level 
through activities of our nearly 17,000 American Legion posts and 14,000 
American Legion Auxiliary units. The official position of our national organ- 
ization on legislative matters affecting children is formulated by representatives 
of our local posts and units and portrays a grassroots expression of the needs 
of America’s children. We have testified numerous times before congressional 
committees on amendments to the Social Security Act, particularly those amend- 
ments to the act concerned with services for dependent and/or neglected 
children. We believe the Social Security Act is one of the important provisions 
for insuring proper growth and development for all children. 


AID TO DEPENDENT CHILDREN PROGRAM 


The aid to dependent children program is the chief source of support for 2 
million of our Nations’ dependent children, enabling them to remain in their own 
homes and enjoy at least an approximation of normal family home life. We 
have supported the aid to dependent children program since its origin and have 
assisted in securing numerous improvements to this title of the Social Security 
Act. 
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The American Legion has a program of direct financial assistance for needy 
children of veterans throughout the United States, Puerto Rico, Alaska, and 
Hawaii. Assistance is furnished for maintenance or medical needs only in 
those situations where community or State services are not available. Our 
direct aid program provides us with a reasonably accurate method of deter- 
mining the adequacy of public programs for children. The majority of requests 
for assistance on behalf of veterans’ children coming to the attention of our 
national headquarters involve disability, residence laws, long waiting periods, 
or extended illness on the part of the wage-earning parent. 

Half of the applications we receive show these families have applied for as- 
sistance through the aid to dependent children program. Some States are 
taking as long as 90 days or longer to provide an aid to dependent children grant. 
Many of these same States have little or nothing in the way of local public re- 
lief programs to meet minimum essential needs of these families until an aid 
to dependent children grant is made available. 

The 1950 amendment to title IV, section 402 (a) of the Social Security Act 
reads, “A State plan for aid to dependent children must * * * (9) provide, 
effective July 1, 1951, that all individuals wishing to make application for aid 
to dependent children shall have the opportunity to do so, and that aid to de- 
pendent children shall be furnished with reasonable promptness to all eligible 
individuals.” Shortly after the enactment of this legislation the American 
Legion asked the Bureau of Public Assistance for an interpretation of “prompt- 
ness” as used in the act. We were advised that “promptness” was to mean 30 
days. Many applications for assistance are not being acted upon in conformance 
with this interpretation. We know some local public welfare agencies have 
insufficient personnel to process applications for assistance as rapidly as would 
be desired. On the other hand, we believe some delays in awarding assistance 
are used as a budget saving device at the expense of needy children. 

The following resolution adopted at the 1957 National Convention of the 
American Legion is an effort to eliminate such practice by making aid to de- 
pendent children payments retroactive to the date of application for such as- 
sistance providing investigation establishes the family was in fact eligible for 
aid at the time of appleation. This suggested legislation would establish a 
procedure similar to that used by the Veterans’ Administration in allowing 
awards retroactive to the filing date of a claim for benefits when eligibility re- 
quirements have been met. 


No. 595. Aid to dependent children payments become effective on date of applica- 
tion for assistance 


(1957 national convention) 


“Whereas in the past undue hardship has been caused because of the failure 
of welfare departments to act within a reasonable time on emergency problems 
involving aid to dependent children ; and 

“Whereas the extended postponement of the beginning dates of grants causes 
an undue hardship to children ; and 

“Whereas the length of time required varies greatly from State to State: Now, 
therefore, be it 

“Resolved, That the American Legion in national convention assembled in 
Atlantic City, N. J., September 16-19, 1957, go on record as supporting an 
amendment to the Federal Social Security Act to provide that ADC payments 
become effective on the date of application for assistance.” 


FUNDS FOR GENERAL RELIEF PURPOSES 


Recent increases in unemployment have brought into focus the gross inade- 
quacies of local and State general relief programs financed through city, county, 
or State funds. Assistance is intended for those individuals or families who 
-annot qualify for aid through one of the categorical public-assistance programs 
or for those who have only temporary emergency needs such as medical care. 

In January of this year there were 391,000 reported general assistance cases 
involving over 1 million persons. The average payment nationally amounted 
to only $60.91 and payments in some States averaged as low as $14. General 
assistance is virtually nonexistent in some localities since revenue for the pro- 
gram is usually derived from property taxes. 

Our own financial assistance program provides a direct reflection of the inade- 
quacy of local general relief programs. Lack of general relief funds to meet 
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emergency needs of families until aid to dependent children funds can be made 
available is another reason for requests for aid to our national organization. 

Many unemployed persons are not receiving unemployment insurance—some 
because they have exhausted their eligibility, while many others, through no 
fault of their own, have worked in employment not covered by insurance. The 
needy unemployed not covered by insurance must turn to local relief programs 
which are already overburdened and financially unable to provide even mini- 
mum essentials of livelihood for families. 

Figures released by the United States Departments of Labor and Commerce 
during March 1958 show many unemployed are either not eligible for or have 
exhausted unemployment insurance benefits. The Department of Commerce 
indicated 62 million in the labor force and the Department of Labor statistics 
for the same month showed only 48 million or 69.3 percent of the labor force 
working in jobs covered by unemployment insurance. The Department of Com- 
merce also reported in March of this year that only 3,130,200 persons or 60.5 
percent of the total number of unemployed of 5,173,000 were covered by un- 
employment insurance. The only resource available to many of these persons 
needing help for their families is local relief. 

In the majority of States general relief is not provided to needy persons un- 
less they have resided in a community for a specified number of years. This is a 
most serious situation in the light of our increasingly mobile population. The 
Bureau of the Census reported that 10 million persons changed their county of 
residence in a 1-year period between April 1953 and April 1954, and 5 million 
of this number moved to a different State. There is every reason to believe that 
this mobility will continue and, in fact, increase in the years ahead. 

The American Legion has been actively engaged for over a year in a study 
of the effects of State and local residence laws and several other national or- 
ganizations are also interested in the hardships created by these laws. An in- 
terim report of our study resulted in the adoption of the following resolution by 
our national executive committee requesting the Congress to establish a grant-in- 
aid program for the various States to assist with the financing of general relief 
programs. 


No. 22. Funds for general relief purposes 
(National executive committee meeting, April 30, May 1 and 2, 1958) 


“Whereas as many local communities have shown they are financially unable 
or are unwilling to provide adequate funds for general relief purposes; and 

“Whereas there are in excess of 30 million people in the United States who 
move yearly, many of them from State to State for various reasons such as em- 
ployment and health; and 

“Whereas residence laws of the various States now preclude assistance to 
many dependent children: Now, therefore, be it 

“Resolved by the national executive committee, meeting in Indianapolis, 
Ind., April 30, May 1 and 2, 1958, That Federal legislation be enacted which 
would provide for an allocation of funds to States on a matching basis to be 
used for meeting needs of dependent children without regard to residence.” 


MATERNAL AND CHILD HEALTH, CRIPPLED CHILDREN SERVICES, AND CHILD WELFARE 
SERVICES (TITLE V) 


Title V of the Social Security Act established a grant-in-aid program to assist 
the States in financing maternal and child health, crippled children services, and 
child welfare service programs. Present authorizations for appropriations for 
these programs amount to $16% million for maternal and child health, $15 mil- 
lion for crippled children services, and $12 million for child welfare services. 

Fiscal appropriations for maternal and child health, and crippled children 
services are now at the statutory maximum for each program. Appropriations 
for child welfare services, unforuntately, have not yet reached the maximum. 

The child population is increasing at the rate of 1 million children each year 
and has brought about an urgent need to increase the statutory authorization of 
funds for these vital programs. 

Beeause appropriations for maternal and child health have reached the maxi- 
mum of their authorization, States are finding it difficult to include newly dis- 
covered treatment techniques due to lack of funds. In like manner many handi- 
capped children coming under the provisions of the crippled children’s program 
still need rehabilitation. It becomes almost criminal in one’s thinking to learn 
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that about 300,000 children in the richest nation in the world are affected with 
cerebral palsy, but only about 8 percent are receiving care in State or local pro- 
grams. Other figures released by the United States Children’s Bureau indicated 
that approximately 295,000 children re affected by epilepsy and less than 1 per- 
cent are being assisted by crippled children’s services. Another 675,000 are re- 
ported to be suffering from rheumatic fever with only 1.4 percent of them under 
official programs. Although similar statistics on many other phases of the 
crippled children’s program could be cited, these few should be sufficient to 
definitely indicate the need for an increase in the authorized maximum for these 
programs. 

Child welfare services by either public or voluntary agencies are designed to 
protect and promote the social and emotional well-being of children. No less 
than 7 out of every 1,000 children in this country are receiving such services at 
the present time. From statistics gathered by the United States Children’s 
Bureau from 40 States, we find that child welfare services in public agencies 
have increased on the average 18 percent between 1946 and 1956 while the popu- 
lation of children in those same States increased 32 percent. Ideally, social serv- 
ices available through public agencies should be available to all children who 
need them but according to the last report available to us (1956) 49 percent 
of all counties in the United States, Alaska, Hawaii, Puerto Rico, and the Virgin 
Islands, have no full-time child-welfare worker; 32 percent have less than 1 
full-time worker per 10,000 children; only 19 percent have 1 or more full-time 
worker per 10,000 children. In the face of these figures it is long since past the 
time that the full authorization for child welfare services be appropriated. It 
has now reached the point where the authorization for such service needs to 
be doubled if this Nation is to provide adequately the services needed by so 
many of its youngsters. 

We believe the present reimbursement formula used to determine the amount 
of Federal funds allocated to the States for child welfare services needs revision. 
Presently, the Federal allocation to each State is based on the percentage of chil- 
dren living in rural areas. In the majority of our States, the population move- 
ment is to urban areas and the percentage of population living in rural areas 
is declining steadily. As a matter of equity we would urge amendment of the 
reimbursement formula to provide that a State’s allocation of Federal funds for 
child-welfare services should be based on its total child population as related 
to the national child population and that no State’s allocation be reduced below 
its present level. 

The amount of funds made available for these three vital programs is quite 
small when considered in relation to the total Federal budget but is of the 
utmost importance to children. We earnestly request the committee to give 
serious consideration to the requests in the following resolutions adopted by the 
national executive committee of the American Legion. 


No. 26. Funds for child-welfare services, maternal and child health, and crippled 
children services 


(National executive committee meeting, April 30, May 1 and 2, 1958) 


“Whereas title V of the Federal Social Security Act provides for reimburse- 
ment to the States for funds expended for child welfare services, maternal and 
child health activities, and crippled children services ; and 

“Whereas these programs administered by the United States Children’s Bu- 
reau have demonstrated their worth over the past several years by improving 
maternal and child health throughout the Nation and improving social services 
to underprivileged children ; and 

“Whereas the Social Security Act provides a maximum authorization of $12 
million for child welfare services, $16.5 million for maternal and child health 
services, and $15 million for crippled children services ; and 

“Whereas it has been demonstrated the statutory ceilings established in the 
Social Security Act for these vital programs are inadequate based on the tre- 
mendous growth of the child population in this country: Now, therefore, be it 

“Resolved by the national executive committee, meeting in Indianapolis, Ind., 
April 30, May 1, and 2, 1958, That the American Legion urges that title V of the 
Social Security Act be amended to provide an increase in the statutory author- 
ization of funds for the programs of child welfare services, crippled children 
services, and maternal and child health commensurate with the increase in 
ehild population in the United States.” 
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No. 24. Child welfare services reimbursement formula 
(National executive committee meeting, April 30, May 1 and 2, 1958) 


“Whereas Federal reimbursement to the States for child welfare services is 
based on the percentage of children living in rural areas of each State as com- 
pared to the national percentage of children living in rural areas; and 

“Whereas today the movement of population is to urban and metropolitan 
areas resulting in fewer children in rural areas; and 

“Whereas the concentration of these children in urban and suburban areas are 
more than those in so-called rural areas: Now, therefore, be it 

“Resolved by the national executive committee, meeting in Indianapolis, Ind., 
April 30, May 1 and 2, 1958, That the American Legion urges that the present 
formula used by the Federal Government to reimburse the States for expendi- 
tures of funds for child welfare services be amended so that grants payable to 
States will be related to the total number of children in the State rather than 
to just the number of children in rural areas.” 


MEDICAL CARE IN PUBLIC ASSISTANCE 


The 1956 amendments to the Social Security Act provided a new formula for 
reimbursement to the States for medical care in behalf of recipients of public 
assistance. The American Legion supported this amendment and progress has 
been noted in the expansion of medical service for individuals receiving assis- 
tance through the categorical programs. 

Under the present plan a State is afforded 1 of 2 options for reimbursement 
for medical care. Operation of this plan has shown that some States providing 
maintenance assistance over and above the amounts matched by Federal funds 
have had to select the medical care reimbursement option which provides, in 
the case of aid to dependent children, one half of the first $3 spent for medical 
care and in the case of the other assistance categories, one-half of the first $6 
spent for medical care. This has resulted in an inequity in those States which 
are maintaining adequate standards of assistance inasmuch as they receive 
a smaller percentage of Federal reimbursement for medical expenditures than 
States with low levels of assistance who receive reimbursement for medical 
care under the other medical care option. 

We believe the present medical care reimbursement formula should be amended 
to provide flexibility whereby a State could utilize both options interchangeably 
during the fiscal year. Such a plan would provide an equitable arrangement 
among all the States with regard to the Federal share of reimbursement for their 
medical expenditures made in behalf of recipients of public assistance. 

The American Legion’s national executive committee adopted the following 
resolution urging the above proposed changes: 


No. 25. Medical care for needy children 
(National executive committee meeting, April 30, May 1 and 2, 1958) 


“Whereas the operation of Public Law 880 which became effective July 1, 
1957, has not improved medical service in the manner expected for those children 
whose basic maintenance is provided by the public program of aid to dependent 
children; and 

“Whereas the American Legion in 1956 supported Federal legislation to im- 
prove medical care for children receiving aid to dependent children and ex- 
perience gained from the operation of this law establishes that such legislation 
requires amendment : Now, therefore, be it 

“Resolved by the national executive committee of the American Legion, meet- 
ing in Indianapolis, Ind., April 30, May 1 and 2, 1958, That Federal legislation 
be enacted which will correct the present inequities in Public Law 880.” 

Mr. Chairman, we urge that you give serious consideration to our proposals 
which we believe are sound and timely. 
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NATIONAL CHILD LABOR COMMITTEE, 
New York, N.Y., June 20, 1958. 
Hon. WILBUR D. MILLS, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. Mitts: May I urge you to act in behalf of the sick, crippled, and 
handicapped children,of our Nation who are now needlessly destined to face 
life as burdens to themselves and to society? Because of financial limitations 
imposed by an inadequate appropriation authorizations (which has not been 
raised since 1950), thousands of children are denied the medical and welfare 
services which could mend their crippled bodies and remove or modify their stag- 
gering handicaps. 

Authorization of increased appropriations for the grant-in-aid programs ad- 
ministered by the Children’s Bureau under title V of the Social Security Act 
which is provided for in H. R. 12834 is imperative and urgent. 

As the chairman of the Ways and Means Committee, may we ask you to do 
all you can to encourage incorporation of H. R. 12834 in the general revision 
of the Social Security Act currently before you? 

In this time of crisis it is shortsighted indeed to lose sight of the needs of 
the disadvantaged children who, through early treatment and care, could be 
helped to realize their highest potentials as contributors to the welfare of our 
Nation. 

Speaking as an individual, as well as for the National Child Labor Committee, 
may I ask that this communication be added to the records of the hearing? 

Sincerely, 
Evi E. CoHEn, 
Executive Secretary. 


PROSTHETICS RESEARCH BOARD, 
NATIONAL ACADEMY OF SCIENCES, 
NATIONAL RESEARCH COUNCIL, 
Washington, D. C., June 13, 1958. 
Hon. WiLsur D. MIILLs, 
Committee on Ways and Means, 
Room 1131, New House Office Building, 
Washington, D. C. 


My Dear CONGRESSMAN: As you are doubtless aware, our board, through our 
committee on child amputee problems, has been working closely with the Chil- 
dren’s Bureau and several State crippled children’s services, particularly the re- 
gional programs under the Michigan Crippled Children Commission at Grand 
Rapids and the California Crippled Children’s Services at the University of 
California at Los Angeles, in an effort to raise the level of child prosthetics 
practice throughout the country. Perhaps you have heard about our demonstra- 
tions held on the Hill in connection with the artificial limb program spon- 
sored by the Veterans’ Administration and the armed services since World 
War II. Last year Senator Lister Hill asked us to give a more comprehensive 
demonstration, including child amputees for the first time, which was held in 
the Old Supreme Court Chambers in the Capitol. 

We are just completing our annual assembly at the National Academy of 
Sciences this week, and on Monday I have been asked to discuss plans for the 
future at a conference to be held at the Health, Education, and Welfare offices. 
In the meantime, I have learned that you are about to hold hearings on H. R. 
12834, the bill introduced by Congressman McCarthy, authorizing raising the 
statutory ceilings on the three Children’s Bureau services to $25 million. 

I trust, sir, that you will do all you can personally to make effective these 
sorely needed additions. In the case of crippled children I happen to know that 
the present $15 million limit is sadly inadequate, just at a time when we feel 
so much can be done to help these unfortunate children. If your committee 
could see what we have seen at Grand Rapids and Los Angeles, I know there 
would be no hesitancy. 

Trusting that a way may be found even at this late date to pass this legisla- 
tion at the present session, I am 

Sincerely yours, 
F. 8. Srrone, Jr., Chairman. 
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COMMONWEALTH OF PENNSYLVANIA, 
THE GOVERNOR’S COMMITTEE ON CHILDREN AND YOUTH, 
Harrisburg, June 18, 1958. 
Hon. Wixpur D. MILs, 
Congressman, Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN MiLLs: Our committee on children and youth is continu- 
ously seeking facts on services for children in Pennsylvania and on the extent 
to which they are meeting the existing and developing needs of children and 
youth. The committee has noted the vigorous efforts of the Department of 
Health and Welfare to strengthen and expand health and welfare services 
during the past few years. Increased information on types and extent of re- 
sources needed has come with the further development of sound, effective serv- 
ices on a statewide basis through the combined use of State and Federal funds 
(Social Security Act, title V). It is the belief of our committee that Pennsyl- 
vania can demonstrate and validate as never before its need for increased Fed- 
eral funds to match increasing State support of health and welfare services for 
children. 

Therefore, we have been much gratified to note the introduction of H. R. 
12834, “to increase the amounts authorized to be appropriated for each fiscal 
year for the programs of material and child-health services, services for 
crippled children and the child-welfare services provided for by title V of the 
Social Security Act.” We are writing to urge your Committee on Ways and 
Means to include H. R. 12834 in your general revisions of the Social Security 
Act. 

A few of the specific areas of need for these funds are: 


Care and services for congenital amputees. 

Otological evaluation and hearing aids. 

Use of recent scientific development in open-heart surgery. 

Assistance in diagnosis and treatment of children with chronic diseases. 

Services to unwed mothers and their babies. 

Protective services for children including services to rehabilitate their families. 

Services for mentally retarded children. 

Extension of existing health and essential child-care services to meet the needs 
of an increasing population. 

Training of qualified personnel and adequate salaries for trained personnel to 
provide services when programs are developed. 


We would appreciate your including this letter in the record of the hearings. 
Cordially yours, 
Rosert ©. Taser, Chairman. 


Srnar Hosprtat or BALTIMORE, INC., 
Baltimore, Md., June 25, 1958. 
Representative W1LBuR D. MILLS, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C0. 


Dear Mr. Mr18: I am writing in support of the bills H. R. 12834 and H. R. 
12871 which propose to increase the authorization of funds available for 
maternal and child health and crippled children under title 5 of the Social 
Security Act. 

As chairman of a study group on mentally retarded children for the com- 
mittee on medical care of the State planning commission, we have seen much 
evidence to indicate the need for increasing the funds available to help handi- 
capped children of all types. 

I hope that your committee will act favorably on these bills. I shall appreci- 
ate it if this letter is included in the record of the hearing held on June 17, 
1958. 

Sincerely yours, 


Harry H. Gorpon, M. D., 
Pediatrician in Chief, Sinai Hospital of Baltimore.; Associate Professor 
of Pediatrics, Johns Hopkins University. 
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NEw York, N. Y., June 25, 1958. 
Re bill No. H. R. 12834. 


Representative WILBUR MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

DEAR REPRESENTATIVE Mitts: The National Foundation for Muscular Dystro- 
phy, Inc., a nonprofit voluntary health agency, dedicated to the health of children 
suffering with muscular dystrophy and allied neuromuscular diseases, through 
its national membership of more than 10,000, is vitally concerned to see the 
enactment of bill No. H. R. 12834, presented by Mr. Neuberger, Mr. Douglas, 
Mr. Kennedy, Mr. Humphrey, and Mr. Aiken. With such great scientific advances 
in the care and rehabilitation of crippled children, it is the solemn responsibil- 
ity of our Government to provide funds in order that our future citizens may 
receive every known available medical benefit. 

With the new concepts enabling our Nation to better understand the problems 
of the handicapped, opportunities for this group are ever-increasing. If our 
crippled children can receive the necessary benefits, our country will find itself 
with men and women better able to live productive lives and remove the financial 
burden which would inevitably fall upon our Government if these patients are 
not permitted training programs vital to their future functions. Surely the 
taxpayer sees this as a sound economic concept. 

Congressman Mills, millions of youngsters look to all of you for a brighter 
future. Those of us dedicated to the future of the handicapped, pray that you 
will make every effort as a humanitarian to aid in the authorization of increased 
appropriations for the child welfare services under title V of the Social Security 
Act to provide for each fiscal year beginning after June 30, 1958, the sum of 
$25 million. 

RutH Y. BERINI, 
Executive Director, National Foundation for Muscular Dystrophy, Inc. 


Ciry OF COLUMBUS, OHIO, 
DEPARTMENT OF HEALTH, 
June 24, 1958. 


Subject: H. R. 12834; 8S. 3504. 


Hon. Wiczur D. MILLs, 
Chairman, Committee 0n Ways and Means, 
United States House of Representatives, Washington, D. C. 

Dear Mr. Mitus: Having been advised that our representative, Mr. Thomas A. 
Jenkins, is ill and probably will not be in attendance at the hearings on H. R. 
12834, I wish to solicit your support for H. R. 12834, as well as the companion 
bill, 8. 3504. 

We in the field of public health service are particularly interested in that 
part of H. R. 12834 which provides for raising the statutory ceiling for maternal 
and child health and crippled children’s services to $25 million each. 

I wish to reiterate the statements you have received emphasizing the increase 
in child population, the increased cost of services, the need for expansion of 
present services to promote the health of mothers and children, and the utiliza- 
tion of the scientific developments which have made it possible for many to 
live healthy, happy productive lives. This can only happen if funds are made 
available for the provision of such services. 

We must think more of services for the mentally retarded, as well as the 
unwed mothers and their babies, and for children whose parents are away from 
home, such as children of working mothers, with the provision and supervision 
of day care centers and nursery schools, school health services, accident pre- 
vention, poison control, and last but not least, the training of public health 
workers. 

Very truly yours, 
O. M. Goopior, M. D., M. P. H., 
Health Commissioner. 
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ATLANTA, GA., June 25, 1958. 
Hon. Wiievur D. MILts, 
House Office Building, Washington, D. C.: 


We understand H. R. 12834 is being considered in committee. High birthrate, 
expanding child population, continued high infant and maternal death rates in 
many States, increasing problems in some areas such as personality disorders 
and physical handicaps, require raising ceiling to provide additional funds. 
Urgently request your support of H. R. 12834. 

T. F. Setters, M. D., 
Director, Georgia Department of Public Health. 





THE CHILDREN’S MEDICAL CENTER, 
Boston, June 27, 1958. 
Hon. Witscr D. MILLs, 
Committee on Ways and Means, 
United States House of Representatives, 
Washington, D.C. 

Dear Str: I am writing you to solicit your support in connection with H. R. 
12834 which would increase the authorized annual appropriation for the programs 
of maternal and child health services, services for crippled children and child 
welfare services, under title V of the Social Security Act, potentially by about 
$1,500,000. As Administrator of the Children’s Hospital, serving Massachusetts 
and the remaining five New England States, I am well aware what a regional 
center like ours has to offer in the way of rehabilitation facilities. The human 
needs involved are very great, and the practical results which can now be se- 
cured through modern surgery and modern medical treatment are very con- 
siderable. I cannot help but feel that an increase in the appropriation potential 
for this cause is very well justified. 

Sincerely yours, 
LENDON SNEDEKER, M. D., 
Assistant Administrator. 





NATIONAL COUNCIL OF Necro WoMEN, INC., 
Washington, D. C., June 27, 1958. 
Hon. WiILnvur MILLs, 
Chairman, House Committee on Ways and Means, 
United States Congress, Washington, D. C. 

Dear Mr. Mitts: The National Council of Negro Women is deeply interested 
in H. R. 12834 which seeks to generally revise the Soical Security Act. As a 
national women’s council including 22 national organizations and 96 metro- 
politan councils, we are particularly concerned with legislation affecting the 
children of our Nation. 

We feel that the provisions in H. R. 12834 for increasing aid to the maternal 
and child health program, the crippled children’s program, and the child wel- 
fare services are both important and necessary to the welfare and defense of 
our country. 

The problem of caring for children coming under these services is increasingly 
serious since the child population has increased. The limitation of funds has 
affected services to the children who need it most. 

We urge you, the committee, to give a favorable report to this bill and we ask 
that this letter from the National Council of Negro Women be made a part 
of the record of hearings on the bill. 

Sincerely yours, 


Dorotuy I. Herent, 
National President. 
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NortH CaroLIna STATE Boarp or HEALTH, 
Raleigh, June 30, 1958. 
Hon. Wiizur D. MIs. 
House of Representatives, 
Washington, D.C. 


Dear Mr. Mirts: It is respectfully requested that you and your committee 
favorably consider H. R. 12834 to be presented during the present session of the 
Committee on Ways and Means of the House. 

This consideration is especially requested, inasmuch as the Federal grants-in- 
aid to the State of North Carolina, supplemented by State appropriations are in- 
sufficient to meet the needs of the handicapped and medically indigent mothers 
and children of the State. 

Very sincerely yours, 
J. W. R. Norton, M. D., 
State Health Director. 


THe UNIVERSITY OF NORTH CAROLINA, 
ScHOOL OF PUBLIC HEALTH, 
DEPARTMENT OF MATERNAL AND CHILD HEALTH, 
Chapel Hill, June 10, 1958. 
Congressman Wriisur D. MILLs, 
Chairman, Ways and Means Committee, 
United States ‘House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN MILts: As one professionally and personally greatly inter- 
ested in the welfare and health of children, I am writing to ask for your whole- 
hearted support of any legislation aimed at amending the Social Security Act 
and providing for the raising of the ceilings for funds appropriated for services 
in the fields of maternal and child health, crippled children and child walfare. 

The existing ceilings were established several years ago and are less adequate 
today than formerly in view of the tremendous increase in the child population 
of our country. Additional funds are urgently needed in order to strengthen 
existing programs and to expand our services in terms of changing needs of our 
children. 

Sincerely yours, 
SipNeEy S. CHIPMAN, M. D., 
Professor of Maternal and Child Health. 


IMMANUEL HOspPITAL, 
OFFICE OF THE ADMINISTRATOR, 
Mankato, Minn., June 10, 1958. 
Hon. Wrigur D. MILs, 
United States House of Representatives, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN MILLS: We do urge your support of H. R. 11832, which we 
understand is now in committee hearings. 

It is our understanding that this bill provides for a larger appropriation to 
States for hospital and other health expenses for recipients under old-age assist- 
ance and other programs. We realize the need in this area and feel that this 
bill would assist. 

We do appreciate your consideration of this letter. 

Yours very sincerely, 
Rosert J. WILKINS, 
Administrator. 


STATE OF CALIFORNIA, 
DEPARTMENT OF SOCIAL WELFARE, 
Sacramento, Calif., June 18, 1958. 
Hon. WiLBur D. MILLs, 
Chairman, Committee on Ways and Means, 
New House Office Building, Washington, D. C. 

Dear CONGRESSMAN MILLS: I appreciate very much this opportunity to ex- 
press, on behalf of California, our recommendations for the consideration of 
your committee relative to needed changes in the Social Security Act. 
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The recommendations as contained herein are directed solely to the four 
public-assistance titles of the act. 
We have two recommendations which concern all four titles. 


1. Elimination of the July 1, 1959, termination date on present amounts of 
Federal grants-in-aid 
The following amounts per person of Federal grants-in-aid are now on a tem- 
porary basis under terms of the 1956 Social Security Amendments Act: 


Title I. Old-Age Assistance, $9 per person. 

Title IV. Aid to Dependent Children, $5 per person. 

Title X. Aid to the Blind, $9 per person. 

Title XIV. Aid to Permanently and Totally Disabled, $9 per person. 


Since the Federal grants-in-aid were increased in 1952, the threat of with- 
drawal of the increase has faced each State every 2 years. The temporary na- 
ture of increases, which now amount to more than one-fifth of the Federal 
grants, has made it most difficult for State public-welfare administrators to 
present a stable revenue base to State fiscal authorities and the State legislature. 
Fiscal authorities and legislators are reluctant to establish a firm and committed 
fiscal base to support these important public-assistance programs in the fact of 
the biennial threat of a withdrawal of a substantial portion of the revenue from 
Federal funds. 

In order to maintain the present level of all public services, the State of Cali- 
fornia faces the necessity of increasing State tax levies by $200 million annually. 
If the grants-in-aid are not continued at present level, this fund shortage will 
be increased by $44 million, or 22 percent. If Congress fails to take affirmative 
action to make the current grants-in-aid a permanent part of the Social Security 
Act, there is real danger that substantial cuts in the standard of assistance will 
have to be made in 1959. 


2. Elimination of the dual basis by which Federal grants are computed 


The 1956 amendments to the Social Security Act split off grants for medical- 
care payments into a separate sharing formula from the standard sharing for- 
mula which has been in the act from its inception. The effect is to create a dual 
basis for computing grants-in-aid. The new formula, which provides money only 
for medical-vendor payments, is simple, but the amount is inadequate to cover 
the broad scope of medical needs required by old people. 

In order to meet the recipient’s medical needs adequately and at the same time 
make maximum use of Federal grants-in-aid in doing so, it is necessary for a 
State to provide for payment of medical needs on two bases: (1) Through 
vendor payments for selected medical needs and (2) for inclusion in the money 
payment to the individual an allowance for certain remaining medical needs. 

This dual method of meeting the recipient’s medical needs is confusing to the 
recipient and the practitioner or vendor who supplies the medical service. The 
recipient does not always understand his obligation. The practitioner doesn’t 
know whether to expect payment from the recipient or the public-welfare 
agency. Recipients hesitate to accept available medical services because they 
do not understand their rights for fear of obligating themselves beyond their 
ability to pay. 

We recognize fully that we could elect a plan which would be simpler, but 
such an election would deny recipients in California the full benefits voted in 
their behalf by Congress in 1956. As it is, we have had to make an unhappy 
choice and one which, in the final analysis, does not take full advantage of the 
available Federal grant. This is because the complicated administrative pro- 
cedures involved would require too much of an expenditure of administrative 
money to justify it. 

H. R. 11703 (McCormack) would accomplish this recommendation. Its enact- 
ment will not cost the Federal Government any more than is now available under 
a State plan which provides several methods of payment which are possible and 
legal under the Social Security Act. 

Congress, on repeated occasions in recent years, has taken note of the rising 
costs of public-assistance administration, one-half of which is borne by Federal 
funds. Here is a classic example of where increased administrative costs are 
sanctioned by a technical provision of the Social Security Act. 

We have a third recommendation, which concerns only title IV. 

Basically, eligible children are defined under this title as children who have 
been “deprived of parental support or care by reason of death, continued absence 
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from home, or physical or mental incapacity of a parent.” However, the act 
requires that such child, to be considered dependent, must be living with a rela- 
tive. Currently, in California more than 11,000 children qualify in all respects, 
except these children are not fortunate enough to have a relative within the 
specified list able or willing to care for them. 

Failure to include these children as eligible dependent children is to deny, 
in fact, the more seriously deprived of our children. Costs of care for such 
children are one-fourth higher per child than for children who are able to find 
a home with a relative. 

California has 3 recommendations relative to amendment of the 4 public- 
assistance titles of the Social Security Act. 

These recommendations are: 

1. Elimination of the termination date of July 1, 1959, on present amounts of 
Federal grants-in-aid. 

2. Inclusion as eligible for reimbursement of all children who have been de- 
prived of parental support or care by death, continued absence, or incapacity of 
a parent. 

5. Elimination of the dual method of computing Federal grants-in-aid for 
money payments and vendor payments for medical care. 

In our judgment, the three recommendations, as contained in this letter, rep- 
resent a minimum program which merits the favorable consideration of your 
committee. It is my understanding that bills have been introduced by Members 
of this Congress which would carry out these recommendations. 

Sincerely, 
JEORGE K. WyMAN, Director. 


OHICAGO INSTITUTE OF SOCTAL WELFARE, 
Chicago, I11., June 16, 1958 
To the Members of the House Ways and Means Committee, 
House of Congress, Washington, D. C. 

GENTLEMEN: The Nation’s economy is slowly deteriorating. Many more will 
be out of jobs by the end of this year. Your committee has before it a large 
number of bills dealing with the plight of the aged and poor for your considera- 
tion. Most of the men and women on social security and old-age assistance are 
faced with less buying power due to the continuous increases in the cost of liv- 
ing. In the last decade, many on fixed-dollar income have been practically 
pauperized. The purchasing power of the low-income groups being greatly re- 
duced, the effect on business, especially small business, has been tragic, causing 
the layoff of a large number of our unemployed. 

The present administration, in attempting to solve the recession by roadbuild- 
ing, the building of homes, college dormitories, and other public-works programs, 
has begun its program by doing that which should be done last, first. The na- 
tional revenue will go far in the red for 1958. This deficit spending will give 
inflation the biggest spurt upward than at any other period. We cannot resolve 
this recession by the lavish spending of public money, and placing it into the 
hands of those who now have the capacity to purchase most of the needs of life. 

The Nation needs buying power placed into the hands of those in dire need 
of the necessities of life. If we help them to obtain a better life, we will create 
the purchasing power that will immediately be reflected in jobs for factory, store, 
office, and transportation jobs. These are the class of workers that are now un- 
employed. They are not road workers or building workers. If the class of 
workers now out of a job are reemployed, homes that are now built will be sold, 
and all the building workers will be called back to work. It is at the bottom of 
our social structure that we should begin our work toward solving the present 
recession. 

The great imbalance between production and consumption is clearly reflected 
in the field of agriculture, where abundance has been reached in the supply of 
food, causing our Nation to waste billions of dollars for storage of this food, the 
cost of an army of clerks to keep records, the decay of millions of dollars of food, 
useless waste through rodents and other vermin, as well as opening avenues of 
possible corruption. This is anarchy in its worst form, while millions are unable 
to obtain food to enjoy proper nourishment and a fair diet. 

If we, in the midst of this world of insecurity, fail to correct this great 
social injustice before it is too late, we will soon reach a point of rapid disinte- 
gration, and the freedoms which we prize most will be obliterated by anarchy 
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and chaos. That is why we must not fail to band all our efforts to achieve the 
good life for all our people, not in the form of charity, but as a pension. 
Sincerely, 
Wa. CASTLEMAN, President. 


NATIONAL ASSOCIATION OF COUNTY OFFICIALS’ TESTIMONY OF OLD-AGE AND Sur- 
VIVORS INSURANCE, BY MERLE ANDERSON, SUPERVISOR OF WINNEBAGO COUNTY, 
ILL., AND CHAIRMAN OF THE WELFARE COMMITTEE OF THE NATIONAL ASSOCIATION 
or CouNTY OFFICIALS 

SUMMARY 


The Federal Government should participate in care of children in foster 
homes. At present, such help is extended in only 22 States, and is effectively 
limited to professional services instead of actual child support. Some 42 percent 
of children receiving public aid are in foster homes, and this expense is being 
borne almost entirely by local governments. In many States, it is completely 
inadequate. 

Also, employees of State and local governments should be allowed social- 
security coverage without Federal restrictions. 


STATEMENT 


Mr. Chairman and members of the committee, I am Merle Anderson, of Rock 
ford, Ill., county supervisor of Winnebago County in that State and chairman 
of the welfare committee of the National Association of County Officials. I am 
testifying today on behalf of NACO, which represents county officers of 47 
States and Hawaii and State associations of county officials in 43 States. Our 
Washington offices are at 1001 Connecticut Avenue NW. 

I know you are getting ample and expert testimony on the general provisions 
of the social-security program, and I will not attempt to discuss these. Rather, 
I would like to call your attention to two points in which the National Associa- 
tion of County Officials is particularly interested. 

The first of these is the need for more Federal money for foster care of needy 
children—money designated for that purpose. The second is the need for im- 
proved provisions to facilitate social-security coverage for employees of State 
and local governments. 

The States have been permitted, by regulation of the Department of Health, 
Education, and Welfare, to use child-welfare funds for foster care under cer- 
tain circumstances. However, under the present system, the amount available 
has been extremely limited, and only 22 States have found it feasible to spend 
the money for this purpose. In practice, it has been spent largely for profes- 
sional services in placing and supervising children in foster homes, and not for 
support of the child, except for limited groups such as babies of unwed mothers. 
We see no reason why Federal funds can be used to contribute to the support of 
a child in the home of a relative but not in the home of a foster family. In 
many cases, I am sure, the foster home is a better place for the child. 

The use of foster care has, indeed, increased measurably in recent years. 
Between 1947 and 1956, the number of children in foster homes rose 27 percent 
in part, due to a shift in emphasis away from institutional care. County of- 
ficials have found that foster care often presents the best opportunity for placing 
the child in healthy and happy surroundings. Certainly, it is infinitely superior 
to institution care, however well managed and well intentioned the institution. 

Last year there were 268,000 children in foster homes—or about 42 percent of 
all children receiving public assistance. 

The objection is often raised by some voluntary and religious groups that the 
Federal Government should keep out of family life and that support of foster 
care would violate this concept. We fail to see, however, why the Federal 
Government should contribute to care of children in their own homes or living 
with relatives, but not to those who have no relatives to take them in and must 
zo to foster homes. 

And, in fact, the voluntary agencies are taking care of only 48 percent of 
children in foster care. The other 52 percent are looked after by State and 
local governments. We see no reason why Federal support would be any more 
of an interference in family life than State and local support. Rather than an 
interference, it would mean better financing to help maintain children in a 
familylike atmosphere. 
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In 1955, some $113 million was spent on foster care by public-welfare agencies, 
Of that sum, the Federal Government contributed only $600,000, while States 
paid $55 million and local governments $57 million. Last year’s authorization 
for all child-welfare programs was a meager $12 million and the appropriation 
was only $10 million. 

NACO believes that Federal grants on a matching basis, by whatever formula 
is adopted, are thoroughly justified and necessary. I need not go into detail 
on the limitations on local revenues that exists in face of preemption by the 
Federal Government of the best tax sources, for that is a very familiar story to 
this committee. 

In the hearings 2 years ago, many national organizations supported Federal 
participation on a more general basis in foster care. The only opposition, as I 
recall, came from one religious organization. It is time the realities of the 
problem of financing foster care are faced and shared by the Federal Govern- 
ment. 

I would like to insert at this point, with the permission of the chairman, the 
section of our platform adopted at the association’s annual conference last 
August referring to foster care: 

“The Federal Social Security Act should be amended to provide Federal 
financial participation in aid granted to the States and local governments for 
dependent children cared for in approved foster homes, boarding homes, and 
institutions, child-welfare services, or by whatever name this program is known 
in the individual States, thus relieving the present inequitable financial burden 
on the States and local governments which must care for these children without 
Federal assistance.” 

Government employees 

On coverage of State and local government employees, the platform of NACO 
states: 

“We favor legislation to make old-age and survivors insurance available, on a 
permissive basis, to all employees of State and local governments without restric- 
tions in Federal law.” 

The laws applying to non-Federal Government employees at present are patch- 
work and discriminatory between one State and another. Nine States named in 
law can extend coverage to employees by dividing the State retirement system 
into two classes—those covered and those not covered by social security. Em- 
ployees can then elect which group they want to belong to. Five other States 
are allowed to extend coverage to police and firemen. A different set of nine 
States is allowed to cover school custodians. 

We believe this piecemeal regulation is unfair and unnecessary. The same 
privileges should be extended to all States alike, of course, allowing the State 
as employer to choose whether to participate. The employees of State and local 
governments would then have equal opportunities in every State, subject only 
to the State’s willingness to cooperate. 

We support uniform legislation allowing all States to participate in the two- 
class system. This should cover county firemen and policemen, who are now left 
out. We, of course, go along with the provision that any new employee be cov- 
ered compulsorily. 


WASHINGTON, D. C., OFFICE, 
CHRISTIAN SCIENCE COMMITTEE ON PUBLICATION 
OF THE First CHURCH OF CHRIST, SCIENTIST, IN BOSTON, MASS., 
Washington, D. C., June 30, 1958. 


Re possible inclusion in the social-security law of a new general-assistance title 


Hon. WILzur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Mr. Mitts: We are writing in connection with the hearings being held 
by the House Ways and Means Committee on the approximately 400 bills in- 
tended to amend the Social Security Act. 

One of the pending bills, H. R. 11678, would establish a new general-assistance 
title, XVI. Individuals who are disabled but who would not qualify under title 
XIV: Permanent and Total Disability, would be among the beneficiaries of a 
general-assistance title. 
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If it is decided to include a general-assistance title in the reported bill, we 
respectfully urge that the committee adopt an amendment which would specifi- 
cally provide that medical, surgical, or psychiatric treatment shall not be im- 
posed upon a recipient who depends exclusively upon prayer or spiritual means for 
healing in accordance with the teaching and practice of a recognized church, as 
a condition of his receiving assistance. The Congress followed this policy in 1956 
in enacting title II disability amendments, specifically protecting the individual’s 
constitutional right to rely solely on prayer or spiritual means of treatment as 
the free exercise of religion. (Please see sec. 222 (b) of the Social Security Act 
for the principle involved. ) 

Should H. R. 11678 specifically be included in your reported bill, we recom- 
mend the following amendments be adopted : 

(1) Add new subsection 1602 (b) (4) at page 4, line 20, to read: 

“(4) Any medical, psychiatric, or surgical treatment upon an individual who 
relies solely in the treatment and cure of any physical or mental impairment 
upon prayer or spiritual means through the application and use of the tenets 
or teachings of any recognized church or religious denomination of which he is 
an adherent or member.” 

(2) Delete the word “or” in section 1604 (1), page 7, line 13, and add the 
words “or treatment” following the word “citizenship.” 

If the committee reports out a general assistance title in a form different than 
that in H. R. 11678—for instance, using H. R. 7831 as a model—we urge that 
language similar to the above amendments be included. 

We respectfully ask that this letter be made a part of the printed record of 
the present hearings. 

Sincerely yours, 
INMAN H. DovuG.Las, 
Manager, Washington, D. C., Office. 


LAKE CouUNTY DEPARTMENT OF PUBLIC WELFARE, 
Gary, Ind., June 24, 1958. 
Hon. Witsur MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Mr. Mitts: I was unable to personally appear before your committee 
on June 16, 1958, when your committee began public hearings on all titles of 
the Social Security Act. In lieu of my personal appearance, I would like to 
submit the following statements in reference to specific sections of the Social 
Security Act. 

The 1956 amendments made provisions for appropriations for research and 
training in the public-assistance programs. However, to date, no appropriation 
has been made to implement this provision of the Social Security Act. 

The tremendous value of research in private business has been proven, un- 
doubtedly. In private industry, in-service training, staff development, use of 
universities for additional training and education of employees, especially execu- 
tives, are unquestionably accepted as signs of sound management policy. I 
believe that Government should emulate private business and industry in these 
areas of administration. 

Public assistance in the United States is a $3 billion enterprise. The Federal 
Government, in cooperation with the States and local communities, has the 
obligation constantly to seek ways to improve the administration and the effi- 
ciency of the public-assistance programs. Continuous efforts should be made to 
search out the causes of dependency, and unceasing attempts should be made to 
find ways of preventing public dependency. Better means of coping with the 
problems of dependency, in terms of the rehabilitation of the persons receiving 
public assistance, should be an integral part of all public-assistance appropri- 
ations. 

For these reasons, I hope there will be no further delay in making an appro- 
priation to implement the research and training sections of the public-assistance 
programs of the Social Security Act. 

Another 1956 amendment to the Social Security Act clearly stated that the 
public-assistance programs are designed to help maintain and strengthen family 
life and to help restore persons to self-support and self-care. This is an excel- 
lent statement of purpose of public assistance. However, there are several 


9 


28110—58 








108 SOCIAL-SECURITY LEGISLATION 


shortcomings in other sections of the Social Security Act which prevent this 
sound philosophical purpose from being implemented. I wish to emphasize one 
in particular, and that is in reference to title IV, aid-to-dependent-children pro- 
gram. Under the present law there is a tendency to put a premium on family 
breakdown. 

Title IV should be amended to provide help for any needy child living with 
the relatives now specified in the act. If this is done, then the statement of 
strengthening family life as stated to be the purpose of the aid-to-dependent- 
children program will become a reality and not merely a pious inference. 

I would appreciate my letter being incorporated as part of the proceedings of 
you committee’s public hearing. 

Very truly yours, 
FreD H. STEININGER, Director. 

Our next witness is Dr. Kenneth O. Johnson. 

For purposes of this record, Dr. Johnson, please identify yourself 


by giving your name and the capacity in which you appear. 


STATEMENT OF DR. KENNETH 0. JOHNSON, EXECUTIVE SECRE- 
TARY, AMERICAN SPEECH AND HEARING ASSOCIATION, WASH- 
INGTON D. C. 


Dr. Jounson. I am Kenneth O. Johnson, executive secretary of the 
American Speech & Hearing Association. 

The CHarrMAN. You are recognized. 

Mr. Jonnson. Mr. Chairman and members of this committee, this 
is a statement regarding programs of maternal and child health serv- 
ices, services for crippled children, and child-welfare services pro- 
vided for by title V of the Social Security Act. 

The American Speech & Hearing Association is the recognized pro- 
fessional organization for persons qualified to work in the field of 
speech and hearing disorders. 

For over 30 years this organization has exercised leadership in devel- 
oping and improving standards of tr aining and service in the profes- 
sion which it represents. ° 

Children with speech and hearing disorders comprise the largest 
single group of handicapped children. By the most conservative esti- 
mate there are more than 114 million school-age children with severely 
disabling speech and hearing defects. 

Only 1 child in 4 of the speech-handicapped children is receiving 
necessary diagnostic and remedial assistance, and while there are no 
reliable statistics available, it is known that services for the hearing 
handicapped are even less adequate than those for the speech handi- 
capped. 

Speech and hearing disorders interfere with or make impossible 
effective communication. Since the need to communicate effectively 
is basic to learning itself, a significant communication impairment 
may be expected to result in educational, social, and emotional retarda- 
tion. In the case of speech and hearing disorders it is particularly 
urgent that an early diagnosis be made ‘and that early and adequate 
ther apy be provided. 

To delay either diagnosis or treatment may mean that the oppor- 
tunity will be lost for adequ: ite integration of the child into our society 
for the development of normal social and emotional patterns and for 
the pursuit of a normal educational program. 

To delay essential case finding and treatment even until school age 
may bring about the development of firmly established but inadequate 
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communication patterns which results in unnecessary special education 
and rehabilitation costs during later years. The importance of early 
case finding cannot be overestimated. . 

There are very great research needs in this field, and in some areas 
of the field we have only the most rudimentary information. 

Research has, however, provided a significant core of knowledge. 
All of the funds which have gone into this work and the development 
of this knowledge will be of little value unless diagnostic and treat- 
ment programs are available in every State. 

Only about one-half of the State health departments and crippled 
children’s agencies are engaged in speech and hearing services, and in 
a large number of States only minimal services are provided. 

Within the past decade tremendous educational and medical ad- 
vances have been made, the benefits of which are unavailable to many 
speech- and hearing-handicapped children. It seems enormously un- 
fair that there is not in every State at least a single facility where 
speech and hearing services can be provided. 

The ceiling for appropriations for the programs of maternal and 
child health services, services for crippled children and child welfare 
services was last changed in 1950. 

Since 1950 because of the steady increase in the number of births, 
more and more children require these specialized services. 

The cost of providing these services has markedly increased, and 
the demand for trained personnel to provide them has grown accord- 
ingly. 

The obvious and minimal needs for the children with severely dis- 
abling speech and hearing disorders cannot be met under the current 
appropriation limitations and, therefore, the American Speech & 
Hearing Association respectfully urges an increase in the amounts 
authorized to be appropriated for each fiscal year for these programs. 

Thank you, sir. 

The Cuarmman. Are there any questions of Dr. Johnson? 

If not, Dr. Johnson, we thank you, sir, for coming to the committee 
and giving your views. 

Mr. Reid has a question. 

Mr. Rei. Dr. Johnson, do you cover anything beside the two defects 
mentioned ¢ 

Do you cover the eyes? 

Mr. Jounson. No, sir, we do not. 

The Cnarrman. Are there any further questions? 

If not, we thank you, sir. 

That completes the calendar for the day. 

The committee will adjourn, without objection, until tomorrow 
at 10 a.m. 

( dogg following letters, with enclosures, were filed with the com- 
mittee. 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 


June 13, 1958. 


Hon. Witsur MILLS, 
Chairman, House Committee on Ways and Means, 
House Office Building, Washington, D.C. 
DEAR CONGRESSMAN MILLS: I have learned from my good friend, Dr. Martha 
Eliot, of your decision to devote part of your very valuable social security hearing 
time to Representative Eugene McCarthy’s bill, H. R. 12834, to raise the statutary 
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limit on maternal and child health, crippled children, and child welfare grants- 

in-aid programs of the Children’s Bureau. As the sponsor of the identical legis- 

oe in the Senate which is dependent on your action, I am delighted at your 
ecision. 

Because you will hear from experts, much more qualified than I, I shall not 
cite the many reasons for enactment of this long-overdue legislation. However, 
I am enclosing copies of my remarks when I introduced S. 3504 and §8. 3925, 
which may be of interest to you. 

With best wishes, I am, 

Sincerely, 
RicHArD L. NEUBERGER, 
United States Senator. 


{From the Congressional Record, March 17, 1958] 
INCREASED FUNDS FoR MATERNAL HEALTH AND CHILD HEALTH 


Mr. NEUBERGER. Mr. President, in November of 1957 the Association of State 
and Territorial Health Officers recommended, in one of their formal resolu- 
tions, that Congress raise the statutory ceiling on maternal and child health 
and crippled children funds to $25 million for each fiscal year, from $16.5 million 
and $15 million, respectively. 

The recommendations, Mr. President, were based on a detailed analysis of 
the job ahead and of the financial problems faced by the States which partici- 
pate in this vital Federal-State grant-in-aid program. Basic among the problems 
of all States and affecting both the MCH and CC programs are increases in costs, 
the increase in child population, and the need for trained personnel. 

While the Bureau of Census reports that, between 1955 and 1965, the number 
of children under 18 years of age will increase by 21 percent and reach a total 
of 67 million, the cost of public-health personnel continues to rise. Between 
1947 and 1953 the salaries of public-health nurses increased on an average of 
74 percent. In addition to the cost of those who are already trained, States 
report that they require more personnel and more opportunities to provide grad- 
uate training in various aspects of the MCH and CC programs. The recom- 
mended increase in the Federal grants would allow the States to develop these 
long-range goals. 

It is most urgent, Mr. President, that more Federal funds be made available 
to these child-health programs. I have learned from a highly respected and 
qualified authority in this field, my good friend, Dr. Martha M. Eliot, chairman 
of the Department of Maternal and Child Health, Harvard University, that 
at the present time there are many children whose operative care must be de- 
layed because of a lack of funds in State agencies. Likewise, many States are 
not able to do needed work for children with rheumatic heart disease, for 
children who are deaf and require hearing aids, and for children with cleft pal- 
ate. According to Dr. Eliot, one of the newest and most appealing programs 
which is limited by a lack of funds is the provision of artificial arms and legs 
for children who either have been born without an arm or leg or have been 
injured in accidents. Amazing advances have been made in the manufacture of 
small-sized arms and legs for infants as small as 18 months of age. Yet, be- 
cause of a shortage of funds, many children are still awaiting the opportunity 
to lead the normal life which these advances permit. 

Mr. President, a nation which spends over $40 billion a year for defense cannot 
afford, on either a humanitarian or a practical basis, to allow a resource as 
priceless as the health of its children to go without the best possible medical 
treatment. Therefore, I am proud to introduce, for appropriate reference, a bill 
which would raise the statutory ceiling on maternal-health and crippled-children 
funds to $25 million. I request that the bill appear in the Record along with my 
remarks. 

The ACTING PRESIDENT pro tempore. The bill will be received and appropriately 
referred; and, without objection, the bill will be printed in the Record. 

The bill (S. 3504) to increase the amounts authorized to be appropriated 
for each fiscal year for the programs of maternal and child-health services and 
services for crippled children provided for by title V of the Social Security Act, 
introduced by Mr. Neuberger, was received, read twice by its title, referred to 
the Committee on Finance, and ordered to be printed in the Record, as follows: 

“Be it enacted, etc., That (a) section 501 of the Social Security Act is amended 
by striking out ‘for the fiscal year ending June 30, 1951, the sum of $15,000,000, 
and for each fiscal year beginning after June 30, 1951, the sum of $16,500,000’, 
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and inserting in lieu thereof ‘for each fiscal year beginning after June 30, 1958, 
the sum of $25,000,000’. 

“(b) Paragraph (2) of section 502 (a) of such act is amended (1) by striking 
out ‘1951’ and inserting in lieu thereof ‘1958’, and (2) by striking out ‘$8,250,000’ 
wherever it appears therein and inserting in lieu thereof ‘$12,500,000’. 

“(e) The first sentence of subsection (b) of section 502 of such Act is amended 
to read as follows: ‘Out of the sums appropriated pursuant to Section 501 the 
Secretary shall allot to the States (in addition to the allotments made under 
subsection (a)) for each fiscal year beginning after June 30, 1958, the sum of 
‘$12,500,000’. 

“Spo. 2. (a) Section 511 of the Social Security Act is amended by striking out 
‘for the fiscal year ending June 30, 1951, the sum of $12,000,000, and for each 
fiscal year beginning after June 30, 1951, the sum of $15,000,000’, and inserting 
in lieu thereof ‘for each fiscal year beginning after June 30, 1958, the sum of 
$25,000,000". 

“(b) Paragraph (2) of Section 512 (a) of such Act is amended (1) by 
striking out ‘1951’ and inserting in lieu thereof ‘1958’, and (2) by striking out 
‘$7,500,000’ wherever it appears therein and inserting in lieu thereof ‘$12,500,000’. 

“(e) The first sentence of subsection (b) of Section 512 of such Act is amended 
to read as follows: ‘Out of the sums appropriated pursuant to Section 511 the 
Secretary shall allot to the States (in addition to the allotments made under 
subsection (a)) for each fiscal year beginning after June 30, 1958, the sum of 
$12,500,000". 

“Sec. 3. The amendments made by this Act shall be effective with respect to 
fiscal years beginning after June 30, 1958”. 


{From the Congressional Record, May 29, 1958] 
INCREASED FEDERAL SUPPORT FOR CHILD AND MATERNAL WELFARE 


Mr. Neusercer. Mr. President, hardly more than a week ago I spoke on the 
urgent need for consideration of my bill, S. 3504, to raise the statutory limit 
on material and child-health and crippled-children services of the Children’s 
Bureau of $25 million for each fiscal year. At that time I told of a new pro- 
gram for open-heart surgery that gives hope to children with crippled hearts 
which, at the present time, is languishing because of a lack of funds. Today I 
am calling for Senate action on another program, child-welfare services. This 
is a program of grants-in-aid to State child-welfare agencies which is less easily 
dramatized but is just as vital to the future welfare of our children, and of our 
country. 

The same reasons, Mr. President, which I gave in a Senate speech of March 
17, 1958, as evidence of the need for a statutory increase for maternal and 
child-health and crippled-children activities of the Children’s Bureau also apply 
to their child-welfare services. The increases in costs, in our child population, 
and in the need for trained personnel, affect the administration of a child- 
adoption program just as they do a program for providing artificial arms and 
legs for children. It is the undivided opinion of the many authorities on the 
activities of the Children’s Bureau with whom I have conferred that their three 
children’s programs should move forward together. Welfare services to chil- 
dren are inextricably bound up with health services. 

_It is necessary, in order to assure equal opportunity for the social well-being 
of all children, that there be social services available in all States and counties. 
However, today we find that only 52 percent of the counties in the United States 
have available the services of a full-time public-service worker. In those 
counties fortunate enough to have these services the average ratio of child- 
welfare workers to child population is 1 worker per 10,000 children. A natural 
result of this pitifully small number of trained personnel has been the develop- 
ment of wide gaps in our Nation’s child-welfare services. 

Our courts are finding themselves without the services of welfare workers in 
divorce and other cases involving the custody and support of minor children. 
Often when dealing with situations involving the desertion and neglect of 
minors the court must turn to lay people without proper training for advice. 
Another typical problem of the States is the strengthening and improvement 
of adoption services. Babies are being sold in the black market for profit at 
the same time that State and county adoption agencies are being criticized 
for not meeting couples’ requests for children to adopt. In order to wipe out 
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the black-market sale of children, help must be provided to the State agencies 
in planning for the welfare of children who presently are being sold to the 
highest bidder. If more Federal funds were authorized for these child-welfare 
programs, and for the many other child-welfare activities in need of financial 
aid which time does not allow me to mention, not only could additional trained 
workers be supported, but also more State and local funds would be drawn 
out by the incentive of increased Federal support. 

Mr. President, since the introduction of 8S. 3504 several Members have indi- 
cated their willingness to assist me any way possible in my endeavor to increase 
the statutory limit for maternal and child-health and crippled-children services, 
Today, some of them are joining with me in the introduction of a bill to raise 
the statutory limit for child-welfare services as an indication of not only their 
support of this particular activity, but also, for the other two programs of 
the Children’s Bureau which are included in S. 3504. Therefore, I am especially 
proud to introduce a bill which would raise the statutory limit on child-welfare 
services to $25 million. I ask unanimous consent that the bill be printed in 
the Record as a part of my remarks. 

The Vice PrREsIpDENT. The bill will be received and appropriately referred; 
and, without objection, the bill will be printed in the Record. 

The bill (S. 3925) to increase the amount authorized to be appropriated for 
each fiscal year for the programs of child welfare services provided for by 
title V of the Social Security Act, introduced by Mr. Neuberger (for himself 
and other Senators), was received, read twice by its title, referred to the Com- 
mittee on Finance, and ordered to be printed in the Record, as follows: 

“Be it enacted, etc., That the first sentence of subsection (a) of section 521 
of the Social Security Act is amended by striking out ‘for each fiscal year, 
beginning with the fiscal year ending June 30, 1958, the sum of $12,000,000’, 
and inserting in lieu thereof ‘for each fiscal year beginning after June 30, 1958, 
the sum of $25,000,000.’ 

“Src. 2. The amendments made by this Act shall be effective with respect to 
fiscal years beginning after June 30, 1958.” 


House OF REPRESENTATIVES, 
Washington, D. C., June 18, 1958. 
Hon. WiieurR MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: There is enclosed herewith copy of H. R. 12914, 
which I introduced on June 12. Also, for convenience and timesaving, there is 
enclosed copy of statement which I made in connection with the proposal, which 
outlines in detail its objective and purpose. It will be appreciated if you will 
be good enough to have the statement enclosed herewith, together with this 
letter, incorporated in your hearings on the subject matter. 

I am sure that you will recall that your committee, in reporting the social- 
security amendments bill in 1956, treated these disabled children uniformly. 
In other words, there was no line of demarcation with respect to eligibility 
requirements insofar as age is concerned. 

It is my notion that you and your committee will feel that this proposition 
is meritorious and that you will incorporate it in the omnibus bill that you may 
determine to support—or, report it favorably and specially. 

In my contact with the Social Security Board, I was advised that they were 
considering offering a similar amendment and that in any event they would not 
oppose this change in existing law. 

Because of the voluminous number of bills that you intend to consider, as 
well as the number of witnesses that you have scheduled to be heard, I thought 
that this means of advancing to you my suggestion would be the most convenient 
for you. I know that you will extend this communication the same courteous 
and efficient consideration that you would if I appeared personally. This 
method of communication in no way indicates any less interest than that which 
my personal appearance might evidence. 

Thanking you for your cooperation and courtesy, 

Sincerely, 
JOHN. 
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[From the Congressional Record of June 12, 1958], 


ELIMINATION OF DISCRIMINATORY DEPENDENCY TEST FOR DISABLED CHILD’S 
SocraL-SEcURITY BENEFIT—EXTENSION OF REMARKS OF HON. JOHN C. WATTS, OF 
KENTUCKY, IN THE HOUSE OF REPRESENTATIVES, THURSDAY, JUNE 12, 1958 


Mr. Watts. Mr. Speaker, I am introducing a bill today which will amend the 
Social Security Act so as to eliminate the discriminatory and highly unwar- 
ranted special dependency test for children over the age of 18 who would draw 
benefits on the basis of their permanent and total disability. I believe that few 
of us in the House in 1956 realized that the Senate, in amending our bill 
authorizing benefits for disabled children 18 and over, had imposed a harsher 
standard of dependency than that which existed, and exists today, for children 
under 18. No reason for this distinction appears in the legislative history of the 
1956 amendments, and no reference to the Senate change appeared in the con- 
ference report. 

It is my sincere conviction that the continuation of this double standard 
cannot be justified. Moreover, its elimination would be a negligible cost factor 
to the old-age and survivors insurance system. 

We in America have good reason to be proud of our social-security pro- 
gram. Our system of benefits based on the family unit has made a unique con- 
tribution to the growth of social-insurance legislation throughout the world. 
Since this concept was first established by the Social Security Amendments of 
1939, retirement benefits have been extended to the wage earner’s wife and 
children, and survivor benefits to his widow, children, and dependent parents. 

In 1956 Congress extended this concept of family protection, for we realized 
that, by limiting the child benefits to individuals below the age of 18, the law 
ignored many situations where parental responsibilities extended far beyond 
this age. Congress was well aware of the tragic cases of children who, because 
of mental deficiency, never grow up or who require constant and expensive care 
because of some severe physical disability. 

The action we took in 1956 was with the highest humanitarian motives. It 
recognized that older afflicted children of any age are often more dependent upon 
their parents than are children in their early teens. Thus, it was a distinct 
shocks to me when a constituent in my district wrote of the difficulties he was 
having in getting a benefit for his permanently and totally disabled brother on 
the basis of their deceased father’s wage record. The social security people 
maintained that the disabled brother could not be paid such a benefit under the 
1956 amendments since the law stated that, to be eligible, he must have received 
one-half of his support from his father at the time of his father’s death. Inas- 
much as the father was retired at this time and receiving a social security bene- 
fit of only $56.20 a month, while a daughter in the household was bringing in 
$185 a month, the social-security people concluded that the father was not pro- 
viding one-half of the support of his son. Is it reasonable, I ask you, or for that 
matter is it possible, for a retired worker to contribute one-half of the support 
of a disabled child on the sum of $56.20 per month? This disparity of treat- 
ment is further pointed up by the fact that if the same father had a son under 
18, he would have been entitled to a benefit because his dependency would have 
been presumed by the fact that he was living with his father. 

The brother of the disabled child has written me, with considerable discern- 
ment, that while it might be the letter of the law it’s hard to believe that such 
an interpretation was intended. I could hardly agree more heartily; when the 
provision for paying benefits for disabled children passed the House in 1955, 
there was no difference in the definition of dependency for children under 18 
and those who were under a disability. I can see no justification for this dis- 
tinction today, particularly when there is a safeguard requirement in the law 
that the child must have been disabled before the age of 18. 

I hope the Ways and Means Committee will give early consideration to this 
matter in the name of justice and simple equity. 
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[H. R. 12914, 85th Cong., 2d sess.] 


A BILL To amend title II of the Social Security Act to eliminate the special dependenc 
test for disabled children over eighteen, so that the dependency status required of sack 


ehildren for benefit purposes will be the same as that required of children under 
eighteen 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) paragraphs (3), (4), and (5) of 
section 202 (d) of the Social Security Act are each amended by striking out 
“who has not attained the age of eighteen”. 

(b) Paragraph (6) of such section 202 (d) is repealed. 

(¢) Paragraph (1) of section 202 (h) of such Act is amended by striking out 
“subsection (d) (6)” and inserting in lieu thereof “subsection (d) (3), (4), 
or (5)”. 

Sec. 2. The amendments made by the first section of this Act shall apply only 
with respect to monthly insurance benefits under title II of the Social Security 
Act for months after the month in which this Act is enacted. 


HOUSE OF REPRESENTATIVES, 
Washington, D. C., June 25, 1958. 
Hon. Wirzour D. MIL13s, 
Chairman, House Ways and Means Committee, 
New House Office Building, Washington, D. C. 


DEAR COLLEAGUE: I have received the enclosed resolution covering one of 
the aspects of social security legislation presently under consideration by your 
committee. I believe that this communication should be brought to the atten- 
tion of the committee members. 

It will be appreciated if you will include the statement from the North 
Dakota State Health Council as a part of your hearings covering maternal, 
child health, and crippled children services. 

With kindest personal regards, 

Sincerely yours, 
OTTO KRUEGER, 
Member of Congress. 


NorkTH DAKOTA STATE DEPARTMENT OF HEALTH, 
Bismarck, June 28, 1958. 

S. 3504 and H. R. 12834 propose to raise the statutory ceiling for maternal and 
child health and crippled children funds to $25 million each ; and 

Whereas there is need for expansion ' of present services to promote the health 
of mothers and children; that scientific developments have increased the preven- 
tion, education, and service workloads; that further scientific advancements are 
necessary in caring for the problems of the adolescent, the unwed mother, the 
mentally retarded and the chronic diseased ; and 

Whereas scientific studies are imperative to learn the areas of need in dental 
eare, maternal and perinatal loss, school health services; and 

Whereas population increase with scientific progress entails more and better 
trained public health workers; and 

Whereas these funds are used to support essential local health services as 
reviewed above: Be it 

Resolved, That the State Health Council of the North Dakota Department 
of Health, in meeting June 23, 1958, unanimously urged support for the passage 
of 8S. 3504 and H. R. 12834. 

Respectfully submitted. 

Mrs. FLORENCE Scort, 
Chairman, North Dakota State Health Council. 


(Whereupon, at 4:15 p. m., the hearing was recessed, to reconvene 
at 10 a.m. Tuesday, June 17, 1958.) 
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TUESDAY, JUNE 17, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 


The committee met at 10:05 a. m., pursuant to recess, in the com- 
mittee room, New House Office Building, Hon. Wilbur D. Mills 
(chairman) presiding. 

The Cuarrman. The committee will please come to order. 

Our first witness this morning is the Honorable William E. Prox- 
mire, a Member of the United States Senate. Is Senator Proxmire 
present ¢ 

(No response. ) 

The Cuamman. Our next witness is Dr. Martha Eliot. Dr. Eliot, 
please come forward. 

Dr. Exror. Mr. Chairman, may I invite the other members of the 
group to sit around the table with us? 

The Cuamman. You may do so. Before we begin will you and 
the other members of your group identify yourselves for the record 
by giving your name, address, and capacity in which you appear? 

Dr. Hupson. I am Floyd I. Hudson, executive secretary, Delaware 
State Board of Health; chairman of the committee on maternal and 
child health of the Association of State and Territorial Health Of- 
ficers, 

Dr. Exior. I am Dr, Martha E. Eliot, representing the American 
Parents Committee. 

Mrs. Rapur. I am Mrs. Richard Radue, chairman of the Washing- 
ton legislation committee of the National Congress of Parents and 
Teachers, the PTA. 

Dr. Varco. Iam Richard L. Varco, professor of surgery, University 
of Minnesota. 

Dr. Harper. I am Dr, Paul Harper, professor of public health ad- 
ministration and director of maternal and child health program, 
School of Hygiene and Public Health, Johns Hopkins University. 

The Cuatrman. Dr. Eliot, you have listed Mrs, Boggs. Is she not 
to be present with you? 

Mrs. Rapuge. We expect her momently. 

The CuatrmMan. Will you be the first witness, Dr. Eliot ? 

Dr. Extor. I will. Thank you, Mr. Chairman. 
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STATEMENTS OF DR. MARTHA E. ELIOT, HEAD, DEPARTMENT OF 
MATERIALS AND CHILD HEALTH, SCHOOL OF MEDICINE, HAR- 
VARD UNIVERSITY, AND VICE PRESIDENT, AMERICAN PARENTS 
COMMITTEE, INC.; DR. FLOYD I. HUDSON, EXECUTIVE SECRE- 
TARY, DELAWARE STATE BOARD OF HEALTH, CHAIRMAN OF 
THE COMMITTEE ON MATERNAL AND CHILD HEALTH OF THE 
ASSOCIATION OF STATE AND TERRITORIAL HEALTH OFFICERS; 
DR. RICHARD L. VARCO, HEART SURGEON, UNIVERSITY OF 
MINNESOTA MEDICAL SCHOOL; MRS. RICHARD J. BERNHARD, 
PRESIDENT, CHILD WELFARE LEAGUE OF AMERICA; MRS. 
ELIZABETH M. BOGGS, VICE PRESIDENT, NATIONAL ASSOCIATION 
OF RETARDED CHILDREN; MRS. ALICE RADUE, NATIONAL CON- 
GRESS OF PARENTS AND TEACHERS; AND DR. PAUL A. HARPER, 
PROFESSOR OF PUBLIC HEALTH ADMINISTRATION, AND DIREC- 
TOR OF MATERNAL AND CHILD HEALTH PROGRAM, SCHOOL OF 
HYGIENE AND PUBLIC HEALTH, JOHNS HOPKINS UNIVERSITY 


Dr. Exror. May I say that I am most happy to be here once again 
to testify before your committee at this time with respect to the possi- 
bility of raising the statutory ceilings for the maternal and child health 
crippled children’s, and child welfare programs that are in title V o 
the Social Security Act. 

My colleagues on this panel of witnesses represent only a few of the 
many professional and citizens organizations and individuals who 
have given support to these programs for the last 20 years, since the 
Social Security Act was passed. 

You have heard from 1 or 2, and you will hear from a few other 
witnesses at a later time in your hearings. 

We are appearing to request that the provisions of H. R. 12834 and 
H. R. 12871 be incorporated in any bill which your committee prepares 
to amend the Social Security Act at this session of Congress. These 
bills propose to raise the amounts authorized for appropriation, for the 
maternal and child health from $16.5 million to $25 million, for crip- 
pled children from $15 million to $25 million, and for child welfare 
from $12 million to $25 million. 

The need to act now is very great because of a shortage of funds to 
meet the costs of care of crippled, mentally retarded, and other handi- 
capped children whose care is being denied or dangerously delayed for 
this reason. 

Federal appropriations for the maternal and child health and crip- 
= children’s programs are now at the ceilings. More funds cannot 

appropriated until the Congress raises these ceilings. 

It should be noted that the States and localities have increased their 
funds for these programs proportionately more than the Federal funds 
have been increased. 

The last increase in the amounts authorized for the 2 health pro- 
grams was made by the Congress in 1950, 8 years ago. In 1956 thevs 
was a small increase authorized for the child welfare services. 

Several factors combine at this time to produce this urgent need for 
increased funds for all three of these programs. 
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May I just list these briefly and ask that the full statement that I 
have be submitted for the record. 

The Cuamman. Without objection, your full statement will be in- 
cluded in the record. 

Dr. Exzor. Thank you, Mr. Chairman. 

(1) There has been an unprecedented increase in the child popula- 
tion under 18 years of age sit 47 million in 1950 to 59 million in 
1957—26 percent in 8 years. By 1965, the Bureau of the Census esti- 
mates, there will be 70 million in this age group—an additional 17 
percent in the next 7 years. 

(2) The costs of care and services have mounted very rapidly. 
Hospital costs have increased from an average $17 a day in 1950 to 
$25 in 1956, or 47 percent. 

This alone means that much more money is required. 

Salaries for medical officers in State health departments have gone 
up 63 percent; salaries for public health nurses—74 percent; salaries 
for child welfare workers—33 percent. 

(3) Recent developments in techniques and measures in medical 
and surgical care and in rehabilitation of handicapped children have 
opened the way to restore to wholly normal life or to a life of self- 
support and satisfactory usefulness, children who have until now 
been considered hopelessly crippled or with but a few years to live. 

(4) The very high individual cost of certain kinds of such care 
must be met. 

This includes things such as the recently developed open-heart 
surgery; fitting prosthetic devices to little children and the years of 
training peers learning to use the devices effectively ; provision 
of hearing aids for young children and followup over many years; 
treatment of emotionally disturbed children; care and training of 
mentally retarded children. 

Nore: These costs may be as high as $2,000 to $3,000 or more for 1 
child—amounts that are prohibitive for many, if not most, families. 

(5) The continuing great inequality in the geographic distribution 
of the basic preventive and treatment services for children, and the 
special lifesaving and restorative procedures which are available only 
in selected metropolitan centers. 

This inequality will be overcome only by the addition of many 
more qualified professional workers in local communities and by in- 
creasing special facilities and services in States or in regional centers 
to serve children from many States. 

(6) An increase in infant mortality—deaths under 1 year—oc- 
curred in 1957—reported by the National Office of Vital Statistics. 
This is the first such increase in 21 years. 

The other point with regard to infant mortality I want to bring 
out is that perinatal mortality of babies before birth, at birth, or after 
birth is the fourth highest cause of death in our country. These facts 
taken together indicate that we really have to give increased attention 
to infant care and maternal care and be very vigilant about providing 
this service. 

Lastly, the unprecedented increase in juvenile delinquency makes 
it most urgent that both the child welfare and child health programs 
be given added Federal funds and State resources to bolster the pre- 
ventive social and mental health services that should be a part of all 
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the community activities made possible under the provisions of title V 
of the Social Security Act. 

These are in essence some of the reasons why I believe that the 
ceilings on Federal funds must be raised now. There are, indeed, 
many children who are not benefiting from the kind of help we know 
how to give but are not giving because of lack of funds. 

Lastly, may I suggest that the committee may wish to follow the 
plan used in 1950 when the increase in authorization was spread 
over 2 years—that is to spread the increase over 1 year. 

I would suggest, for instance, that one-third of the increase might 
be provided in 1959, two-thirds in 1960, and perhaps the full amount 
in 1961. 

This would spread the increased cost over a period of time. 

(Statement referred to follows :) 


STATEMENT BY Dr. MArTHA M. ELIoT, PROFESSOR OF MATERNAL AND CHILD 
HEALTH, HARVARD SCHOOL OF PUBLIC HEALTH, AND VICE CHAIRMAN, AMERICAN 
PARENTS COMMITTEE 


Mr. Chairman, I am happy to appear before this committee to speak briefly 
in favor of raising the statutory ceilings for the grants-in-aid for the maternal 
and child health, crippled children’s, and child welfare programs provided for 
in title V of that act. 

My colleagues on this panel of witnesses represent only a few of the many 
professional and citizens’ organizations and individuals who have given support 
to these programs for many years and who would be here if your time permitted. 
You have heard already from some and others will be heard later. 

We are appearing to request that the provisions of H. R. 12834 and H. R. 
12871 be incorporated in any bill which your committee prepares to amend the 
Social Security Act at this session of Congress. These bills propose to raise 
the amounts authorized for appropriation, for maternal and child health from 
$16.5 million to $25 million, for crippled children from $15 million to $25 million, 
and for child welfare from $12 million to $25 million. 

The need to act now is very great because of a shortage of funds to meet the 
costs of care of crippled, mentally retarded, and other handicapped children 
whose care is being denied or dangerously delayed for this reason. Federal 
appropriations for the maternal and child health and crippled children’s pro- 
grams are now at the ceilings. More funds cannot be appropriated until the 
Congress raises these ceilings. It should be pointed out that the States and 
localities have increased their funds for these programs proportionately more 
than the Federal funds have been increased. 

The last increase in the amounts authorized for the two health programs was 
made by the Congress in 1950, 8 years ago. In 1956 there was a small increase 
authorized for the child-welfare services. 

Several factors combine at this time to produce this urgent need for increased 
funds for all three of these programs: 

(1) There has been an unprecedented increase in the child population under 
18 years of age from 47 million in 1950 to 59 million in 1957 (26 percent in 8 
years). By 1965, the Bureau of the Census estimates, there will be 70 million in 
this age group (an additional 17 percent in the next 7 years). 

(2) The costs of care and services have mounted very rapidly. Hospital costs 
have increased from an average $17 a day in 1950 to $25 in 1956, or 47 percent; 
salaries for medical officers in State health departments have gone up 63 percent; 
salaries for public health nurses, 74 percent; salaries for child welfare workers, 
33 percent. 

(3) Recent developments in techniques and measures in medical and surgical 
eare and in rehabilitation of handicapped children have opened the way to re- 
store to wholly normal life or to a life of self-support and satisfactory useful- 
ness, children who have until now been considered hopelessly crippled or with 
but a few years to live. 

(4) The very high individual cost of certain kinds of such care must be met. 





eV 


the 
ed, 


1OW 


the 
ead 


ght 
unt 


TILD 
CAN 


efly 
‘nal 
for 


any 
rvort 
ted, 


the 
1ise 
(om 
ion, 


the 
ren 
ral 
TO- 
the 
ind 
ore 


vas 
ase 


sed 


der 
n 8 
. in 


sts 
nt ; 
nt; 
rs, 


eal 
re- 
‘ul- 
ith 





SOCIAL-SECURITY LEGISLATION 119 


This includes— 

Open-heart surgery ; . 

Fitting prosthetic devices to child amputees and the years of training re- 
quired for learning to use the devices effectively ; 

Provision of hearing aids for young children and followup over many years ; 

Treatment of emotionally disturbed children ; and 

Care and training of mentally retarded children. 

Nore.—These costs may be as high as $2,000 to $3,000 or more for 1 child, 
amounts that are prohibitive for many, if not most, families. 

(5) The continuing great inequality in the geographic distribution of the basic 
preventive and treatment services for children, and the special life saving and 
restorative procedures which are available only in selected metropolitan centers. 

This inequality will be overcome only by the addition of many more qualified 
professional workers in local communities and by increasing special facilities and 
services in States or in regional centers to serve children from many States. 

(6) An inerease in infant mortality (deaths under 1 year) occurred in 1957 
(reported by the National Office of Vital Statistics). This is the first such in- 
crease in 21 years. 

(7) The unprecedented increase in juvenile delinquency makes it most urgent 
that both the child welfare and child health programs be given added Federal 
funds and State resources to bolster the preventive social and mental health 
services that should be a part of all the community activities made possible 
under the provisions of title V of the Social Security Act. 

These are in essence some of the reasons why I believe that the ceilings on 
Federal funds must be raised now. There are, indeed, many children who are 
not benefiting from the kind of help we know how to give but are not giving 
because of lack of funds. 

Lastly, may I suggest that the«committee may wish to foliow the plan used 
in 1950 when the increase in authorization was spread over 2 years. 


Dr. Extor. The first member of the panel to speak to you is Dr. 
Floyd Hudson who is the executive secretary of the Delaware State 
Department of Health. He is here representing the State and Terri- 
torial health officers of this country. 

Dr. Hudson. 

The Cuatrman. Dr. Hudson, you are recognized, sir. 

Dr. Hupson. Mr. Chairman, I would like to deliver to you a letter 
from our honorable president, Dr. Hilleboe, who is the commissioner 
of health of the State of New York. 

I would like to ask that the contents of this letter be entered into 
the record. 

The CHatmrman. Without objection, it will be entered into the 
record. 

(The letter referred to follows :) 

THE ASSOCIATION OF STATE AND TERRITORIAL HEALTH OFFICERS, 
Albany, N. Y., June 18, 1958. 
Hon. WILBuRr MILLS, 


Chairman, House Ways and Means Committee, 
New House Office Building, Washington, D. 0. 


Dear Mr. Mitts: As president of the Association of State and Territorial 
Health Officers, I wish to express my wholehearted support of H. R. 12834 
whose purpose is to raise the statutory ceilings for maternal and child health, 
crippled children and child welfare services under title V of the Social Security 
Act. 

I have asked Dr. Floyd Hudson, the health officer of the State of Delaware, 
who is chairman of our committee on maternal and child health to speak for 
the association at this hearing on June 17, 1958 in Washington, D. C. 

Sincerely yours, 


HERMAN FE. HILiesor, M. D., President. 


_ Dr. Hupson. The health officers of the various States and Territories 
in this country have recognized the importance of Federal grant funds 
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for promoting, extending, and improving maternal and child health 
and crippled children’s programs in their respective jurisdictions. 

Good reductions in the number of infant deaths and maternal deaths 
over the past two decades have occurred to the benefit of all the citizens 
in this country. However, the need has not yet been fully met. We 
have not achieved perfection. 

The members of the Association of State and Territorial Health 
Officers at their annual meeting in November 1957, considering the 
needs which are yet unmet, recommended the following by resolution : 

Raising of statutory limit on Federal MCH and CC funds, that the association 
request the Congress to raise the statutory ceiling on MCH and CC funds to $25 
million each and to appropriate additional funds to the Children’s Bureau for 
grant-in-aid allocation to the States. 

May I state that this resolution has the support of all the State 
and Territorial health officers. In our meeting there was not a dis- 
senting vote. The reasons in justification for this recommendation 
are basically as follows: 

Since the inception of the MCH and CC programs under title V of 
the Social Security Act, State and local funds spent for the same 
purposes have increased immeasurably until at the present time such 
State and local funds comprise approximately three-fourths of all 
funds spent. 

Thus it is shown that Federal funds have a stimulating effect on 
better provision of funds at State and local levels. 

This is demonstrated by the following table: 


[Dollars in millions] 





Year 1940 Year 1958 
Bis Ws . ty SN fase be & 5 ek bie Be 
| Federal State and Federal State and 
Total | funds | localfunds | ‘Total | funds local funds 
| expendi- pc Rests - ee . expendi- 18 2 
tures tures | 
| Amount | Per- | Amount | Per- | Amount | Per- | Amount | Per- 
| cent | cent | | | cent | cent 
j | | | | 
MCH...... $11.5 | $5. 5 | 48 $6. 0 52 | $70 | $16. 5 | 24 | $53. 5 76 
ites 9.3 | 3.7] 40] 5.6) 60 54 | 15.0| 2] 390] 72 
| | | 









The vast growth of our population would in itself Siiiter ample 
justification for the increase as recommended. However, we are aware 
of several fields of endeavor in which we could make wise applica- 
tion of new knowledge for the benefit of our children. 

Modern research is constantly providing us with new methods and 
means for bettering maternal and child health. 

I would also like to add that Federal grant funds assist the States 
in reaching an increasing number of children who suffer from the 
more difficult problems. 

By this I refer to the prevention and care of prematurity in infants, 
which is our largest cause of infant and prenatal deaths, the compli- 

cations of pregnancy, and particularly to severely crippled children. 

Special projects that will provide new methods for reaching seri- 
ously handicapped children, the cost of whose care is great, can result 
only when there is a Federal-State partnership to provide the ways 
and means. 
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The Federal Government is spending quite large sums for medical 
and other types of scientific research which have to do with health. 
The results of this research and new knowledge should be made avail- 
able to children and expectant mothers as rapidly as it can be put to 


work. 

Federal funds—and particularly the B fund project—have been 
most valuable in opening the way for pilot projects to find methods 
of putting these new facts to work. 

I would also like to present a statement from the Association of 
State Maternal and Child Health and Crippled Children Directors, 
which was given to me by the president of that orgarization, Dr. Louis 
Spekter. 

I am liaison agent between the State and Territorial health officers 
and this organization. 

I would like to have this statement entered into the record. 

The CHarrMan. Without objection, that will be included in the 


record also. 
(The statement referred to follows :) 


STATEMENT BY THE ASSOCIATION OF STATE MATERNAL AND CHILD HEALTH AND 
CRIPPLED CHILDREN DIRECTORS ON BEHALF OF H. R. 12834 


The Association of State Maternal and Child Health and Crippled Children 
Directors is composed of State public health officials responsible to their re- 
spective State health officers or other State officials for the administration of 
maternal and child health and crippled children’s services in the United States 
and in its Territories. 

Thus, the members of this organization are concerned with health services 
for mothers and children. They are keenly aware of the importance of public 
health programs for this group of our population, and the need for additional 
financial support not only to maintain the present level of services but also to 
lend support to those advances in medical sciences that promote health, prevent 
illness and cure or rehabilitate crippled children. 

1. Our population is getting younger faster than it is getting older. There 
has been a great increase in births over the past few years. In 1940, 8 percent 
of the population was under 5 years of age; in 1955, it had arisen to 11.1 per- 
cent. More than one-third of our citizens are under 21 years of age. It is 
during the first 20 years that physical growth and personality formation are 
taking place. It is during this period that special care ought to be taken to 
promote the health of children and to correct defects as early as they can be 
discovered. 

2. The cost of services has increased so that it is difficult to maintain even 
the present level of services with the same Federal appropriations. 

3. The many medical, technological and social advances have pointed up the 
need for expansion of certain present services and for planning new services 
on behalf of mothers and children. A few of these are listed here: 


MATERNAL AND CHILD HEALTH 


The number of deaths occurring during the 4- to 5-month period extending 
from the middle of pregnancy to the first week after birth is almost equal to 
the number of lives lost during the subsequent 40-year period. Studies, the 
wider application of existing knowledge, and additional services to prevent this 
loss of life among unborn children and the newborn are urgently needed. 

In spite of the fact that fewer mothers are now dying as a result of childbirth, 
deaths still occur that are preventable. If the national rate of deaths for a 
recent year had been as low as that for the State which had the lowest rate of 
deaths of mothers, 2,400 mothers would have been saved. 

Safe behavior is largely shaped in the home before the age of 6; emphasis 
should be placed on working with mothers who have young children. Illnesses 
and deaths through poisoning and crippling from accidents occur all too fre- 
quently. Public health activities can help prevent accidents in children which 
are now the leading causes of death under 14 years of age. 





122 SOCIAL-SECURITY LEGISLATION 


By putting special efforts into the saving of children’s teeth by recognized 
public-health methods, it is anticipated that some of the chronic illnesses that 
occur, particularly in later life, may be less as a result of diminished dental 
disease. 

More mothers who have young children are working than ever before. There 
is a recognized need to help safeguard the emotional and physical health of 
thousands of these young children who depend for their daily care on others, 
as in day care centers and nursery schools. 

Ninety percent of mentally retarded children live with their families. Fed- 
eral funds of $1 million for special projects for mentally retarded children allo- 
cated to States through the Children’s Bureau have helped some of the States 
make a start in this field. Additional funds are needed to go beyond the limited 
special projects now being developed. The early recognition of children who 
may be so handicapped is important if the parents are to gain early under- 
standing of their child’s potentialities and thus enter cooperatively in planning 
for his future. Training in mental retardation should be made available to 
physicians and other health workers. Adequate diagnostic and training fa- 
cilities for children and counseling for parents are part of the total services in 
mental retardation. 

Physicians, social workers, sociologists and others find there is need to learn 
more about adolescents—the teen-agers whom we hear so much about on the 
front page of our newspapers, with particular reference to juvenile delinquency. 
The adolescent period is a period of rapid growth. Various pressures are put 
upon them by the adolescents themselves, and by the people about them. It is 
a period when they would benefit by help to adjustment to body growth and the 
physical problems peculiar to this period of life, to the social environment, to 
the school. Demonstrations, special projects and services to the adolescents 
should be developed. 

Activities need to be carried on relative to protection of mothers and babies 
from radioactivity. 

Public-health workers adequately trained can give parents the kind of help 
they need in providing their children with the best of physical and emotional 
care. However, additional and improved educational opportunities need to be 
provided for health workers. 

The problem of the unmarried mother and her baby is a large one. Those 
States and cities that have medical and social services for unmarried mothers 
and their babies find that the help they can give is of great value in helping the 
adjustment of the mother and the proper placement of the baby, whether with 
the mother or with adoptive parents. 

Studies of methodology and administration of school health services are nec- 
essary if we are to meet the health needs of this large group of children. 
Demonstrations and projects in school health services should have Federal fi- 
nancial support. The needs in the field of school health services as indicated 
cannot be overemphasized. 

CRIPPLED CHILDREN 


The newer scientific developments regarding the prevention and treatment 
of handicaps in children place upon health and fiscal people a burden of large 
magnitude, for example: 

Newer scientific developments have now made it possible to do open-heart 
surgery. As many as 15 professional people are needed in an operating room 
during srugery. One case of open-heart surgery costs between $2,000 and $2,500. 
Heart surgery is now saving lives of many children, and curing children who 
in the past could have only an alleviating kind of surgery or none at all. 

2arents and physicians are requesting assistance in diagnosis and treatment 
of children with chronic illnesses not now cared for under many State crippled 
children programs, such as children with cystic fibrosis, nephrosis and blood 
diseases. 

Convalescent care for children with chronic illnesses such as rheumatic fever 
and heart disease needs thorough evaluation from the point of view of facilities 
and standards of care. 

There is a large group of children with a syndrome called aphasia. These 
children may hear but not understand what is said to them. They may wish to 
speak and know what they wish to say but can’t express themselves. These chil- 
dren are truly handicapped and services for these children are rare. 

In order to do a better job professional workers in the field of maternal and 
child health and crippled children services need tools and facilities to evaluate 
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what they are not doing. They want to set up continuing evaluation procedures 
in order to make their work more effective. 

The problems are many. Health people are working hard at them. They 
need the tools and resources. Raising the statutory limit for maternal and child 
health funds as provided for in H. R. 12834 would go far in this direction. It is 
recognized that the child welfare provisions of H. R. 12834 would benefit mothers 
and children, including crippled children who are provided services under the 
State maternal and child health and crippled children programs. 

For the Association of State and Territorial Health Officers, I would 
like to urge profound consideration of its recommendation for raisin 
the statutory limit on Federal maternal and child health and cripple 
children’s funds under title V of the Social Security Act. 

All State and Territorial health officers heartily approve this legis- 
lation. 

The Cuarman. Thank you, Dr. Hudson. 

Dr. Extor. Mr. Mills, the next witness that we would like to present 
is an eminent surgeon from the University of Minnesota Medical 
School, Dr. Richard Varco. 

The Cuairman. Dr. Varco, you are recognized, sir. 

Dr. Varco. I am appearing at this time in favor of increasing the 
expenditures for the program for crippled children. The remarks 
I make can be considered under the following headings: 

“What Is the Magnitude of the Problem ?” 

“What Are the Accomplishments in Certain Financial Aspects of 
the First Two Considerations ?” 

The magnitude of the problem has been touched on by Dr. Eliot. 
For some time there have been more than 4 million live births in this 
country. Among this group of children there are approximately 
50,000 individuals born with malformed birth defeat type lesions of 
the heart. 

In 1938 scarcely 1 of these children could be helped, let alone 
cured. During the interval that has elapsed since that time, it has by 
virtue of advances which have been made by medical science been 
possible to cure better than 80 percent. 

As a consequence of that, there are thousands of these children each 
year who could be assisted if all opportunities were made available to 
them. 

One way of looking at the problem is to consider the fate of these 
children if they are not operated upon. This has been gone into in a 
limited sense by a survey made in Colorado, a group there using rather 
relatively simple techniques. 

Certainly this is not the finest sieve that could be applied to the 
problem. But they found that in the preschool age children there 
were some fifteen sls cases per thousand children. In those examined 
at the sixth grade there were three plus per thousand. 

I think the disturbing feature of this is not the lack of diagnostic 
precision in examining children in the sixth grade, but rather the 
appalling fact that 12 children per thousand, 1 percent, if you will, 
were not around to be examined, or to mangle the phrase “The future 
for these children was not in front of them.” 

As a consequence of this, one can predict that every year there are 
thousands of children who are dying. An appalling attrition exists in 
this particular group of children since as I have already indicated at 

lease 80 percent of them can now be cured. 
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The reasons for this are multiple, but one of the important factors 
has been the advance which has been made in open heart surgery. As 
a matter of fact, probably the most common defect of the heart type 
that I am referring to is an opening, an abnormal opening between 
the two major chambers of the heart. This alone or in combination 
is the most common and probably the most lethal birth defect that is 
now curable. 

On the other hand, if these children are operated upon, we have 
every reason to believe once they have recovered from this surgery that 
they can have a perfectly normal life expectancy. 

I have said a little bit now about the magnitude of the problem and 
touched slightly upon the accomplishments. 

Now to hint at the financial aspects of the problem that are closest 
to the problem as I see them. 

Allocations are made to various States. Among these regional 
centers is included Minnesota, which has been designated for the care 
of this and other forms of congenital heart disease. 

Having been nominated and having received this allocation, the 
funds available to the State of Minnesota for a year were exhausted 
within 6 months. This meant that those children who had been re- 
ferred to this institution in anticipation of an operation and the hope 
that a normal life would follow, could not be accepted on our schedule. 

I have already pointed out to you the fate of such an individual 
when he is not operated upon. 

It is inevitable, therefore, that any delay of a significant interval 
as well as an indefinite period of procrastination in the case of certain 
of these children is going to lead to a lethal outcome. 

Furthermore, at the pr resent time the amount of expenditure which 
is being made for the management of these individuals is continuing 
at the same level that has been indicated by Dr. Eliot. 

It is inevitable, therefore, that at our hospital unless funds are 
made available there can be no continuation of the program for giving 
the normal life expectancy to these children. 

Thank you. 

The Cuarrman. Thank you, Dr. Varco. 

Dr. Exror. Mr. Chairman, may I add to what Dr. Varco has said 
about the work at his center, a few other facts with respect to the 
problem of care of these children with congenital hearts. 

he Children’s Bureau has established w ith the funds made available 
through the Congress five regional heart centers. Minnesota is one of 
them. 

In 1957, the latest figures that were given to me just last week by 
the Children’s Bureau show that 687 children were given care in 1957. 

Forty eight percent of thees are school-age c hildren ; 35 percent are 
pre-school ; 7 percent are infants under 1 year of age that are operated 
on. Older children over 15 about 11 percent, 

The regional center in Minnesota in 1957 handled nearly two-fifths 
of this group of children. The mortality for the total group as re- 
ported by the States is only 9 percent. This I think is a really re- 
markable accomplishment of these surgeons in these centers. 

The five centers that have been selected at this time are in Cali- 
fornia, Maryland, Minnesota, Texas, and Illinois. In other States 
clinics are beginning to consider the open-heart type of surgery. 
Many other clinics are doing the earlier types of surgery. 
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In 1950, 2,200 children came under operative care for congenital 
defects of the heart. 

In 1956, 8,000 children came under care. But in our opinion there 
is no question that there should be more funds to bring more children 
under care as rapidly as is possible through these various centers. 

The next witness is Mrs. Boggs who represents the National Asso- 
ciation for Retarded Children. 

The Cuarrman. Mrs. Boggs, will you please identify yourself for 
the record by giving us your name. 

Mrs. Boaes. I am Mrs. Elizabeth Boggs and I am vice president 
of the National Association for Retarded Children which I represent 
here. 

I lave submitted to the clerk a full statement which I would be 
happy to have you enter into the record. 

The CuatrrMan. Without objection, the entire statement will be en- 
tered into the record. 

Please proceed, Mrs. Boggs. 

(Statement referred to follows:) 


STATEMENT IN Support or H. R. 12834 


To increase the amounts authorized to be appropriated to the programs of ma- 
ternal and child health services, services for crippled children, and child wel- 
fare services provided for by title V of the Social Security Act 


By Elizabeth M. Boggs, vice president for programs and services, National 
Association for Retarded Children, Inc., New York, N. Y. 


STATEMENT IN SUPPORT OF H. R. 12834 RAISING STATUTORY CEILINGS ON MATERNAL 
AND CHILD HEALTH, CRIPPLED CHILDREN, AND CHILD WELFARE SERVICES PROGRAMS 
OF THE CHILDREN’S RUREAU 


The National Association for Retarded Children welcomes the opportunity to 
associate itself with other national organizations in support of H. R. 12834. 

Although our association was formed in response to a need to create a place 
in the sun for a group of handicapped children whose special needs had long 
been unmet, we would like to establish for the record that, as citizens, and, in 
many cases, as parents of normal children, our 50,000 members have a broad 
concern for the programs designed to assure the health and well-being of all 
children. 

We are aware that until recently the entire maternal and child welfare field 
has been inadequately alerted to the devastating implications of mental re- 
tardation in children and to the role which must be played by health and wel- 
fare agencies and practitioners in prevention and amelioration of this condi- 
tion. We do not desire, however, that progress in this direction however long 
overdue, should be achieved at the expense of other children. If the retarded 
are to get their proper share of the pie without depriving other children, the 
pie must be made larger. 

Retarded children stand to benefit by all three of the programs under dis- 
cussien here today, but in the few minutes allotted I would like to concentrate 
on a single aspect of the Children’s Bureau’s work with the hope that you will 
understand that a similar case could be made in support of other aspects. 

My theme will be “Survival Is Not Enough.” In 1918, as World War I was 
coming to a close, my infant brother died of diphtheria. The epidemic was 
traced to a carrier in a large milk-processing plant. Today deaths from diph- 
theria are relatively rare. This commendable achievement is attributable to 
a combination of factors including basic research in causation, development of 
immunization techniques, public health measures in the food industries, and 
the continuing education of professional personnel in the field, both those in 
private practice and in public health. Research was essential but would have 
availed nothing had the knowledge so developed not been put to actual practical 
use. The role of the Children’s Bureau in this process and its effectiveness in 
lowering the death rates among infants and young children through promotion 
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of knowledge and application of appropriate techniques, needs no elaboration 
from me. 

In 1945 a couple of weeks after the close of World War II, in a large metro- 
politan hospital, our son was born, a fine healthy baby. Ten days later he con- 
tracted a mysterious infection. Thanks to penicillin he did not die. For this, 
we as parents, continue to be grateful. 

My brother’s death and my son’s survival each contribute to the differential 
in infant mortality rates between 1918 and 1945 in which public health people 
take such satisfaction. 

But survival is not the whole story. Our son is now 12 years old; he has a 
sound heart and a healthy appetite but he cannot understand what you say to 
him and he cannot dress himself without assistance. He is a good-looking boy 
but he wears a perennially perplexed expression. His severe mental retarda- 
tion is attributable to that infection back in 1945. 

We hear a lot about the killers but can we really congratulate ourselves if 
we save from death only to condemn to a lifetime of disability? We are all 
aware of the importance of mental illness as a cause of disability in adults. 
What is not realized is the extent of disability among children as a result of 
mental retardation. The national Office of Vital Statistics notes that “the 
mental and neurological diseases, which are not among the leading diagnoses 
in terms of case frequency, may account for more days of disability in the 
younger age group than any other kinds of illness.” An index of the importance 
of mental retardation in this whole picture is given by census figures on insti- 
tutional populations. These show that (as of 1950) there were some 46,000 
children under 20 years of age in institutions for the mentally retarded as 
compared with 11,000 children in the same age bracket who were hospitalized 
with some form of mental iliness and 18,000 who were in homes and residential 
schools for the physically handicapped. Of course, all these represent mostly the 
most urgent cases and constitute but a small fraction of the total number with 
partial or total disability. At least 1%4 million children are believed to suffer 
from some substantial degree of mental retardation. 

The handicap continues into adult life. For many it carries with it con- 
tinuing dependency. It is significant that 2 out of every 3 totally disabled 
dependent surviving children over 18 eligible for social-security benefits under 
the 1956 amendments to title II are mentally retarded, and in most cases 
severely so, although few (10 percent) are in institutions. 

Mental retardation is a symptom as well as a disability. Severe retardation 
is almost always a symptom of neurological impairment which may have heen 
brought on by any one of a number of different prenatal, perinatal or postnatal 
diseases, accidents, or disturbances. Until recently we were rather fatalistic 
about the possibilities for prevention or amelioration of this condition except 
through educative rehabilitation. Important as education continues to be, we 
have just in the last few years begun to uncover very encouraging clues to possi- 
bilities of prevention, not only through general measures designed to improve 
the health of mothers and reduce prematurity, but also through certain specific 
treatments of specific disorders which, if permitted to continue uncorrected will 
lead irreversibly to brain damage, but which, if detected early enough, may 
yield to medical or surgical intervention before such damage has become 
irreparable. 

This new knowledge gained in the research centers of the Nation, in many cases 
with commendable support from the National Institutes of Health, will have 
tragically little effect upon the children born next year or even 5 years hence if 
it is not put to work by obstetricians and pediatricians in the hospitals and 
clinics, and private offices across the country. It is in the hastening of this 
process through the alerting of professional people in the field, through demon- 
strations, institutes, and technical consultations carried on in cooperation with 
the appropriate State agencies, that the maternal and child health services of 
the Children’s Burean can hope, if properly supported, to have in the next 30 
years an impact on severe disability among children comparable to the impact it 
has already had upon the infant mortality rate. 

The Children’s Bureau is currently spending about $1.3 million for grants to 
the States for special demonstration projects on mental retardation under the 
maternal and child health program. If as the result of these efforts only 20 in- 
fants with disorders which would otherwise have gone undetected were to be 
saved each year from a lifetime of dependency, the expenditure could be justi- 
fied on economic grounds alone. 
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Prevention of mental retardation must take place before it oceurs, this is 
to say before birth or in very early childhood. We are fortunate to have a Fed- 
eral agency concerned with maternal and child health and we believe that its 
past record justifies entrusting it with greater responsibilities in the future. To 
this end the raising of the statutory limit on appropriations is a prerequisite. 





SUMMARY OF STATEMENT IN Support or H. R. 12834 


To increase the amounts authorized to be appropriated to the programs of 
maternal and child health services, services for crippled children, and child 
welfare services provided for by title V of the Social Security Act 


By Elizabeth M. Boggs, vice president for programs and services, National 
Association for Retarded Children, Inc., New York, N. Y. 


SUMMARY OF STATEMENT IN SUPPORT OF H. BR. 12834, RAISING STATUTORY CEILINGS 
ON MATERNAL AND CHILD HEALTH, CRIPPLED CHILDREN, AND CHILD WELFARB 
SERVICES PROGRAMS OF THE CHILDREN’S BUREAU 


The National Association for Retarded Children welcomes the opportunity to 
associate itself with other national organizations in support of H. R. 12834. 

We are aware that until recently the entire maternal and child welfare field 
has been inadequately alerted to the devastating implications of mental retarda- 
tion in children and to the role which must be played by health and welfare 
agencies and practitioners in prevention and amelioration of this condition. We 
do not desire, however, that progress in this direction should be achieved at the 
expense of other children. If the retarded are to get their proper share of the 
pie without depriving other children, the pie must be made larger. 

Retarded children stand to benefit by all three of the programs under dis- 
eussion here today. By way of illustration we can consider a single aspect, 
a similar case could be made in support of other aspects. 

The theme will be “Survival is not enough.” In 1918 as World War I was 
coming to a close my infant brother died of diphtheria. The epidemic was traced 
to a carrier in a large milk-processing plant. Today deaths from diphtheria are 
relatively rare. Research was essential but would have availed nothing had the 
knowledge so developed not been put to actual, practical use. The role of the 
Children’s Bureau in the promotion of the knowledge and in encouraging the 
application of appropriate techniques needs no elaboration from me. 

In 1945 a couple of weeks after the close of World War II, in a large metro- 
politan hospital, our son was born, a fine, healthy baby. Ten days later he 
contracted a mysterious infection. Thanks to penicillin, he did not die. 

My brother’s death in 1918 and my son’s survival in 1945 each contribute to 
the differential in infant mortality rates in which public-health people take such 
satisfaction. 

But survival is not the whole story. Our son is now 12 years old; he has a 
sound heart and a healthy appetite, but he cannot understand what you say to 
him and he cannot dress himself without assistance. He is a good-looking boy, 
but he wears a perennially perplexed expression. He will be dependent for the 
rest of his life, which may well be a long one. His severe mental retardation is 
attributable to that infection back in 1945, 

We hear a lot about the killers, but can we really congratulate ourselves if 
we save from death only to condemn to a lifetime of disability? While infant 
mortality has been declining the expressed need for institutional care for se- 
verely retarded, permanently disabled infants and children has been shooting up. 

Mental retardation is a symptom as well as a disability. Severe retardation 
is almost always a symptom of neurological impairment which may have been 
brought on by any one of a number of different prenatal, perinatal, or postnatal 
diseases, accidents, or disturbances. We have just in the last year or so begun 
to uncover very encouraging clues to possibilities of prevention through early 
treatment of certain specific disorders which, if permitted to continue uncorrected, 
will lead irreversibly to brain damage, but which, if detected early enough, may 
yield to medical or surgical intervention before such damage has become 
irreparable. 

The new knowledge will have tragically little affect upon the children born 
next year, or even 5 years hence, if it is not put to work by obstetricians and 
pediatricians in hospitals, clinics, and private offices across the country. It is 
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in the hastening of this process that the maternal and child health services of 
the Children’s Bureau can hope, if properly supported, to have in the next 30 
years an impact on severe disability among children compatible to the impact it 
has already had upon the infant mortality rate. We believe that its past record 
justifies entrusting it with greater responsibilities in the future. To this end 
the raising of the statutory limit on appropriations is a prerequisite. 

Mrs. Boces. Our association has an active membership of 50,000 
people, many of whom are parents of mentally retarded children, 
many others who are not related to those children but who are inter- 
ested in their welfare, and perhaps what is more important in pre- 
venting the severe problem in children yet to be born. 

This is a problem which only recently has been receiving the atten- 
tion to which its magnitude and the devastating character of the 
disability really entitle it. 

We wish to associate ourselves here with the proposition that the 
statutory limitations on the three programs under discussion should 
be raised. 

We wish to point out that we are concerned not only with mentally 
retarded children but with all children and would like to regard our 
problem as part of this larger problem. 

I could speak in support of each of these three programs distinctly, 
but in the time allotted I would like to pick out just one single aspect. 
I think the theme I would like to leave with you is “Survival is not 
enough.” 

Back in 1918 I had an infant brother who died of diphtheria. Very 
few children die of diphtheria today. I think the Children’s Bureau 
has had a lot to do with this fact. 

But in 1945, just as the close of the Second World War, our son was 
born and he was a fine healthy baby when he was born, but shortly 
thereafter he contracted a rather severe infection and as a result of 
this infection is today severely mentally retarded and will be de- 
pendent for life. He hasastrong heart. He does not need open heart 
surgery and he will probably live a long time. 

These two cases point what has happened in the interval. My son 
survived because he received penicillin. We are very proud, and 
justly so, of the decrease, the really fantastic decrease, in infant mor- 
tality which we have seen in the last 30 years. 

But I submit to you that it is not enough to save life. It is im- 
portant also to save the child. It is to this particular aspect that 
the maternal and child health service of the Children’s Bureau is 
addressing itself and can address itself with increasing vigor in the 
future if given appropriate support. 

We are just in the last few years becoming aware of the specific 
ways in which some of the many particular causes of mental retarda- 
tion can be prevented if detected early enough. 

It is in this aspect of early detection where the fruits of research 
can be put to use that we see an important role for the maternal and 
child health service for the Children’s Bureau activities in hastening 
the awareness of the pediatricians and obstetricians of these new 
developments and putting them to use so that children may be saved 
not merely to live but to work and to produce. 

The Children’s Bureau at the present time is spending on special 
demonstration projects in the various States something over a million 
dollars a year for projects dealing with the mentally retarded, vari- 
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ous aspects of the problem of the youngest children, detection, pro- 
fessional education, parent counseling, and so forth. 

It is my estimate that if as a result of these programs only 20 chil- 
dren each year were detected in time to save them from this lifetime 
disability, the economics would be justified, the expenditure of over 
a million dollars would be saved in the course of the lifetime of these 
children. 

I do not think I need to stress the role that the Children’s Bureau 
can play in bringing about this acceleration of prevention and pre- 
ventative activity in relation to disability which is not fatal. 

The CaatrmMan. Thank you, Mrs. Boggs. 

Dr. Exror. Our next witness is Mrs. Richard J. Bernhard, the 
president of the Child Welfare League of America. 

The Cuatmrman. Mrs. Bernhard, you are recognized. 

Mrs. Bernuarp. I am Mrs. Richard J. Bernhard, president of the 
Child Welfare League of America. The league is the national volun- 
tary standard-setting agency in the child welfare field. Its member- 
ship is composed of 240 accredited child welfare agencies operating 
under both public and private auspices, and includes agencies of all 
faiths. 

The league’s board of directors has directed me to urge Congress to 
increase to $25 million each the authorized appropriations for the 
programs of maternal and child health, services to crippled children, 
and child welfare services as provided by title V of the Social Secu- 
rity Act. 

We urge Congress also to extend the provisions of the child welfare 
services program to include urban as well as rural areas. This posi- 
tion has been endorsed by the league’s board but does not necessarily 
represent the views of all our member agencies since they have not 
voted individually on this matter. 

League activity embraces every State in the Nation and is directed 
toward improving standards of service for children throughout the 
country. We are particularly concerned that those aspects of child 
welfare which have been enhanced by Federal grants-in-aid provided 
through the child welfare services program, should be strengthened. 

During the past 23 years, we have observed great advances in both 
private and public programs for children resulting from the demon- 
stration of good services and the training of child welfare personnel 
made possible through the child welfare services program. Of para- 
mount importance is the fact that these grants have stimulated local 
initiative and responsibility. Almost invariably, where Federal funds 
have been used to show how improved services can restore family life, 
treat the troubled child, and protect the child from neglect and abuse, 
local taxpayers and appropriating bodies have responded by estab- 
lishing the demonstrated program on a permanent basis with county 
and State funds. 

Hundreds of specific examples could be cited. For example, in 1935 
in one State less than $200 of local public funds and only $13,500 from 
State funds were being spent for child-welfare services. Stimulated 
by an initially Federal grant of only $11,000, this State expanded to 
its program and now spends $300,000 for child-welfare services. 

Although much progress has been made, today, throughout the 
country there are thousands of children whose lives will be blighted 
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because adequate services are not available for them. These include 
children who with help could be enabled to stay in their own homes, 
were homemaker services available, also there are many neglected 
children who need guidance for protection. Mentally retarded chil- 
dren as a group have been very inadequately served. 

Thousands of emotionally disturbed children are in outmoded cus- 
todial institutions which cannot give them the treatment services 
needed to prevent them from becoming mentally ill or criminal adults. 

Bg: league is currently conducting a nationwide study from which 

e already know there are as many as 20,000 children now in foster 
pe for whom adoption plans should be made. Most of these chil- 
dren have been abandoned by their parents; but additional staff are 
needed by public agencies to obtain their release and place them for 
adoption. Included in this number are older children and children of 
minority groups. These children are costing taxpayers a minimum 
of a thousand dollars a year per child. In other words, in addition to 
denying a child a home of his own, we are unnecessarily spending for 
care $20 million a year. 

Each year thousands of mothers go into the labor force in every 
State. Day-care facilities for the young children of these mothers are 
not only insufficient in number, but many provide harmful care. 

Cities urgently need increased Federal help to demonstrate what 
good child-welfare programs can accomplish. Trained personnel are 
sorely needed. The present authorization of $12 million is grossly 
inadequate to meet these needs. 

When the Social Security Act was passed, rural areas were in great 
need of help from the Federal Government. Today, however, child- 
welfare services in cities are often in more critical shape than those in 
rural areas. The tremendous increase in population in almost all 
cities necessitates giving the urban child as much attention as the 
rural child. While we believe rural areas should continue to be em- 
phasized in these grants, we do urge that discrimination against urban 
areas be ended. To finance better services in urban areas alone re- 
quires that the authorization be doubled. 

We know from experience that the child-welfare-services program 
has strengthened both private and public child-welfare agencies. 
Many staff members in private child-welfare agencies were originally 
trained through Federal] funds. The demonstrations financed by 
child-welfare services have also convinced private agency boards of 
the necessity to improve their programs and to seek private financing 
to accomplish this. Thus the child-welfare-service programs stimu- 
late private initiative as well as public responsibility. 

To protect our country, we require services to give a better way of 
life to children. These services are as important and as essential as 
research for better weapons. 

I would be very glad to file this. The reason I asked to wait is that 
I did not have the other copies, but I will give them to you before the 
end of the session. 

Dr. Error. The next witness is Mrs. Alice Radue, representing the 
National Congress of Parents and Teachers. 

The Cnarrman. Mrs. Radue, you are recognized. 

Mrs. Rapur. I am grateful for the opportunity to put on record 
today my or ganization’ s continuous support of the three grants-in-aid 
administered by the Children’s Bureau, and to urge th: at as the child 
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population of the country surges higher and higher, the authorization 
for these 3 programs for children be raised to $25 million. 

The National Congress of Parents and Teachers, the PTA, is a 
voluntary organization with membership of more than 11 million. It 
is made up of people who are trying to rear their own children as well 
as they can and who are also trying to create in their communities the 
conditions under which all children will flourish. 

We have a long history of partnership with the Children’s Bureau 
and of continuous support of the Children’s Bureau programs. We 
have worked together on many fronts—child labor, juvenile courts, 
and juvenile delinquency, maternal and child health, help for handi- 
capped children. We recognize that not all children have families 
which can give them security, adequate physical care and wise super- 
vision, and we recognize that we have a responsibility toward those 
children. 

We believe that these three grants-in-aid administered by the Chil- 
dren’s Bureau set up a partnership between the States and the Federal 
Government to provide basic services for children, which is one of our 
national objectives. 

We believe that the way these programs have developed proves their 
soundness. In the last 22 years all States have developed programs 
of child health and child welfare services which have been steadily 
extended to be available to children wherever they live. They have 
been helpful, through emphasis on staff training activities, in improv- 
ing the standards and quality of services to children. They have 
helped to equalize among the States the financial burden of providing 
health and welfare services. 

We believe clear evidence of their value to the States is shown by 
the strong State and local financial support. For example, in 1940, 
54 percent of the funds for maternal and child-health services came 
from State and local funds. In 1958, 76 percent came from State and 
local funds and 24 percent from Federal funds. 

For crippled children’s services, total planned expenditures in 1940 
were $9.3 million, of which $5.6 million, or 60 percent came from State 
and local funds. By 1958 the total amount had increased to $54 
million, of which $39 million, or 72 percent, came from State and local 
funds, and $15 million, or 28 percent from Federal funds. 

The picture is similar for child-welfare services. In 1940 State and 
local public-welfare agencies spent an estimated $45 million for these 
services, including $35 million for the support of children in foster 
eare. Of this total, $1.5 million was from Federal funds. 

In 1957 an estimated $159 million was spent for child welfare, includ- 
ing $113 million for foster care, almost all of which came from State 
and local funds. The remaining $46 million was spent for personnel, 
training, and administration, of which $38.7 million, or 84 percent, 
came from State and local funds and $7.3 million, or 16 percent, from 
Federal funds. 

As the number of children in the country increases, and as the costs 
of medical care, and indeed of all services continue to mount, we be- 
lieve that these three programs can continue to grow only if each 
partner increases his efforts. 

It is one of the solid moral achievements of this Nation in this cen- 
tury that Americans believe that all children should grow up under 
the conditions most favorable to their development. 
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But the extent of our success in accomplishing this depends on our 
acknowledgment of the fact that not all children have parents who 
can give them car e, security, a happy home. But we believe that these 
chidldren are our responsibility—and, gentlemen, they are your 
responsibility, too. 

he CuHamman. Thank you, Mrs. Radue. 

Dr. Exror. Mr. Chairman, the last witness in this group is Dr. Paul 
Harper, who is here to represent the American Public Health Associa- 
tion. 

The Cuairman. Dr. Harper, you are recognized, sir. 

Dr. Harrver. I am appearing ‘here to represent the American Public 
Health Association, which comprises approximately 13,000 health offi- 
cers, physicians, nurses, sanitary engineers, and other people concerned 
with health matters in the country. 

I am testifying in favor of the bills introduced into the House, H. R. 
12834 and H. R. 12871, which would raise the ceilings on amounts 
which may be appropriated for maternal and child health and also 
child welfare. 

In order to obtain information as to the need for these increases, I 
wrote letters several weeks ago to the crippled children’s and maternal 
and child health directors in several States, and I have here both full 
testimony and copies of their letters, which, if I might, I would like 
to have included in the record, Mr. Chairman. 

The CuarrmMan. Without objection, that information will be in- 
cluded in the record. 

(Information referred to follows :) 


UNIVERSITY OF ILLINOIS, 
DIVISION OF SERVICES FOR CRIPPLED CHILDREN, 
Springfield, May 5, 1958. 
Paut A. HARPER, M. D., 
Chairman, Committee on Legislation, Maternal and Child Health Section, 
American Public Health Association, Johns Hopkins University, Balti- 
more, Md. 

Dear PAUL: I was very much interested in your letter of April 18 and have 
not answered it largely because I have been on the west coast and have just 
been back at work a week. I know from various sources that Senator Neu- 
berger was introducing Senate bill 3504. I had talked with Martha Eliot 
in February prior to the time that determination about this bill came up, and 
she was hoping at the time that some activity might develop. 

We are very well aware of the. matter to which you relate in your letter 
because the University of Minnesota Cardiac Center has corresponded with us 
about the inability of the center to take further children until the 1st of July 
because of lack of Federal funds. 

We ourselves are also in a fiscal dilemma and have been so for a number 
of years. I might point out that in the fiscal biennium which ended on June 
30, 1957, we had a deficit of approximately a quarter million dollars. This 
represented medical, hospital, and appliance services which we had contracted 
for and carried through prior to that date but did not have money which we 
could use to pay for them. This meant that the appropriation which came into 
being on July 1, 1957, immediately had to be used to the extent of a quarter 
million dollars to pay for care in a previous biennium and, consequently, has 
diminished our current biennial appropriation by that amount. This has been 
a recurring problem with us since we have not been able to obtain additional 
State funds to conduct our program over and above the sum that was ap- 
propriated approximately 8 years ago. In other words our program has had 
to operate under a period with tremendously rising costs with no change in 
appropriation. We have carried on year by year approximately the same 
amount of work, but we have had to use ingenuity in developing other re- 
sources. This has all been to the good, but we are now at the point where 
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our development of new resources is pretty much at an end and our deficits are 
likely to increase. Relief would be given to us, of course, if Senator Neu- 
berger’s bill were to be passed and even part of the additional funds under 
the new ceiling were able to be made available to the States. 
Sincerely yours, 
Hersert R. Koses, M. D., Director. 


COMMONWEALTH OF PENNSYLVANIA, 
DEPARTMENT OF HEALTH, 
Harrisburg, June 6, 1958. 
Pau. A. HARPER, M. D., 
Johns Hopkins University, 
School of Hygiene, Baltimore, Md. 

Dear Dr. Harper: I am writing to you in your capacity as chairman of the 
committee on legislation of the MCH section of the American Public Health As- 
sociation. It is my understanding that you have been asked to testify on a 
bill originating in the House of Representatives which would amend the So- 
cial Security Act and increase the statutory ceilings on funds allocated to the 
Children’s Bureau of the Department of Health, Education, and Welfare for 
grants-in-aid to States for maternal and child health and crippled children’s 
services and for child welfare services. The passage of this bill would pro- 
vide the means for the improvement of health services to children in Penn- 
sylvania. 

The Pennsylvania Department of Health has been expanding its services 
to meet the health needs of the children of the State. However, additional 
funds are needed for the employment of trained personnel and the provision 
of services to children-.we are not able to reach at present. Previous to a few 
months ago, we had only 1 physical therapist in our Department to serve over 
10,000 children given care by our orthopedic program. At present, we have 
three but we need considerably more. We have been able to secure the serv- 
ices of only two social workers. We need more. We require the services 
of audiologists and other specialists if we are to provide a high quality of 
eare to the children of Pennsylvania who are unable to receive service from 
other sources. 

We have developed a very satisfactory program for children with con- 
genital amputations living in the western part of the State and have been 
able to provide them with prosthetic devices and train them in their use. 
There certainly is a need for such a service in the eastern part of the State 
but we have not the funds to initiate it. We know of many children in the 
State who require otological evaluations and hearing aids. We have been able 
to serve some of these children but due to lack of funds, there are many we 
have not reached. There are also handicapped children in other diagnostic 
categories for whom we provide no service. 

These are but a few examples of what the Pennsylvania Department of Health 
could do to improve the health of children in this Commonwealth if more funds 
were available. 

I hope that this information will be of value to you in preparing the material 
which you will present at the hearing. Similar information was sent to both 
Senator Edward Martin and Senator Joseph Clark. 


Very truly yours, 
Cc. L. Wrrsar, Jr., M. D., 
Secretary of Health. 





COMMONWEALTH OF VIRGINIA, 
DEPARTMENT OF HEALTH, 
Richmond, April 29, 1958. 


Dr. Paur A. HARPER, 
Chairman, Committee on Legislation, MCH Section, 
APHA, Johns Hopkins University, Baltimore, Md. 


Dear Dr. Harper: This is a reply to your letter of April 18, 1958. 

Each year the program on hospitalization of medically indigent obstetrical 
patients and infants, less than 1 year of age, is markedly curtailed because of 
insufficient funds. This puts the local health departments in the position of not 
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knowing whether cases may be accepted for hospitalization following the first 
half year. An increase in funds in keeping with Senator Neuberger’s bill would 
be of definite help in this State. 
Sincerely yours, 
L. L. SHAMBURGER, M. D., 
Director, Bureau of Maternal and Child Health. 


STATE OF OHIO, 
DEPARTMENT OF HEALTH, 
Columbus, Ohio, May 8, 1958. 
Pavut A. Harper, M. D., 
Maternal and Child Health Division, 
Public Health Administration Department, 
Johns Hopkins University, School of Hygiene and Public Health, 
Baltimore, Md. 


Dear Dr. Harper: I am sorry about the delay in answering your letter of April 
18 with reference to Senator Neuberger’s bill. The delay was caused by the kind 
of problem which an increase in Federal funds under the maternal and child 
health program might help to overcome, i. e., overall reduction of available State 
funds and, therefore, reshuffling of Federal funds in order to maintain needed 
basic services. 

Offhand, I can immediately think of 4 or 5 different areas of services which 
have been affected by the current economic situation but could be maintained 
should additional funds be available. They are as follows: 

1. Training of professional personnel: Up to the current fiscal year, our de- 
partment has made available a large number of scholarships for all types of pro- 
fessional personnel on the State and local level. This division has furnished 
funds for postgraduate training of nurses in obstetrics and pediatrics, ranging 
from the full year of academic training to short courses in premature-infant care, 
and workshops for hospital and public-health nurses on child growth and devel- 
opment. We have further sponsored special training in audiology at the speech 
department of Ohio State University, and have participated in summer workshops 
and institutes for teachers and nurses on problems of school health services, with 
emphasis on handicapping conditions in children. 

All this has been cut down to a bare minimum in order not to lose liaison with 
our cooperating agencies altogether. 

2. This past January, we had started a special type of evaluation clinic for 
children suspected of severe hearing loss. Once a month, a team of specialists 
sees selected children in a part of our State where specialists’ services are rare 
and where this type of evaluation is badly needed. The team consists of a 
pediatrician, an otologist, a clinical psychologist, a clinical audiologist, and a 
speech pathologist. Each case is discussed in great detail by the entire staff, and 
recommendations are made to the family, the family physician, the local school 
system, or whatever other agency may be involved. This clinic is a cooperative 
venture with one of our State universities and the Ohio Society for Crippled 
Children. As it looks now, it will have to be discontinued after July 1 because 
the expenses for professional personel are too high for our current budget. 

3. For the past 18 months, the department has made available to patients 
penicillin for prophylaxis of recurrence of rheumatic fever. We currently have 
a roster of over 2,600 patients who receive the drug by request of the physician 
on the case. 

This service will have to be greatly curtailed, and we will probably be unable 
to accept any new cases because the expense is mounting and funds simply will 
not be available. There will also be a serious cutback in the distribution of 
biologicals for immunization of children. 

4. Almost 40 percent of all maternal and child health funds coming into the 
State during the past few years have been distributed to local health depart- 
ments for their part in maintaining maternal and child health services. Most 
of this money has gone into salaries for public-health nurses. 

This amount going to the field will be reduced by at least 10 to 15 percent, 
which may mean loss of personnel in some parts of the State. 

I hope that the foregoing information will not reach you too late. There may 
be some doubt with regard to grant-in-aid funds substituting for deficiencies of 
State appropriations, but that would lead us to philosophy of government. As a 
State maternal and child health director, I have some strong feelings about the 
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needs for services and am not in a position to question sources of funds as long 
as services can be maintained. We are currently faced with loss of personnel 
and loss of services for mothers and children. 
Sincerely, 
Maroor D. HARTMANN, M. D., 
Chief, Division of Child Hygiene. 


FLORIDA ORIPPLED CHILDREN’S COMMISSION, 
Tallahassee, Fla., April 24, 1958. 
Pau. A. Harper, M. D., 

Chairman, Committee on Legislation, Maternal and Child Health Section, 
APHA, Johns Hopkins University, School of Hygiene and Public Health, 
Baltimore, Md. 

Deak PAu: Thank you for your letter of April 18, 1958, concerning the pro- 
posed legislation which would raise the ceilings of the Children’s Bureau appro- 
priations for maternal and child health and for crippled children. 

In Florida’s program for crippled children, increases in Federal funds have 
lagged far behind increases in State appropriations. Ten years ago, the State of 
Florida appropriated approximately $2 for every Federal dollar received. The 
ratio is now 5to1. Despite these generous increases in State funds, we are still 
unable to provide services for certain categories of handicapped children, includ- 
ing children with epilepsy and children with speech and hearing impairments. 
We agree with Senator Neuberger’s statement that our Nation cannot afford to 
neglect its most valuable resource. 

If more detailed information is desired, please let me know. 

With kindest personal regards, I am, 

Sincerely yours, 
WituiaM R. Srincer, M. D., M. P. H., 
Director. 


THE OKLAHOMA COMMISSION FOR CRIPPLED CHILDREN, 
Oklahoma City, Okla., May 14, 1958. 
Pau A. Harper, M. D., 
Chairman, Committee on Legislation, 
Maternal and Child Health Section, APHA, 
Johns Hopkins University, Baltimore, Md, 

Dear Dr. HARPER: In answer to your recent letter, there follows a rather con- 
cise statement of our problems. 

In Oklahoma, we are confronted with financial difficulties perhaps more acute 
than in most other States because of the very broad coverage of our program. 
Here, we can legally provide medical care for all children, unmarried and under 
the age of 21, who are suffering from conditions which are amenable to treat- 
ment and whose parents or legal guardians are unable, financially, to provide 
such care. 

There are several areas in which we are unable to meet the needs mostly due 
to inadequate funds: 

Because of budgeting limitations— 

(1) Some 200 eligible cases needing medical attention now on our waiting 
list. 

(2) Each year for the past several years we have had to reject eligible 
children’s applications because of lack of funds. 

(3) Some 750 eligible cases referred to other organizations in an attempt 
to provide care, 

(4) An unknown number of cases need eyeglasses (no estimate of total 
need). 

(5) Services to children with convulsive seizures are very limited. 

(6) Dental services are provided only for severe conditions. 

(7) One out-of-State medical center to which congenital heart cases were 
referred has had to stop accepting cases from Oklahoma. 

(8) Audiometric tests have been given to more than 100,000 children; 
several times that number still need to be screened and proper otological 
referrals made when indicated. 
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(9) Changes in compensation plan (salary ranges) have not kept pace 
with increased costs of living; agency cannot meet competition of other 
employing groups. 

(10) State appropriation has remained the same since 1951. 

Other supplement and concurrent problems are: 

(1) There are inadequate facilities, including therapists and equipment, to 
meet the needs of speech and hearing problems. 

(2) Facilities are greatly needed to provide care for those children suffering 
from physical conditions which make them wholly dependent on others and who 
need observation by physicians and the ancillary services. Examples of such 
cases are those afflicted with leukemia, scleroderma, high cervical cord injuries, 
late stages of muscular dystrophy, cerebral palsy, hydrocephaly, and severely 
disabled poliomyelitis patients. 

It would be beneficial to the children of Oklahoma if Federal grants were made 
on a matching basis similar to the formula used for vocational rehabilitation. 

If I can be of any further assistance, do not hesitate to request it. 

Sincerely yours, 

Ira E. McConne tt, Director. 


THE KENTUCKY CRIPPLED CHILDREN COMMSSION, 
LOUISVILLE, Ky., April 25, 1958. 
Paut A. Harper, M. D. 
Chairman, Committee on Legislation, 
Maternal and Child Health Section, APHA, Baltimore, Md. 

DeAR Mr. Harper: Acknowledgment is made of your letter under date of April 
18, with the enclosed copy of an address made by Senator Neuberger in intro- 
ducing 8. 3504. 

We find it increasingly difficult to build and sustain a worthwhile program on 
the shifting foundation which exists due to uncertainties of financing. This 
agency has been unable to establish rheumatic fever, cardiac, and epilepsy 
programs because funds are not available. Kentucky was one of the States 
that received a telegram requesting that no more children be sent for cardiac 
surgery. The telegram came on the day that two young parents were ready 
to leave with their child. 

There are many needs in Kentucky, such as the strengthening of the cleft 
palate program, which the commission has undertaken, expansion of the cerebral- 
palsy program, and the establishment of the programs as mentioned above, 
such as rheumatic fever, cardiac, and epilepsy. This can be done if sufficient 
funds were available. An increase in the Federal appropriation would be of 
great service to Kentucky. : 

If there is any way in which we can help by contacting our Senators and 
Representatives, please let us know. 

Sincerely yours, 
MARIAN WILLIAMSON, Director. 


STATE OF MINNESOTA, 
DEPARTMENT OF PUBLIC WELFARE, 
St. Paul, May 6, 1958. 
Paut A. HARPER, M. D. 
Chairman, Committee on Legislation, Maternal and Child Health, 
Section, APHA, School of Hygiene and Public Health, Baltimore, Md. 


DeEaR Dr. Harper: During the fiscal year July 1, 1957, to July 1, 1958, our 
funds both on the orthopedic and plastic program and the congenital heart 
surgery program have been exhausted. 

The reason for this is twofold. First of all, administrative costs and hos- 
pital costs have increased, and second, the number of cases, especially on 
the congenital cardiac surgery program has increased. For this reason, only 
very few new cases have been accepted for care since the 1st of February 
1958. 

As you may know, the surgery of patients with congenital heart defects 
done locally are from our own State plus also many other States. For this 
reason, we have an in-State program and regional program. The funds for 
both were fully utilized approximately at the same time. 

There is no reason to assume that the caseload for in-State patients will 
decline in the near future. It is possible, however, with the advent of centers 
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doing major cardiac surgery in other parts of the country that the number of 
cases on the regional program may decline. 

As far as the orthopedic and plastic program is concerned, I anticipate about 
an equal number of orthopedic cases, but we do feel that the number of children 
needing plastic reconstruction; especially the cleft palates and harelips, may 
increase in the future. I have also been hoping to start treatment in the form 
of prosthodontia and orthodontia on these latter cases if sufficient funds might 
become available. 

Yours truly, 
Ricuarp J. Jounson, M. D., 
Head, Crippled Children Services. 


STATE or ILLINOIS, 
DEPARTMENT OF PUBLIC HEALTH, 
DIVISION OF PREVENTIVE MEDICINE, 
Springfield, May 5, 1958. 
Pau A. Harper, M. D., 
Chairman, Committee on Legislation, Maternal and Child Health Section, 
APHA, Care of Johns Hopkins University, Baltimore, Md. 


Dear Doctor Harper: In response to your letter regarding an increased ceiling 
for the Children’s Bureau appropriation, I can give you information regarding 
programs that might be expanded if funds were available. 

The premature-infant-care program as operated at present costs approximately 
$100,000 per center per year for premature infant care, over and above payments 
by families and insurance. We have 5 centers in operation and would reason- 
ably expect to encourage at least 2 more, if funds were available to permit pay- 
ment for care in them. 

Another program now operating on a demonstrated basis is one offering dental 
care to children of families unable to afford the care. A means test is used. I 
am confident that from the sampling done over the State, nearly $1 million per 
year would be needed, estimated by the director of the dental health program. 
This program has the support of the dental society. 

Also to be mentioned are health programs for mentally retarded children, for 
which there are many requests, now that the first one has gotten under way. 

There is great need for the increased ceiling and I hope you have an oppor- 
tunity to support it. 

Very truly yours, 
DonALDSON F. RAWLINGS, M. D., 
Deputy Director, Division of Preventive Medicine. 


TESTIMONY OF Dr. PAUL HARPER ON H. R. 12834 AND H. R. 12871 


I am appearing as a representative of the American Public Health Association | 
which comprises approximately 13,000 health officers, physicians, public health 
nurses, sanitary engineers, social workers and others concerned with the Nation’s | 
health. I am testifying in favor of the bills, H. R. 12834 introduced by Mr. Me- | 
Carthy, of Minnesota, and H. R. 12871 introduced by Mr. Kean, of New Jersey, 
to raise the ceilings on amounts which may be appropriated for maternal and 
child health, crippled children and child welfare. 

In order to obtain information as to whether or not additional funds were 
needed, I wrote to the maternal and child health or crippled children’s directors 
in several States. Replies have been received from 11 of these States; all of 
them telling of mothers and children who needed medical care and who are not 
now getting such care or will not get it in the future unless additional funds are 
provided. 

The director of the Michigan crippled children’s program says that increased 
funds are urgently needed to prevent a reduction in the number of itinerant 
clinics for crippled children. He also reports that lack of funds have made it 
necessary to leave unfilled the position of an orthopedic field nurse consultant, 
thus reducing services to crippled children in local communities. 

Dr. Herbert R. Kobes, director of the University of Illinois division of services 
for crippled children, reports a deficit of a quarter million dollars in the last 
fiscal biennium for hospital, medical, and appliance services that had been con- 
tracted for and carried through. This meant that the appropriation which came 
into being for the current fiscal period immediately had to be used to the extent a 
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of a quarter million dollars to pay for care in a previous biennium and so had 
diminished their current funds by that amount. 

Illinois has 5 premature centers, each of which costs $100,000 a year above 
what the families are able to pay. They need two more centers which would 
be established if funds were available. Illinois also has a dental program now 
on a demonstration basis for children of families who are unable to afford such 
eare. Nearly $1 million per year is needed to put this program on a statewide 
basis. Additional funds are also needed for mentally retarded children. 

The director of the Kentucky Crippled Children’s Commission reports that 
they are unable to establish rheumatic fever, epilepsy, and cardiac programs 
because available funds are only enough for their present program. Kentucky 
was one of the States which early this year received a telegram saying that 
no more children were to be accepted during this fiscal year for cardiac surgery 
at the center in Minneapolis. The telegram came on the day that two young 
parents were ready to leave with their child. This State also needs more funds 
for its current programs for children with cleft palate and for those with 
cerebral palsy. 

In Florida’s program for crippled children, increases in Federal funds have 
lagged far behind increases in State appropriations, Ten years ago the State 
of Florida appropriated approximately $2 for each $1 of Federal funds; the 
ratio is now 5 to 1. Despite this increase Florida is still unable to provide 
services for some groups of crippled children including those with epilepsy 
and speech and hearing defects. 

The director of the Oklahoma Commission for Crippled Children says that 
because of budget limitations: 

1. Some 200 eligible cases needing medical attention are now on the waiting 
list. 

2. Services for children with convulsive disorders are very limited. 

3. Audiometrie hearing tests are given to only a fraction of the schoolchildren 
who need them. 

4. Additional services are urgently needed for a group of children who are 
completely dependent on others for care: such as children with leukemia, 
scleroderma, late stages of muscular dystrophy and hydrocephalus. 

Dr. C. L. Wilbur, Jr., secretary of health of Pennsylvania, writes that they 
have only 3 physiotherapists for over 10,000 children in their orthopedic program 
and only 2 social workers. They need more of these, more audiologists and other 
specialists. 

Pennsylvania has a good program for children with congenital amputations 
in the western part of the State and needs funds for a similar program in the 
rest of the State. 

Virginia reports that its program for the hospitalization for medically indigent 
obstetric patients and infants is markedly curtailed for lack of funds. 

Dr. Jack Sabloff, director of maternal and child health and crippled children’s 
services for Delaware writes that funds are needed for expansion of speech 
and hearing and for children with defects of vision, both of which are not now 
adequately covered. He also writes that well child conferences are heavily 
overloaded and that many new conference sessions and some new conference 
locations are needed. They need additional public-health nurses to staff these 
conferences. 

The chief of the division of child hygiene of the State of Ohio writes that 
additional funds are needed for the postgraduate training of nurses in obstetrics 
and in the care of premature infants. Funds are also needed for the training of 
audiologists and for summer workshops for teachers and nurses on problems 
of school health services. Ohio has a special team comprising a pediatrician and 
an ear, nose, and throat specialist, a psychologist and experts on hearing and 
speech which has been organized for problem children with question of severe 
hearing loss. It will have to be discontinued after July 1 unless additional 
funds become available. Ohio also reports that it will have to greatly curtail 
a program which provides penicillin to prevent the recurrence of rheumatic 
fever in more than 2,600 patients. 

Dr. Richard J. Johnson, head of the crippled children’s services in Minnesota 
reports that funds for their orthopedic program and for their congenital heart 
surgery programs were both exhausted early in 1958, which meant that they 
had to refuse many patients who urgently needed services. Minnesota also 
reports that they are hoping to start additional treatment for children with 
cleft palate and hare lips, including orthodontic services to straighten teeth 
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and prosthetic devices such as plates to fill in defects in the soft palate as 
goon as additional funds are available. 

I should like to say something about future needs. These letters which I have 
quoted represent current needs of mothers and children. There are three chief 
causes of these needs which have implications for the future. The growth in 
child population and the rising costs of medical services and of appliances for 
crippled children have been discussed. A third factor is the advances in medi- 
cine and in other sciences which are a great help to handicapped children. For 
example, improvements in electronic tubes now make it possible to make a 
diagnosis of severe hearing loss much earlier than formerly and to prescribe 
hearing aids for children as early as 18 months of age and to have them ready 
for regular school by age 6. 

More trained personnel and new kinds of specialists are needed to take advan- 
tage of such new knowledge. To continue the same illustration, we need more 
people trained to use an audiometer to test the hearing of all schoolchildren 
and we need more people trained to fit hearing aids and to teach deaf children 
how to talk. 

We have made great progress in the care of mothers and children but there 
is still much to do. The death rate is higher for mothers and children on farms 
and in rural villages than in our cities. Thousands could be saved each year if 
we had more care for mothers and children living in rural areas. For example, 
one-fourth of the counties in this country do not have a public-health nurse. 

Part of the need is for research. About half of the infants who die are born 
prematurely, and we do not know the cause of premature birth in a large pro- 
portion of these babies. We need to study the reasons why mothers go into 
labor prematurely and then we must learn how to prevent premature birth. 

Accidents are the chief cause of deaths in preschool and school-aged children. 
We need to study how to prevent accidents and we need demonstration programs 
to show what can be done. 

Another great need is to study the causes of mental retardation and how best 
to care for these children so that as many as possible will become self-supporting 
citizens. 

One example of future work for crippled children will illustrate what can be 
done. 

We have about one-third million more children with epilepsy. The new drugs 
make it possible to stop convulsions in half of these children and to reduce the 
seizures in another third. Yet only a small number of States now have state- 
wide programs to provide consultation services for those who need such help. 
It would cost about $2% million a year to provide central consultation clinics 
for epileptics in every State. 


DELAWARE STATE BOARD OF HEALTH, 
Dover, Del., May 1, 1958. 
Dr. Pau A. HARPER, 
School of Hygiene and Public Health, 
The Johns Hopkins University, Baltimore, Md. 


DeaR Pau: I am sorry to be so slow in responding to your letter of April 18 
regarding Senator Neuberger’s bill, S. 3504. 

Delaware could benefit from an increased allocation of Children’s Bureau 
funds for maternal-child health and crippled children’s services by being more 
readily able to expand its present services and to contemplate developing serv- 
ices in two unmet areas. We are fortunate in having sufficient funds for our 
present operating program. Part of the anwser in our crippled children’s pro- 
gram is our having free orthopedic hospitalization from the K I. du Pont Insti- 
tute of the Nemours Foundation. Were this not the situation, our crippled 
children’s funds would be definitely inadequate for our present program. 

The demand for speech and hearing services has increased to the point where 
further staff therapy expansion is indicated. Additional funds would be help- 
ful in this respect, although not the entire answer. Since even when funds are 
available it is often impossible to obtain the necessary therapists. 

An expansion of Federal funds would enable us to give thought to providing 
services to children with visual impairment, and to develop rheumatic fever and 
cardiac programs, both of which areas are presently not covered by our crip- 
pled children’s program. 

In maternal-child health, our well child conferences are very heavily over- 
loaded, and many additional conference sessions and a few new conference loca- 
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tions are immediately needed to help solve this situation. Additional maternal- 
child health funds would be helpful in allowing for the employment of addi- 
tional public health nurses to help staff such conferences, and thereby help 
expand the services to the point where it could meet the present demands. 

I do know that some of the States are really hard hit for sufficient funds at 
the present time. I believe I have heard that Pennsylvania had inadequate 
crippled-children funds this year. 

Best regards. 

Sincerely, 
JACK SABLorr, M. D., 
Director, Maternal and Child Health and Crippled Children’s Services. 


MICHIGAN CRIPPLED CHILDREN COMMISSION, 
Lansing, Mich., May 26, 1958. 
Pau. A. HARPER, M. D., 

Chairman, Committee on Legislation, MCH Section, APHA, Johns Hopkins 
University School of Hygiene and Public Health, Department of Public 
Health Administration, Maternal and Child Health Division, Baltimore, 
Md. 


DEAR Dr. Harper: This is in reply to your letter of April 18. 

An increase of funds for crippled children is urgently needed by the State 
of Michigan in order that an adequate program may be carried out for crippled 
children. As a result of reduced State legislative appropriation, we find our- 
selves in the position of having to curtail services for crippled children for the 
coming year. 

Some of the services we have had to curtail are: a reduction in the number of 
itinerant clinics held for crippled children throughout the State; a reduction 
in the amount allocated for the transportation of these crippled children to hos- 
pitals approved for their care; a reduction in the number of employees, and we 
are unable to fill a vacant position for one of our orthopedic field nurse con- 
sultants, thereby reducing the amount of service that we can supply crippled 
children on a local level; in addition, we have found it necessary to reduce our 
staff, not only in the Lansing office, but also in the Detroit, Grand Rapids, and 
Upper Peninsula regions as well. 

All of this curtails services that can be made available to crippled children. 

Very truly yours, 
CARLETON DEAN, M. D., Director. 

Dr. Harper. And in order to conserve time I will simply make some 
very brief abstracts from these letters. 

Dr. Carleton Dean who is the director of the Michigan children’s 
program writes that additional funds are urgently needed if they 
are to continue a traveling clinic for orthopedically handicapped 
children which provides a great deal of service in the various parts of 
the State, peregierls in the rural areas of the State. 

Dr. Herbert Kobes, of Illinois, writes that during the last fiscal 
biennium they had a deficit of approximately a quarter of a million 
dollars for medical, hospital, and appliance services for crippled chil- 
dren which had already been contracted for and used. This meant 
that when the current fiscal appropriation came into being they had 
to spend from their current year approximately this amount, thus 
reducing the present funds by that amount. 

Illinois has 5 premature centers each of which costs about $100,000 
a year more than the families of these children can pay, and if addi- 
tional funds were available they feel there is a need for an additional 
2 centers. 

The director of the crippled-children program reports that they are 
unable to establish rheumatic fever, epilepsy, cardiac programs be- 
cause available funds are only sufficient for their present activities. 
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Kentucky was one of the States which was affected by the shortage 
of funds in the center at Minneapolis for patients needing open-heart 
surgery. 

They reported on the day the telegram was received from Minne- 
sota saying that no more patients could be accepted this year, that 
they had a mother and a father with a child ready to leave. 

In Florida the program for crippled children, the States funds 
have been increasing at a much more rapid rate than have the Federal 
funds. Ten years ago the ratio was 2 Florida dollars for 1 Federal 
dollar. At the present time the ratio is 5 to 1. 

Despite these increases, Florida is unable to provide services for 
certain groups of children, particularly those with epilepsy and those 
with speech and hearing defects. 

The director of the Oklahoma Commission for Crippled Children 
writes of several items of which I will only mention two. At the 
present time, they have 200 eligible cases needing medical attention 
who are on their waiting list. Also, services for children in that 
State with convulsive disorders are severely limited. 

Dr. C. L. Wilbur, Jr., who is secretary of health of Pennsylvania 
writes that they have only 3 physiotherapists for a State program 
in which there are about 10,000 children with orthopedic handicaps, 
and only 2 social workers. He says they need many more persons in 
these two categories and they need other specialized personnel such as 
people to do hearing testing 1n the schools. 

Virginia reports that its program for the hospitalization of 
medically indigent mothers and babies is severely curtailed for lack 
of funds. 

From Delaware, Dr. Jack Sabloff writes that funds are needed for 
expansion of speech and hearing and for children with defective 
vision, both of which are not now adequately covered. 

He also writes that well child conferences are heavily overloaded 
and that many new conference sessions and some new conference 
locations are needed. 

At this point I would like to add some personal observations. One 
of the graduate pediatricians on our staff this year made a survey of 
the child health conferences in one of our large eastern cities. He 
found that the load of patients was so great in these clinics that the 
average time that a child had with the physician was approximately 
214 minutes. 

I will leave it to your own imagination what this means in the way 
of quality of care. 

I myself have worked in clinics and have seen other clinics where 
the patient load is 40 to 50 patients for a 2-hour session. 

I understand that is quite common in many States. 

Iam going to omit mention of the testimony from Ohio for lack of 
time and also from Minnesota since you have already heard from Dr. 
Varco of Minnesota. 

Mrs. Bernhard has talked about the needs of children in urban areas 
for additional funds for welfare services. I would like to say some- 
thing about the need for additional health services in rural areas. 

The death rate of mothers and children over the country has been 
greatly improved but death rates are still higher on the farms and in 
rural villages than they are in the larger cities. 
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It is estimated that 12,000 to 15,000 children a year could be 
saved if we have better services available. About a quarter of the 
counties in this country do not have a public health nurse. 

Part of the need is for research and this involves particularly the 
funds under the B section of the grant. About half of the infants 
who die in the first year of life are born prematurely and we do not 
know the cause of death in a large proportion of these premature 
births. We need more studies to determine the cause of death in these 
children and then we would know better what to do about it. 

You know as well as I do some of the other areas that need research. 
I will mention only two. One is deaths and the other would be mental 
retardation. 

I would like to give you a final example of what can be done with 
new advances which Dr. Eliot spoke of. 

We have in this country about a third of a million children with 
epilepsy. The new drugs which have been made available can stop 
convulsions in these children in about half of them and greatly reduce 
the seizures in another third. 

Yet we do not have statewide organized consultation services where 
these children can get electroencephalograms and other diagnostic 
procedures in more than a fraction of the States. It would cost 
approximately $214 million a year to provide such centers in each of 
the 48 States and Territories. 

Mr. Chairman, this ends my testimony. I would simply like to say 
that it is not so much the programs that we are talking about but there 
are individual children that are involved here whose future potentiali- 
ties are very great for this country. 

Thank you. 

Mr. Foranp (presiding). Dr. Eliot, does that conclude the state- 
ments of your panei ? 

Dr. Exot. Mr. Chairman, may I take 1 or 2 minutes more to add a 
point or two to what has already been said ? 

Mr. Foranp. You may. 

Dr. Exsor. I am glad that Dr. Harper ended with this point that 
it is the individual children with whom we are concerned. 

Dr. Varco has reminded me that in my remarks I did not include 
a statement with regard to the number of children with heart dis- 
ease that were deprived of care during the past 6 months because 
of the lack of funds. It is my understanding that the Children’s 
Bureau made a grant to the welfare department of the State of 
Minnesota of $100,000 at the beginning of the fiscal year 1958. 

This money was exhausted in January of this year. Telegrams had 
to be sent out to 16 States telling the States that they could accept no 
more applications for the care of children. Even though they stopped 
the applications they had on hand in the agency in Minnesota, they 
had 70 children who had already been listed for operations who 
could not be called in and taken care of and there were also in addi- 
tion another 69 children whose applications were on hand that had 
not been processed at that time. 

None of these 139 children could be taken care of. To take care 
of them it would have cost the States and the Federal Government 
together something like $350,000 to $400,000. 

At the beginning of my testimony I pointed out that the witnesses 
who are here in this small group represent only a few of the national 
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organizations that are concerned with these programs and that the 
ane should be enlarged and developed more fully. 

About a month ago I received from the child welfare director of 
the American Legion a copy of a resolution that was passed by the 
committee of the Legion on child welfare. This resolution sup- 
ports the raising of statutory soeys under all 3 parts of this title 
to — amounts expressed in the 2 bills about which we have been 
speaking. 

yy would appreciate it if this resolution could be included in our 
testimony. 

The CuatrmMan. Without objection, the resolution will be included 
in the record. 

Dr. Exror. Thank you. 

The Cuarrman. You may proceed, Dr. Eliot. 

(Information referred to follows :) 


Funps FoR CHILD WELFARE SERVICES, MATERNAL AND CHILD HEALTH, AND 
CRIPPLED CHILDREN SERVICES 


Whereas title V of the Federal Social Security Act provides for reimburse- 
ment to the States for funds expended for child welfare services, maternal 
and child health activities, and crippled children services ; and 

Whereas these pregrams administered by the United States Children’s Bureau 
have demonstrated their worth over the past several years by improving 
maternal and child health throughout the Nation and improving social services 
to underprivileged children ; and 

Whereas the Social Security Act provides a maximum authorization of $12 
million for child welfare services, $16.5 million for maternal and child health 
services, and $15 million for crippled children services ; and 

Whereas it has been demonstrated the statutory ceilings established in the 
Social Security Act for these vital programs are inadequate based on the 
tremendous growth of the child population in this country: Now, therefore, be it 

Resolved by the National Hxrecutive Committee meeting in Indianapolis, Ind., 
April 30, May 1 and 2, 1958, That the American Legion urges that title V of 
the Social Security Act be amended to provide an increase in the statutory 
authorization of funds for the programs of child welfare services, crippled 
children services, and maternal and child health commensurate with the in- 
crease in child population in the United States. 

MAovRICE T. WEBB, 
Chairman, National Child Welfare Commission. 


Dr. Extor. This ends our testimony. 

The Cuarmman. Dr. Eliot, I want to thank you and the members 
of the panel for appearing before the committee on behalf of these 
very worthwhile purposes and to thank each of you for the testimony 
you have given to the committee. 

I particularly want to thank you, Dr. Eliot, for cooperating with 
the committee in limiting the number of witnesses. I know you could 
have brought with you a great number of additional individuals rep- 
resenting a great number of organizations. You had to confine the 
testimony of this panel largely at the request of the Chair. I realize 
that. I thank all of you. 

Mr. Reed desires to ask a question. 

Mr. Reep. Dr. Harper, I came in late. I am sorry that I missed 
the testimony of the others who preceded you. But I wanted to ask 
you, to what extent do the fraternal organizations assist your work? 

Dr. Harper. I cannot give any specific amounts, Congressman Reed. 
I do know that a good many of the fraternal organizations aid these 
programs a very great deal. In my understanding the Shriners have 
their own hospitals for crippled children, for example. 
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Some organizations are particularly helpful in providing ap- 
pliances, On the other hand, I think it should be made clear that 
there is no fraternal organization which is able to carry any large 
part of this load on a statewide or countrywide basis. They are very 
helpful but in general it is for a specific category or handicap or for 
appliances. They do provide just enormous help in that sort of a 
service. 

Mr. Reep. I realize they cannot carry the load but I thought their 
activities would be helpful to your program. 

Dr. Harrer. They most certainly are, Sir. 

Mr. Rerep. They bring home to the local people the need for the 
work. 

Dr. Harrer. That is certainly true. 

Mr. Reep. They do magnificent work. 

Thank you very much. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Dr. Eliot, I just want to make one observation. Yes- 
terday I asked the question: Where is the money coming from? To- 
day I want to answer that question. We have been h: nding out money 
with a prodigal hand the last 12 or 13 years, $62 billion “for foreign 
aid. Perhaps 10 percent of that could be handed out much better 
and with much greater effect here at home to take care of our own 
children. 

You have made your case. 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. EperHarter. It just occurred to me in response to the question 
of Mr. Reed, you indicated that you got a tremendous amount of help 
from private sources and private organizations. Those private organ- 
izations in nearly all instances cooperate very closely with the organ- 
izations which you are representing here today. They work largely 
under your guidance, do they not? Is that correct? Do they work 
largely under the guidance of the governmental organizations, these 
private organizations? 

Dr. Ex1sor. I must say, Mr. Chairman, that I, too, am a handicapped 
child. I am deaf and I am not quite certain I got Congressman’s 
Eberharter’s question, but I think probably one of these other people 
could answer. 

Dr. Harper. I cannot answer that too specifically. I think that 
they work together. It is particularly because there is a continuing 
agency in every State, a group of individuals in the maternal and 
child-health and crippled children’s offices that act as a sort of a 
focus, that this cooperation is being built up year after year. 

I think that the voluntary agencies would be very reluct ant to say 
that they work under the direction of the State agencies but they cer- 
tainly cooperate with them most extraordinarily well. 

Mr. Esernarrer. Thank you. 

The Cuatrman. Mr. Holmes will inquire. 

Mr. Hormes. I have listened to this testimony and have appreciated 
the information that you have given. 

To be specific, what programs are being worked out for the nor- 

mally born child that soon becomes mentally retarded ? 

Dr. Exror. Mr. Congressman, the programs as I understand them 
today which are being developed by the States with the money that 
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is being appropriated by the Congress and with the State money that 
is being added to it are being focused largely on the care of the pre- 
school children today. The care that is given must be focused in these 
youngest age period if the children are to grow up to lead lives that 
are as effective and useful as is possible in later years. 

The diagnostic process in the first year of life or the second year 
of life is often quite difficult. There is needed in the various States 
centers to be established to which parents can take children who are 
believed by them or by their doctors that something is wrong in their 
mental development. 

These centers must be staffed by physicians, social workers, nurses, 
psychologists, and sometimes other professional personnel who really 
have great skills in determining the mental stage of development of 
these children. 

The necessity for having very competent persons in these centers is 
great because it has been the unfortunate custom of people in the 
years gone by, parents, to shop around from doctor to doctor with a 
child that they realize perhaps is mentally retarded but for whom they 
are always hoping that something can be done that will cure this 
child and restore him to normal mental development. 

Gradually people in this country are appreciating that much can 
be done to help a child to develop, to train him to take care of him- 
self, to train him to undertake certain kinds of work, for those who 
are less severely retarded to actually take their place in the business 
when that stage of growth and development is reached by them. 

The importance of the work that is being started in the States today 
rests in the fact that the States are beginning to establish these diag- 
nostic centers to which parents can take children very young and 
where a good diagnosis can be made and where help can be given. 

These children and parents must be given help over a long period 
of time. 

Again the cost of the care, the cost of the services that must be 
rendered, is not small in the case of each child. 

In addition to this type of medical and social and public-health- 
nursing service there is also need for the educational program to 
assist. 

Mr. Hotes. Has research shown or are there available facts from 
any research that has been conducted that there is a higher incidence 
of mental retardation in any particular age bracket of children? 

Dr. Exvior. Mrs. Boggs will take that question. 

Mrs. Boces. Your original question, Mr. Holmes, addressed itself 
to the child born normally, as you put it and who soon becomes men- 
tally retarded. I think that we do not know exactly the statistics 
on this but many people feel that about 90 percent of the children 
who have actually proved to be mentally retarded owe this condition 
to a prenatal event, so that only about 10 percent are actually born 
normal although many of them who have some preexisting prenatal 
condition do not show that condition at birth. 

This is one of the important things. 

We have, as Dr. Eliot has stressed, a great need to help the parents 
and the child who is apparently mentally retarded. There is also 
need, however, to intervene in certain cases where the cause of retarda- 
tion may be present but the retardation itself has not become manifest 
and may be arrested. 
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In this we need the cooperation not of specialized services set up 
just for the mentally retarded but the cooperation of pediatricians 
and obstetricians who will have developed what somebody called a 
high index of suspicion with regard to certain symptoms. It is a 
need to disseminate the new knowledge about those systems that is so 
particularly important at the present time. 

Does that relate to your second question ? 

Dr. Exzor. With respect to the research, Mr. Holmes, may I say 
that there have been studies to try to determine the age at which the 
mental retardation can be shown. It is well known that the younger 
the child, the more difficult it is to determine this, and that as a child 
reaches school age at the point where the child must begin to under- 
stand the symbols of numbers and letters that a retardation shows up. 

That is what research has shown us on this point. 

Mr. Houimes. And following that point on the information that I 
have, have you had any facts developed through the programs that 
have been developed up to date of the degree of rehabilitation ? 

Dr. Exior. I cannot answer that question. I do not know whether 
some of the other witnesses can. We do know that many children 
are, you may call it, rehabilitated, or they are habilitated because if 
the care starts early then the child will be given every chance to 
develop as he himself grows. 

There are few of course who are actually, if any, returned to normal. 

Dr. Harprr. Congressman Holmes, I might make a brief comment 
on this. This whole field is just beginning to open up. One example 
of this is that we are learning that a certain number of relatively small 
numbers of these children who were apparently normal at birth and 
then who developed mental retardation after birth are in that group 
who are considered to have inborn areas of metabolism. This is a 
rather complicated field, but some of these children, if they are found 
early enough, children who have enzyme defects in their digestion of 
food products can be saved as normal children for at least three degree 
of retardation can be greately ameliorated. 

This is an opening up area which does offer great promise. 

Mr. Hotmes. I do not want to belabor the point, but I was just 
trying to arrive at some objective information because this is a con- 
dition that is on the increase and on a very rapid increase. I am 
wondering if your direction to programs founded are moving in a 
direction of social adjustments when perhaps the findings of the pro- 
gram will show that there is some biological and physical changes 
that can be wrought through medical science that will probably be 
more effective. 

I do not know whether it has progressed that far or not. 

Dr. Hupson. Congressman, if I may answer that I have been work- 
ing on one of these programs. I think we all know that these things 
are relatively young. In my State, we have had an official program 
for 1 year. I think the programs developing in most of the States, 
and they are all small, indicate that we are applying all of these things 
that you mentioned. 

In other words, we are tying to apply the medical, physical, and 
social angle. We have good reason to believe that it will work. 

At the present time we have not been able to accumulate enough 
statistics because the children have not been there long enough. We 
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have seen what we think is improvement, but just in 1 or 2 years I 
would not want to say. I do not think the experts would want to say. 

So I think your question is a good one. Our feeling in public health 
and in the circles of experts in this particular field is that we know 
that this will work. I think that we are working along the lines that 
you have suggested. 

Mr. Hotmes. Thank you. 

The Cuatrman. Mr. Curtis will inquire. 

Mr. Curtis. Mr. Chairman, I want to get back to the reason why 
these hearings are held. This committee, of course, has only jurisdic- 
tion over the grants-in-aid in title V of the Social Security Act. So 
much has been discussed about the whole area of the problem of child 
health and welfare that it has become a little difficult for me to get 
it back in proportion to know just what programs must be helped. 

In particular, I would like to get a better understanding of just 
what the balance is between the Federal, State, local, private, and 
family programs. You discussed it in general terms, but there was 
one comment made that indicated that there was a conception in some 
people’s minds that the Federal Government directs the program all 
over the country. It has always been my impression that it is essen- 
tially the private programs that are the base, and the Federal Gov- 
ernment implements and help where it thinks it can. 

Is that a fair picture of it, oram I wrong? What is the percentage 
between Federal, State, local, and private? 

Dr. Exror. Mr. Congressman, I cannot give you the answer to that 
in dollars and cents. We know, of course, that both in the child-health 
and the child-welfare fields that private voluntary agencies are making 
enormous contributions to the care of children everywhere in the 
country. In some parts of the country the contributions of voluntary 
agencies are greater than in other parts of the country. 

However, let us consider the program of maternal and child-health 
loan. Here the contributions of voluntary organizations come through 
the care given to mothers and babies and children in hospitals, in vol- 
untary clinics in many of our cities. 

In all of our cities practically there will be voluntary contributions 
to the care of these children. 

In the crippled children’s program, likewise, there is a great amount 
of money that is being spent in hospitals, in clinics, through special 
organizations that have already been mentioned here for the care of 
crippled children. 

In the child-welfare field there are over the country many private 
organizations that Mrs. Bernhard has referred to that are members 
of the Child Welfare League of America and others who are not yet 
members of that league who do give enormous amounts of care for 
children. 

However, in order that all children everywhere may live in any part 
of the country, be that in the rural areas or in the cities, and especially 
in smaller cities, there is great need that the States and the local com- 
munities assume responsibility for seeing that care is made available 
to all children that require that care. 

In the child-welfare programs, for instance, where the type of work 
is to protect children who are being neglected, who are abused, who are 
in need of care away from their homes under some circumstances, it 
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is not possible for the voluntary organizations to carry the load of 
the cares needed for these children. 

Mr. Curtis. I think the objectives we all agree on. But in order to 
attain those objectives I think it is important to understand just how 
much part is played by each one of these groups. 

When the statement is made which I think is undoubtedly true that 
there is a shortage of funds, it is not necessarily the shortage of funds 
at the Federal level. It is entirely possible that the shortage is more 
at these other levels, in spite of the statement which I think is true 
that these States and localities have increased their funds for these 
programs proportionately more than the Federal funds have been 
increased. 

But on the other hand, the whole theory of Federal funds going into 
some of these areas was to stimulate that very thing, not to create an 
argument necessarily for further Federal funds. 

All I am saying is that it is necessary to get a complete picture in 
order to know what part the Federal Government should be playing, 
whether we should be playing a greater part as is suggested here. 

But it is difficult for me to reach that determination without know- 
ing just how much is being done privately. 

I might add another thing, that basically it is the family that we 
rely on to take care of these problems, and it is only where the family 
runs into difficulties that we go to the next step. 

One of the Federal programs, I might say, in this area has been in 
the income-tax laws to provide a certain relief to families. 

That gives you an illustration of what I mean by the whole picture. 

Here on this committee we are confined really to title V, and yet we 
know that there are many other Federal programs that bear on these 
same problems, NHI and the Children’s Bureau programs, various 
hospitalization programs which come under other committees. 

I find on the Ways and Means Committee frequently when we get 
into these health and welfare areas we only have one small part of the 
program before us. 

I am anxious to be sure that we take care of the area that we should 
be taking care of and not seeking to solve the problems that possibly 
would be better solved either in another Federal program or at a State 
level or at a local level or at the private level. 

That is why I stated that I was a bit confused in listening to all the 
testimony, to know just what in title V of the social-security laws needs 
strengthening. I cannot reach that conclusion without knowing what 
has been done in some of these other areas in getting the balance. 

Mr. Chairman, I would like to urge, as I urged yesterday, that our 
committee undertake a study that will give us the background to know 
just where we play a part in this area in relation to all these other pro- 
grams and know just what proportion it is. 

I think I can probably reach the conclusion that we can do more in 
this area, but Iam not certain of it. 

The Cuamman. Thank you, Dr. Eliot, and the other members of 
the panel. We thank you again for coming to the committee, giving 
us the information that you have this morning. Thank you very much. 

Our next witness is Hon. William E. Proxmire, a Member of the 
United States Senate. 

Weare pleased to have you here this morning. 
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STATEMENT OF SENATOR WILLIAM PROXMIRE, SENATOR OF 
WISCONSIN 


Senator Proxmire. Thank you, Chairman Mills. 

Mr. Chairman and members of the committee, I am very grateful to 
you for the privilege of appearing before you to urge the enactment 
of improvements in the social security law in this session of Congress. 

I might say I do not know whether you will learn much from 
what I say this morning, but I have learned something from being 
here, and that is the great importance of punctuality. ; 

I came in 8 or 4 minutes past 10. It was entirely my fault, but I 
have paid for it and I have learned a lesson. 

The Cuarrman. We will apologize to you for being so punctual. 

Senator Proxmire. As the most recently elected Member of the 
United States Senate, and as one who has campaigned statewide in 
my home State of Wisconsin 4 times in the past 5 years, as one who has 
talked to literally tens of thousands of our Wisconsin citizens, I want 
to tell this committee that the people of Wisconsin are more deeply 
concerned with the need for social-security improvements than they 
are with any economic issue that confronts this Congress. 

In every corner of my State I found many, many people who had 
worked hard and long and had been thrifty and diligent in their 
habits, and who now depend primarily, or in many cases exclusively on 
social security. 

These people are in serious trouble. They are too old to work, 
Their social-security check gives them too little to buy the barest 
necessities of life. Just a few days ago in Wisconsin an old couple 
living on social security told me that they had been in the social- 
security system since its inception, that they and their employer had 
always contributed to it, and yet these old people are unable to afford 
enough money to buy three meals a day. 

The statistics are overwhelming and irrefutable. The average 
old couple in America today receive a social security check of $110 per 
month. The single man on social security receiving an average check 
receives only $70 per month. The typical single woman receiving 
social security receives an average monthly check in America of $54. 

The first test of any social security legislation should be its ade- 
quacy. On the face of it, the present social-security system is obviously 
inadequate. The cost of living in Milwaukee for a couple is approxi- 
mately $186 a month. 

This is based on a 1950 study which is printed in the Economic 
Almanac of 1958. The study has been adjusted for the rise in cost of 
living. This means that a couple living on the average social security 
check, which amounts to $110 a month, would be nearly $76 a month 
short of meeting a minimum budget. 

A couple receiving $163 per month, the maximum possible under 
the law, still would fall $20 short of the minimum budget. 

These figures have been furnished by the Social Security Admin- 
istration. 

The No. 1 objective of any social security bill should be increasing 
benefits all along the line. If this Congress should pass a social 
security bill which only increased benefits, it would be an extremely 
worthwhile accomplishment. 
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On the other hand, there are other necessary improvements in the 
social security law. The cruelest costs of old age are medical costs. 
Illness that exacts heavy doctor bills and hospital bills is a hand- 
maiden of old age. The social security law would be greatly im- 
proved if most of these costs could be met out of social security. 

The gain in the elimination of human misery would be enormous, 
America does indeed have many splendid voluntary health insurance 
programs. But for most of our old people, these programs are im- 
possible not only because the premiums become higher as age in- 
creases, but also because in virtually every case older people are pro- 
hibited from joining the plan. 

Improvement in our social security law to provide hospitalization 
benefits for example, of 60 days a year to old people, would in no real 
sense compete with our free voluntary health insurance system, but 
would be an excellent supplement to the voluntary health insurance 
which has been so successful in America. 

Next to increased benefits and the possibility of hospitalization or 
other health benefits, more Wisconsin people have urged me to work 
to reduce the age for social security eligibility than have requested 
action on any other change in the social security law. 

While I warmly favor this objective, I feel that at this time, the 
cost of substantial reduction in social security eligibility age would 
be extremely expensive. 

It seems to me however, that at this time this Congress could make 
some perceptible progress in this direction of making all women 
eligible for full benefits at the age of 62. 

This, of course, makes eminent good sense for the vast majority of 
women who are married, because in most cases their husbands are 
older. Such a provision would permit them to retire at the same time 
their husband does with full benefits. It would also help solve the 
difficult human problem of older women seeking work in a job market 
that offers very few jobs for those past 45. 

IT also warmly favor the removal of the age requirement for dis- 
ability. Congress recently made an excellent improvement by au- 
thorizing disability benefits for workers at age 50. 

There is no reason however, for any age limit, since the totally dis- 
abled person at any age requires support. I also propose that benefits 
be provided for the dependents of disabled persons. In fact a 
younger man who becomes disabled often has greater financial respon- 
sibilities, since he probably has a growing family. 

I favor increasing widow’s benefits from 75 percent of her hus- 
band’s allowance to 85 percent. 

Probably the sharpest discriminatory injustice in our whole social- 
security system is that widows receive far less than they need on 
social security. This, of course, is because the family benefit is cut 
in half at the time of the husband’s death. 

Since it costs just as much for a widow to keep alive as any other 
person, this discrimination is unjust and improper. It would be 
logical to increase the benefit to 100 percent. 

The only reason I don’t advocate this at the present time is because 
of its expense. However, I think that Congress should make progress 
in this direction, and I think an increase from 75 to 85 percent would 
be moderate and sensible. 
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Many old people prefer to work past the age of 65. Many old 
people are convinced that the only way they can stay alive is to con- 
tinue actively at work on a job. 

There is no question that old people have a great deal to_con- 
tribute to our community and our society in many occupations. I am, 
therefore, proposing to allow a 1-percent increase in benefits for each 
year worked past the eligibility age. This would reward those who 
continue to work and pay into the fund. 

I favor permitting the American farmer to disregard recent years 
of unnaturally low farm income in establishing his base for benefits. 
In my State of Wisconsin, especially, the injustice to the farmer who 
has come under social security is very severe when he is required to 
compute his benefit on the basis of recent income. 

It is certainly well known to every Member of this Congress that 
the farmer has suffered very serious impairment of his income in 
the last few years. 

In view of the fact that so many farmers are coming under social 
security for the first time, it seems extremely unjust to penalize them 
by requiring them to take their most recent years of income in comput- 
ing their benefits. 

Also, it seems to me extremely important that, in the interests of 
justice, we allow a wage earner computing income to disregard 1 low- 
income year for every 7 he has worked, in addition to the 5-year drop- 
out in existing law. 

If the wisdom of this provision was not apparent until the last 
7 or 8 months, it certainly should have become apparent since then. 
Obviously, people are thrown out of work, out of good jobs, through 
no fault of their own. 

Their income is sharply reduced or completely eliminated. It seems 
to be discriminatory and unjust in the extreme to penalize people 
because they happen to work in a cyclical industry. By permitting 
them to disregard 1 low-income year for every 7 worked, this diffi- 
culty could be eliminated. 

Also, it seems to me wise to remove the reduction in benefits that 
now applies if one receives veteran’s or other benefits in addition 
to social security. 

Retirement benefits are not now reduced because of payments under 
other governmental systems, and neither should disability benefits 
be reduced. 

It seems to me wise and necessary to increase from $1,200 to $1,500 
the amount recipients are allowed to earn. Inflation and the justice 
of permitting recipients to supplement their meager benefits by gain- 
ful work make this proposal highly desirable. 

Of course, these increased benefits will cost money. I think it is 
wise, necessary, and just that the social-security system be made as 
self-supporting as possible to make it. 

It seems to me most obvious that even the most cursory examina- 
tion of our social-security system indicates that it could afford far 
greater improvements without imposing an excessively onerous tax, 
either on employees or employers. 

Compare the present 214-percent tax on employees and employers 
under our social-security system with the tax in West Germany of 
7 percent on employees and 7 percent on employers, the tax in France 
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of 6 percent on employees and 10 percent on employers, with the 
tax in Italy of 4 percent on employees and 8 percent on employers. 

As I said when I began this statement, I have talked to thousands 
and thousands of working people and business people in Wisconsin 
about this social-security problem. I have found that the overwhelm- 
ing majority enthusiastically favors an increase in social-security 
benefits, even at the cost of increased social-security tax. 

I found this to be true at all ages. I have yet to see a single poll, 
of all the many conducted by Congressmen and others, which has not 
indicated that a huge majority of Americans favor a substantial in- 
crease in social-security benefits. 

They favor such an increase when they fully recognize that such 
an increase must necessitate an increase in social-security taxes. I 
recommend an increase in the social-security tax to permit the im- 
provements that I have suggested. 

My own bill, which I have introduced in the Senate, is very similar 
in many respects to the bill introduced by the able and distinguished 
Representative Forand, of Rhode Island. 

There are some benefits which the Forand bill provides which m 
bill does not provide, and there are some which mine provides which 
the Forand bill does not provide. 

There are a number of other excellent bills that have been intro- 
duced into both ILouses of the Congress. 

I will enthusiastically support any bill that comes to the Senate 
which promises any significant improvement in social-security bene- 
fits. 

My own bill, as amended, is, on the basis of the best estimates that 
we can receive from the most competent actuaries, in and out of Gov- 
ernment, completely, 100 percent self-financing. 

I think this makes sense; I think this is the way it should be. 

Mr. Chairman, I have a letter dated June 16, 1958, from Mr. Robert 
Myers, the Chief Actuary of the Social Security Administration, who 
has analyzed my bill, as amended, and he concluded by saying this: 


In the aggregate, the propose change in the benefit provisions— 
talking about the Proxmire bill— 


including the effect of increasing the earnings base, results in an increase in the 
level premium cost of 2.46 percent of payroll. The level premium equivalent 
increased contribution rate is 2.47 percent of payroll. Thus, the total cost effect 
of the proposed change would be in almost exact balance. In actuality, there 
would be a favorable balance of 0.01 percent of payroll. So, according to these 
estimates, the proposed benefit changes would be completely self-supporting 
under the financing provisions contained. 

To sum up, the present social-security bill is demonstrably inade- 
quate. Benefits do not begin to cover the barest necessities of life for 
beneficiaries. This country, the richest in the world, is not providing 
anything like the same share of its income for the benefit of our retired 
citizens as are many other poorer countries. 

Obviously, we can well afford to improve the social-security system. 
We can do so within the free-enterprise, American system without 
threatening the existence of private business and, certainly, without 
imposing too heavy a tax burden on our citizens. : 

The time could hardly be more propitious or inviting for an im- 
provement in the social-security system. 
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Tax cut—Public works: There are millions of unemployed men 
and unemployed resources. Every Member of Congress must recog- 
nize that virtually every penny that is paid out in social security will 
be immediately spent in small businesses and shops all over America. 

Social security is often considered 1 of the 2 great cushions of our 
economic system, protecting this country from another full-scale de- 
pression of the devastating kind we had in the early thirties. 

At the present level of payments, this obviously is not true. Social- 
security payments are only a little better than relief in many cases. 

With a relatively small sacrifice, in terms of social-security taxes, 
with absolutely no direct effect on the Federal budget, our social- 
security system could be vastly improved. 

As a matter of fact, the short-run as well as the long-run effect on 
the budget would be sure to be beneficial. 

This social-security money would be rapidly spent. Thus it would 
greatly increase, in aggregate, the sales and profits and income and 
wages of the American people. It would increase the taxable base 
and increase the tax revenues of our Federal Government. This year, 
1958, is a preeminently logical time to improve our social-security 
system. It makes sense for our old people. It makes sense for Amer- 
ican business, for American working people, for the whole American 
economy. 

When I first came to the Senate, a wise and highly venerated Sen- 
ator told me that there is no committee that is more meticulous, more 
-areful or responsible. He said there is no committee which has a 
better eye for details or a better understanding of what can be done 
or what can’t be done, than the Ways and Means Committee of the 
House of Representatives. 

As I address this committee, I am very conscious of this immense 
competence. Of course, I know you gentlemen must act with a deep 
sense of responsibility to all segments of the American people and 
to all of the enormous demand on the resources of America. 

I earnestly recommend to you that you give the most earnest con- 
sideration to a substantial, wholesale improvement in our social-secu- 
rity system as soon as you possibly can. 

Thank you; it has been a great privilege to appear before this justly 
renowned committee. 

Mr. Foranp (presiding). Senator, the committee thanks you for 
your very interesting statement. I, personally, commend you for the 
great interest you are showing in the bill that you have introduced, 
which is pr etty much along the lines of the bill that I introduced some 
time ago. I hope the committee will see the situation the same w ay 
that vou and I do and, as a result, something good will come out of 
these hearings. 

Senator Proxmier. Thank you very much Congressman Forand. 
Are there any questions ? 

Mr. Byrnes. Mr. Chairman. 

Mr. Foranp. Mr. Eberharter. 

Mr. Exernarrer. I just wanted to say, Senator, that your appear- 
ance this morning has impressed me quite favorably. I think your 
appearance here ‘will help considerably toward a liberalization of 
the social-security laws at this time. Thank you very much for your 
appearance. 
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Senator Proxmire. Thank you, Congressman Eberharter, very 
much. 

The Cuatrman. Mr. Byrnes will inquire. 

Mr. Byrnes. Senator, I wanted to take this opportunity to wel- 
come you before the committee. 

Senator Proxmire. Thank you, Congressman Byrnes. As one of 
the senior Congressmen from Wisconsin, I want to say, as I have 
said before, even though we disagreed violently on a few things, I 
greatly respect your fine reputation for your integrity and your com- 
petency, which you have demonstrated on this committee. 

Mr. Byrnes. I thank you. 

Your testimony conforms with the changes that you recommended 
in your bill, S. 3086 ; is that correct ? 

Senator Proxaire. That is correct. I have amended the bill on 
two different occasions. 

Mr. Byrnes. I understand the bill was amended by a tax change 
which makes it more conformable to the cost. 

Senator Proxmire. That was one amendment. Then I reduced 
from 4 to 1 percent the increased benefits of people who worked past 


Mr. Byrnes. There is not anything in the bill, is there, Senator, 
for those people who, for one reason or another, and, generally, by 
reason of having been born too soon, did not have an opportunity to 
come under the social-security system ? 

Senator Proxmire. No; there is not. I think it would be wise for 
the Federal Government to increase and improve the benefits for 
those people who are on old-age assistance and do not qualify for 
social security. 

Mr. Byrnes. I say that because one of the matters of great con- 
cern to me is that we think in terms of increasing benefits and taking 
care of some of our older people, but we restrict 1t pretty much, other 
than on the basis of need, to those who have been under the social- 
security system, even though some of the people receiving benefits 
today were only under the system for a year and a half. It is given 
to them as a matter of right, and the other people, simply because 
they were born or retired too soon, received nothing as a matter of 
right. 

, Proxmire. That is correct. As you and I know, we rely 
primarily on our State and local communities to take care of those 
who are aged and who do not qualify for social security. In this 
social-security bill that I propose, and Representative Forand’s bill, 
the social-security bill would have the effect of relieving, to a sig- 
nificant extent, the States and local communities from some of the 
payments that they now have to make, for example, on disability and 
some other matters, so they would be better able to improve their 
local assistance laws. 

Mr. Byrnes. As we talk in terms of the needs of people, and the 
needs of some of the older people in Milwaukee, as you suggested, there 
are a large number of people, unfortunately, who tried to take care 
of their own old age by saving through investments of one kind or 
another and then find themselves in the most unfortunate situation 
of having become the principal victims of the inflation which has 
seized the country during the last 25 years. Sometime I would like 
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to see a little more concern for those people who have been left out 
completely. 

Senator Proxmire. Let me just reply to that at this point and say 
that I think that one of the very best things that the Congress could 
do to benefit those old people is to improve the social-security law. 

We live in a world in which State legislators and city councilmen 
apply whatever standards they have. Certainly, an improvement in 
the social-security law to benefit those old people who rely on social 
security would create a situation and atmosphere in which the changes 
of greater benefits for those old people who are not on social security 
would be vastly improved. 

I am sure, if you talked to the people who do not qualify for social 
security, they would agree with that and they would favor improving 
the system. 

Mr. Byrnes. The only trouble is that history does not prove that 
it has always kept pace with respect to the care taken of those groups 
who were left out of the OASI system. 

Of course, everybody on this committee is extremely interested in 
the benefit aspect, but we have the jurisdiction of the subject matter 
primarily because the tax is involved. That item is of considerable 
concern to me, also. 

I was pleased to hear you say that, certainly, this system should 
carry its own weight and be self-financed. It is my understanding 
that has been your intention, although you recognize that the bill, as 
originally introduced, did fall at least $3 billion short of what was 
res ly needed under the actuary estimates. 

Senator Proxmme. I flatly deny that. I have very competent coun- 
sel. I have had the help of a man who is considered by many to be 
the father of the social-security bill work with me on this. He assured 
me, and many other competent people assured me, that my bill was 
self-financing. 

On the other hand, I do think in this particular instance it is appro- 
priate, for the convenience of the committee, to rely on the present 
actuaries in Government. That is the reason why I took the more 
conservative estimate of what is needed in my amendments, I think 
it would be essential that this be self-financed. 

Mr. Byrnes. Your bill, Senator, is somewhat short, is it not? 

Senator Proxmire. No, sir. In fact, it is a little bit over, if you 
take the word of Robert J. Myers, the Chief Actuary of the Social 
Security Administration. Hesays, and I quote: 

* * * the total cost effect of the proposed change would be an almost exact 

——— In actuality, there would be a favorable balance of 0.01 percent of 
rol, 

i Sie to these estimates the proposed benefit changes would be self- 

supporting under the financing provisions contained. 

Mr. Byrnes. Is he not talking about the OASI aspect and not the 
disability insurance feature? When you combine the 2 the basic cost 
would be 0.33 percent payroll short which is about $900 million a year. 

Senator Proxmire. That would be a very great deal short. I would 
agree that is an enormous amount of money. But it is my under- 
standing that that is not the case. I have worked carefully with 
Mr. Myers and with the Social Security Administration and it is 
their assurance to me that this bill is self-financing. That is what I 
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asked them. I was willing to impose whatever tax is necessary to make 
it self-financing. 

Mr. Byrnes. Perhaps we can only resolve it by asking Mr. Myers to 
reconcile that statement with his letter to me of June 5, so that at 
least this part of the record would be clear. 

He says here: 

The level-premium equivalent of the increased contribution rate is 2.47 per- 


cent, so that the total cost effect of the proposed changes would be an increase 
of 0.33 percent of payroll * * *— 


this is the important part— 


* * * in the actuarial insufficiency of the system. If the effect on the OASI 
and DI systems is analyzed separately, the net cost effect would be a reduction 
of 0.07 percent of payroll in the actuarial insufficiency of the OASI system and 
an increase of 0.40 percent of payroll in the cost of the DI system. 

The latter increase would considerably more than offset the favorable actuarial 
balance of the DI system shown by our long-range cost estimates on the inter- 
mediate cost basis. 

Senator Proxmire. The answer to that is that that was before my 
amendment of June 16, which is considered in this letter of Mr. 
Myers of June 16, which would reduce the cost of benefits and be 
brought into line. 

Mr. Byrnes. What is your dollar cost, Senator ? 

Senator Proxmire. My dollar cost? I have had it computed, 
Congressman Byrnes, on a percentage basis. I do not have the precise 
dollar cost. It was analyzed by the Administration on that kind of 
a basis, not on a dollar basis. I will get that for you for the record if 
you would like to have it. 

Mr. Byrnes. I may suggest that it is an interesting thing to look at 
because I think that sometimes in the social-security system we are 
speaking in terms of tax rate on gross income and we very often think 
of a 1-percent figure or a 2-percent figure as not very significant in 
the revenue or the cost to the individual. My information from Mr. 
Myers was that the present intermediate cost estimate is approxi- 
mately $8 million a year and that your tax increase and the cost of it 
would be $7.2 billion. 

The effect of what you are suggesting is that we should have a tax 
increase at least to the extent of $7.2 billion. The social-security tax 
is Just as much a tax as any other tax. 

Senator Proxmire. Of course it is. It is an insurance system but 
it is tax, no question about that. I flatly deny the alleged $800 million 
deficit on the basis of the figures that he has given me. I would say 
that it is more than a balance. 

Mr. Byrnes. I am not questioning that there is a deficit. I am 
questioning what the cost of it is, sir, in dollars and cents, getting 
away from the percentage figures, which is approximately $8 billion. 

The tax yield from your taxes would be approximately $7.2 billion. 
That is what the tax aspect of the bill that you have introduced would 
produce in dollars and cents. 

Senator Proxmire. Your $8 billion figure and $7.2 million figure 
were both computed before I introduced my last amendment which 
reduced the cost of my bill. 

Mr. Byrnes. Then we can forget about the $8 billion. But the tax 
you proposed would produce $7.2 billion. 

Senator Proxmire. I have not seen the figures. We disagree on the 
percentages. 
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amr. Byrnes. You have not added to your tax amendment, have 
ou? 
- Senator Proxmrire. I amended it as of May 19, not since then. 

Mr. Byrnes. So that your tax provision still stands as a tax in- 
crease. This tax, Senator, in the first place, varies, does it not, from 
the income tax in that it is a gross tax? 

Senator Proxmire. That is correct. 

Mr. Byrnes. Is it not a tax of every dollar that is earned ? 

Senator Proxmire. That is correct. 

Mr. Byrnes. It is also a tax that under your bill would be applied 
to the first $7,500 of earnings where at present it is $4,200 of earnings. 

Senator Proxmire. That is correct. 

Mr. Byrnes. So that being the case, since it is a gross income tax 
and it is limited to the gross income up to a ceiling of $7,500, the 
impact of that falls primarily on your low-income people, does it 
not ? 

Senator Proxmire. Of course. And the justification for that, the 
only justification for it is that the benefits also go to exactly the same 
people on whom the incidence falls. 

Mr. Byrnes. I understand, though, that you have been suggesting 
that it is this group that is today extremely overburdened with taxes 
and should have relief, and in fact have no savings today; is that not 
correct # 

Senator Proxmire. No; my argument has been that improvement 
in our income-tax system which is not being discussed here and now, 
as I understand, should give benefits on the basis of ability to pay, 
and that from the standpoint of not only tax justice but from the 
standpoint of economy the thing to do is to increase exemptions. 
Then the benefits will go to people who will very promptly spend that 
money. 

Mr. Byrnes. Those are the same people that you are concerned with 
that you would impose this additional burden of the increased social- 
security tax to the extent of taking out of their pockets during this 
coming year or first year it is in effect of about $7 billion. 

Senator Proxmrire. No; that is a completely inaccurate statement. 
That is inaccurate because it would be half from the employer and 
half from the employee. You divide that by two. 

Mr. Byrnes. What about the self-employed ? 

Senator Proxmire. It would apply to the self-employed. But you 
said there would be $7 billion from the people who had low incomes 
and that is not an accurate statement. 

Mr. Byrnes. Is that not the greater proportion of it ? 

Senator Proxmire. It is 50-50, as you know. 

Mr. Byrnes. In view of the gross income aspect of it, in view of 
the fact that there is a limitation up to $7,500 

Senator Proxmire. If we had a system in which the employee paid 
100 percent, paid the entire cost, that would be true. We do not have 
that kind of system. The employer pays half so it is not an accurate 
or true statement that the $7.2 billion would come out of the pockets 
of the people with low incomes. 

Mr. Byrnes. The greater proportion would, would it not? 

Senator Proxmtre. No. It isnot true. Only one-half. 

Mr. Byrnes. What about the self-employed ? 

Senator Proxmire. It depends upon their income. 
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Mr. Byrnes. Up to $7,500. 

Senator Proxmire. Up to $7,500. 

Mr. Byrnes. They pay three-quarters of the combined employer- 
employee rate so they are also in this picture, are they not ? 

Senator Proxmire. They are also in the picture. Of course, it is 
also true that the people who work for $50,000 a year also pay the 
social-security tax up to a certain amount. So it would come out of 
their pockets too. 

Mr. Byrnes. As far as the tax on them I would say it is more 
modest than related to the person with an income of $4,200 because it 
is a gross tax also. 

Senator Proxmire. You and I would be on this side. 

Mr. Byrnes. Have you an idea what the percentage increase would 
be that your bill would provide, the increase in present social-security 
taxes ? 

Senator Proxmire. It would increase it from, as I understand it, 
21% percent to 314 percent. It would also increase from $4,200 to 
$7,500, so it would be a varying percentage increase. 

Mr. Byrnes. I have a table here, Senator, which I would like to 
have put in the record. 

The CuarrMan., At this point ? 

Mr. Byrnes. At this point. 

The Cuarman. Without objection, it will be included at this 

int. 

(Information referred to follows :) 


SUPPORTING DATA 


(Sources: Tables I and II prepared by Legislative Reference Service, Library 
of Congress, June 2, 1958. Table III based on information supplied by Robert J. 
Myers, actuary, Social Security Administration, June 5, 1958:) 


Tas_e I.—Social security taw increase resulting from increased social security 
taz rates contained in 8. 3086, 85th Cong. 





Present Social- 


Annual income social-security| security tax Increase over present 
tax (1958-59)! omen a social-security taxes 
1959)! 


2% percent | 3% percent 


Employees: Amount Percent 
Bs pdincmidihdidhiinintiaksduvinnadé tedden $67. 50 $105. 00 $37. 50 55.6 
li I a as inl einininipe meet 90. 00 140. 00 50. 00 55.6 
NS loi kali Dialed idan wd catirapnchcanal 94. 50 175. 00 80. 50 85.2 
SEE ere 94. 50 210. 00 115. 50 122. 2 
ha hse eapateditn insted wscaerlaatereiatnlteenndiioeas waive 94, 50 262. 50 168. 00 177.8 
336 percent | 5% percent 
Self-employed: 
SRNL i pkandemasveunbbe sh bcniensitedhdbnetaeal $101. 25 $157. 50 56. 25 65.6 
il mnt licindineas 135. 00 210. 00 75. 00 55.6 
Pit ALLL Sh nas egabenisiabnhbesedadamnek 141.75 262. 50 120. 75 85.2 
A o cgiteebetbeorenenbeendeinsanees | 141, 75 315. 00 173. 25 122. 2 
DRI nnpisateaskstetnpenaieacaasinesgonaeane 141, 75 393. 75 252. 00 177.8 





1 Under present law, social-security taxes are collected on annual wages or self-employment income up to 
@ maximum of $4,200. 8S. 3086 raises the maximum base to $7,500 a year, 
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TABLE II.—Increases in Federal income taxes required to equal social-security 
taw increases contained in S. 3086 





Percent in- 

Increase in | crease in in- 

Present social- come taxes 

Annual income Federal in- | security tax | required to 


come taxes ! | under S. 3086| equal social- 
(from table | security tax 
D increase 


under 8S. 3086 
(col. 3/col. 2) 
Employees: 

BGG oncspebtientusepes nights egunipwags wistadeidantine sa $65 $37. 50 57.7 
SNIIIIIT 5.ostecssiocssalceniagin acodeeregeuehia macnatannonapanenaen wae ara ae 245 50. 00 20.4 
CE ss wa nciccatunbcbbahabirababdies eebette Epics 420 80. 50 19.2 
$6,000. - 7 cit : 600 115. 50 19.3 
$7,500 ae ‘ bes 877 168. 00 19.2 

Self-employed: 

3,000....... i wine 65 56. 25 86.5 
$4,000 ‘ “ 245 75. 00 30. 6 
RII 0. carn ena -locusedosnieiopeninvetoelage'ines-ancehilidiaie ean aaa 420 120. 75 28.8 
STII te nesnstiad ctinshdinsndndseadetb tts enindepthann ths aieaiclinsadtisethipaittegtcen 600 173. 25 28.9 
Cp indictebeittindicwteuangtieglenttinnaeniters 877 252. 00 28.7 


1 Income taxes are computed on the basis of adjusted gross income for a married worker with 2 dependent 
children. Taxes for income under $5,000 are taken directly from optional tax table. Taxes for income 
$5,000 and over are computed, using standard 10 percent deduction. 


Tas_e IJI.—Average annual cost of changes in S. 3086 (based on latest inter- 
mediate cost estimate), expressed in dollars: 


Fi SE CITE a os ice estccnr eters tre reo tnaeinnntoteeeneienconn: $8, 100, 000, 000 
2. Increased income (from new taxes resulting from change in 

earnings and increase in tax rates) _---..--------_-----__- 7, 200, 000, 000 
3. Annual Geltiency  Creetel...ncscnteminidwanmeenctiqors 900, 000, 000 


Mr. Byrnes. You notice, Senator, table I shows the increase in 
social-security taxes that an individual will pay under your proposal. 
I call your attention to the fact that a $3,000 employee will have an 
increase of 55.6 percent in his social security taxes and a $7,500 gross 
income employee would have an increase in his social-security taxes 
of 177.8 percent. 

Senator Proxmire. I would agree that there is a very sharp increase 
of this kind, the percentage increase, if you put it that way. However, 
I think that if you put it in the proper perspective it is still an increase 
of 21/4 percent to 314 percent of wages. 

Mr. Byrnes. Do you consider that a modest increase? You talked 
about this being a very moderate increase. 

Senator Proxmire. I say it is a modest increase in terms of the mini- 
mum 20 percent income tax. I say it is a modest increase in terms of 
the enormous importance of social security to people and the feeling 
that they are going to have adequate benefits when they get to be 
65. I would say it is modest under the terms of the great value to our 

eople. I would say it is a very modest increase compared to Western 
eauaues and other successful free economies where they are able 
to pay 7 percent for employees and 7 percent for employers. 

Mr. Byrnes. Let us turn to table II, if you would, Senator. 

Senator Proxmire. All right. 

Mr. Byrnes. That shows the social-security tax increase provided 
relative to a comparable income tax increase. 
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In other words, what this would mean to the average individual, 
let us say a $3,000 employee with 2 dependents. You will find this 
increase is equivalent to a 57.7 percent increase in his income tax. 
He is paying $65 income tax. The increase in this would be $37.50 a 
year of which, in order to get that same increase by income tax, the 
increase would mean that you would have to increase his income taxes 
by 57 percent. 


Senator Proxmtre. Of course the answer to that is that if a person 
were in a small income tax bracket that the principal taxes he pays 
are local property taxes and sales taxes. If you just ‘take his income 
tax and apply to that a relatively modest increase, that results in a 
very heavy proportionate increase, a percentage increase. 

Mr. Byrnes. Do you consider an increase on the $3,000 employee 
with 2 dependents of 57.7 percent an increase in income tax in that 
amount to be a modest increase ? 

Senator Proxmire. Of course it is a heavy percentage increase, 
but I would say the only way to relate this to a figure which makes 
sense is to relate it ot his income. The $37.50 is from a $3,000 income. 
It is somewhat more than 1 percent of his income. That is still a 
significant increase but it is still modest. 

Mr. Byrnes. If a person came out today and advocated an increase 
of income tax of the average employee having a gross income of $3,000 
a year of 57 percent you believe he would be advocating only a modest 
increase in his income tax ? 

Senator Proxmire. Of course, he would be advocating an enormous 
increase. 

Mr. Byrnes. That is really what you are doing here. 

Senator Proxmrre. I am saying that this is a modest increase in 
terms of the benefits. It is a riodest increase in trerms of his salary. 
It is a modest increase in terms of the total tax burden he pays. 

Mr. Byrnes. Is a 20 percent increase or a 19 percent increase in 
personal income tax at this time, even if he has a $7,500 income, 
modest or relatively small ? 

Senator Proxmire. It is a big increase, of course, in his taxes. But 
I think it is unfair, and I think at least it gives an improper perspec- 
tive just to single out the income tax and not talk about his other 
taxes. You have to relate it to the whole tax picture. 

If you have increased the taxes to a person with an income of $25,000 
or $30,000 by 50 percent, it is an enormous increase in the outgo of 
his total income but if you increase the tax of a person with $3,000 
or $2,500 by 20 percent, it is an increase of $5 or $10 or $15. 

Mr. Byrnes. I was under the impression that people of Wisconsin 
feel that the income tax today is a terrifically high tax and terrifically 
burdensome tax. Therefore, I think that an increase which would be 
comparable to 20 percent and up to 86 percent of his present income 
tax would be considered extremely burdensome. 

Senator Proxmire. It all depends upon the income bracket you 
are talking about. 

Mr. Byrnes. I am talking about this lower income bracket because 
that is where the tax really falls. 

Senator Proxmire. You know as well as I do that most of the 
farmers are not able to pay Federal income taxes these days because 
they do not have any net income that is taxable. 
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Mr. Byrnes. Let us say that we have a farmer in Wisconsin who 
has a gross income of $3,000. He would pay a tax, would he not? 

Senator Proxmire. With a gross income of $3,000 he would not pay 
any tax unless he was a very unusual kind of farmer. You said a 
gross income farmer. 

Mr. Byrnes. Gross income. 

Senator Proxmire. A farmer with a gross income of $3,000 would 
not pay. 

Mr. Byrnes. You are right. I am sorry. Adjusted gross income 
is what I am talking about. 

Senator Proxmire. You mean a taxable income. 

Mr. Byrnes. After he takes off his business costs he has $3,000 
left adjusted gross. He pays, with two children, today an income tax 
of $65. Your bill would impose an increase in his social security tax 
of $56.25. This is equivalent to an 86.5 percent increase in his income 
taxes. 

Senator Proxmire. In the first place I am not applying it to income 
tax. I am applying it to social security tax. So the only way you 
could possibly do this fairly is to compare it with all of these other 
taxes and not just single out his income tax. 

It seems to me the fair way to do it is to get the property tax the 
farmer pays and the sales tax he pays, if any, and the various excise 
taxes he pays the Federal Government. Put his whole tax picture 
down and then relate it to that and then you will find that it is a 
painful but modest increase. 

It seems to me just fantastic to take an increase in one tax, say the 
ere tax, and compare this with the income tax he is paying. 

You do not compare it that way. You have to compare it with the 
total tax picture. We are talking about the social security tax. 

Mr. Byrnes. We are talking in terms of tax burden on people. With 
respect to the tax burden imposed by the Federal Government on 
people generally, we must consider both the income tax and the social 
security tax. When you look at that burden in those terms what 
you are going to do in a sense would have the same effect as if we 
passed a bill here increasing the tax on the gross income, adjusted 
gross income of a $3,000 farmer by 86 percent. 

Senator Proxmire. I disagree with you entirely. The Federal tax 
burden on our people with low incomes is not confined to the income 
tax and social security tax. He also pays excise taxes. He also in- 
directly pays corporate income taxes on everything he buys. The 
incidence is divided. It applies to the stockholder, the employee, and 
the customer, as you know. 

Mr. Byrnes. Then he is going to be paying the employer’s share 
that you suggested before we had to forget because he had no part 
in it. 

Senator Proxmire. Asa customer he pays part of it. 

I say the incidence is diverse. He pays part of it. But to say that 
the only Federal income tax that hits the fellow with the small income 
is the Federal income tax and social security is inaccurate. 

Mr. Byrnes. I am talking in terms of this committee. We are 
talking in terms of a direct tax on individuals and on people, income 
tax plus this tax that we have under discussion here today. If we 
think of this in terms of the present income-tax burden, the equivalent 
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income-tax increase for people under $7,500 adjusted gross income 
is anyplace from 19 percent to 86 percent in those taxes. I just 
wonder whether this committee would consider enacting or passing for 
any purpose an increase today on the individual income of that 
proportion on that group. 

Senator Proxmire. Congressman, I want to say this to you and I say 
it very thoughtfully and with complete respect for this committee and 
for you: AsIsaid before I think you area man of integrity. I think 
you are a man who has demonstrated great competence on this com- 
mittee. But I want to say that this kind of analysis is dishonest. 
That is what I meant when I said that your analysis of my proposal 
in the Senate that I proposed $23 billion, which is completely untrue, 
and I have proven again and again it is untrue. I say it is dishonest 
and I say it again. 

Mr. Byrnes. We are still waiting for you to come forth with a table 
justifying that statement and saying what the cost of that legislation 
was. 

Senator Proxmire. You people would like nothing better than to 
put me on the defensive on this issue in this campaign. I am delighted 
to have you fellows argue against my social security proposals. Keep 
it up. 

Mr. Byrnes. Let me ask you this: You propose this as an anti- 
recession measure ina sense. The latter part of your statement makes 
the point that this would aid the economy. 

Senator Proxmire. That is correct. 

Mr. Byrnes. If you take $7 billion out of the economy and then put 
$7 billion back at the same time, where do you find the help to the 
economy ? 

Senator Proxmrre. I think that is a fair and proper question. I 
think it is an intelligent question. The answer to that is that there 
is a difference in the velocity in money. Money spent by the old 
people is spent right away. On the other hand, money that an em- 
ployer has may or may not be spent. In the kind of economy that we 
are operating now, they are conserving their resources and cash bal- 
ances and are not spending their money as rapidly. Therefore, I think 
the net effect of this kind of benefit to the economy would be strongly 
stimulated by high velocity dollars. 

Mr. Byrnes. You are taking a good share of it at least from the 
lower income people. 

Senator Proxmire. It would not be entirely so. The net gain to the 
economy would not be the same as the benefits that are paid because, 
you are right, you are subtracting from the income of the people 
who are paying in. But the employer is also making a contribution. 
I would say that the diminished income by the employer and the em- 
ployee is relatively low velocity compared to the money which goes 
to the old people because they have to spend for they have to provide 
the necessities of life and get them promptly. 

Mr. Byrnes. You have been quoted as saying—I think you said it 
in your statement—something to the effect that a lot of your low- 
income people do not have anything to save, they need more money 
than they are getting now from the employers; therefore, they need a 
tax reduction, which you suggested should take place. 

Senator Proxmire. I do not want you to put words in my mouth. 
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Mr. Byrnes. That would, in effect, be taking out of their paychecks 
the gue that would be necessary to take care of this new tax to be 
imposed. 

enator Proxmire. I simply feel, since I have talked to so many 
people in Wisconsin, as you have, that the overwhelming majority of 
the people are perfectly willing to have this kind of increased deduc- 
tion which they think is modest, and I think is modest in order that 
when they get old they will have improved benefits. 

Mr. Byrnes. Have you ever told them how much in dollars and cents 
the increase is going to be each year on their taxes, Senator? 

Senator Proxmire. I have told them what it is going to be in 
terms of their wages. They recognize it. The people are more 
intelligent and better informed on social security than any other 
Federal law. They know more about it. They have thought more 
about it. They have asked more intelligent questions. 

Your mail and my mail and the mail of almost every Congressman 
and Senator that I have talked to is very heavy on social security. 
They know the cost as well as the gain. 

Mr. Byrnes. I hope they do. The only thing that I worry about 
is, Senator, that the information is more on the benefits side with a 
tendency to soft pedal thie cost of the program which is also coming 
out of their pockets. That is why it 1s my hope that we can focus 
attention on both sides of the coin so that then the people will make 
the right decision. 

Senator Proxmire. I think you perform a very good service and 
a responsible and proper service in doing that. There is no question 
of the fact that with the withholding tax,whether it is an income tax 
or social security tax, that the cost is not felt directly and is not ac- 

‘knowledged as widely as perhaps it should be. You are perfectly 
right to talk about it. All I ask, though, is that you relate it to the 
total picture and not pick out a statistic which does not give an honest 
picture. That is all. 

Mr. Byrnes. I think any comparison people will make is what they 
understand the best. I think most people today that I have had any 
contact with recognize the burden that is placed on them by income 
tax and then understand other taxes in relation to it. 

That is all. 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. Exsernarter. I want to make an observation, Mr. Chairman, 
after this friendly colloquy between the Senator from Wisconsin and 
our good friend Congressman Byrnes. 

Senator Proxmire. Once again at the conclusion of this colloquy I 
want to say that I do have admiration of the integrity and ability of 
the Congressman from Wisconsin. 

Mr. Esernarter. I am sure he has high regard for you, Senator, 
as we all do. It seems to me that both of you omitted calling atten- 
tion to what I think a very important factor, and that is that social 
security taxes are to some extent an investment by the employee, an 
investment to be considered as buying future security. That is the 
social security tax. Whereas, with respect to the income tax all the 
money is spent by the Government every year. Here we have a trust 
fund to guarantee to some extent the future security of the employee. 
That is the fundamental difference between the two taxes. 








164 SOCIAL-SECURITY LEGISLATION 


Senator Proxmire. I think that is an excellent point. The enor- 
mous gain and peace of mind just cannot be measured in tangible 
terms. 

Mr. Exsernarter. I think that is the reason I have had the impres- 
sion that almost all the employees are willing to pay more taxes on 
social security where they are unwilling to pay more taxes in income 
tax. 

That is my impression. 

Mr. Kine. Will the gentleman yield? 

Senator Proxmie. I will agree with the Congressman from Penn- 
sylvania. 

The Cuarrman. Mr. King will inquire. 

Mr. Kine. What you mean I believe, Mr. Eberharter, or putting it 
another way, is that the average man who insures himself or buys 
an annuity would not consider his premiums in the same category as 
his taxes, whether to his local or to his State or National Government. 
It is set apart, would you not say so? 

Senator Proxmire. That is a perfectly valid and excellent distinc- 
tion. The fact is that this is an insurance system. This is a premium 
that he is paying. His employer is paying a part of the premium. 
It is entirely different from income tax. It is a benefit that comes 
back to him. He is buying something for himself. 

The Cuarrman. Mr. Machrowicz wants to inquire. 

Mr. Macnrowicz. I want to compliment the gentleman for his very 
fine statement. I was impressed with his statement and I want to 
say that I am also impressed with the colloquy that we have had. 
I want to compliment the people from Wisconsin for having a Sena- 
tor such as you present the case so very well. 

Senator Proxmmer. Thank you very much. I am deeply flattered. 

The Cuarrman. I apologize for having to leave the room during 
the course of your statement. 

We do appreciate you coming to the committee this morning and 
giving us the benefit of your views on this subject. 

Senator Proxmire. Thank you very much for your kind words, 
Chairman Mills. 

The CHatrmMan. We will now recess until 2 o’clock this afternoon. 

(Thereupon, at 12:10 p. m., the committee recessed to reconvene 
at 2 p. m., same day.) 

AFTER RECESS 


(The hearing was resumed at 2 p. m., Hon. Wilbur D. Mills, chair- 
man, presiding. ) 

The Cuatrman. The committee will please come to order. 

The first witness this afternoon is Mr. George McLain. 

Mr. Krocu. Mr. Chairman, before the gentleman begins, I wonder 
if I might persuade the committee to permit my colleague, Represent- 
ative Dollinger, of New York, to insert a short statement in the record 
following Senator Proxmire’s ‘statement. 

The Cuarrman. Without objection, it will appear in the record at 
that point. 

Mr. Keocu. I mean following anything relating to the statement 
of the Senator. 

woe CuarrMan. Without objection, it will be so included in the 
record. 








SOCIAL-SECURITY LEGISLATION 165 


(The statement is as follows :) 


STATEMENT OF REPRESENTATIVE ISIDORE DOLLINGER, OF NEW YORK 


Mr. Chairman and members of the Committee on Ways and Means, it is a 
shocking reality that millions of our elder citizens, dependent upon social se- 
curity benefits for their existence, do not have enough to eat, cannot afford 
necessary medical care, hospitalization, or nursing care; are deprived of many 
essentials, so that their standard of living is plummeting to new depths. We 
are proud to call ours a land of plenty. How, then, can we, in good conscience, 
close our eyes to the sad plight of those countless older persons, who, having 
worked hard during their younger days, are now the main victims of ever- 
increasing living costs. Mounting evidence proves that present social security 
benefits are grossly inadequate to meet even the barest necessities of life. I 
have received hundreds of letters describing pitiful circumstances and hardship 
being suffered by older people in my district; petitions bearing thousands of 
names of those who need our help, have been sent to me, and I have turned them 
over to your committee for consideration. I feel certain that all my colleagues 
have received similar pleas from the elder citizens they represent. 

There are many bills before your committee which provide for liberalized 
benefits, which would institute new programs, and which contain numerous new 
meritorious provisions. I wish to emphasize those provisions which would meet 
the most pressing needs and which demand our immediate favorable action. 

First of all, cash monthly benefits must be increased at least 10 percent; 
this would mean that a single individual or a family unit now receiving social 
security benefits would receive at least a small increase in monthly benefits. 
Ten percent is the minimum increase to be considered ; nothing less will help to 
meet the all-time high cost of food, to mention but one essential. 

A dire necessity is a program of health benefits to cover the cost of certain 
hosiptal, nursing home, and surgical services for those receiving old-age and 
survivors insurance benefits and for persons who would be eligible for OASI 
benefits if they applied. This vitally needed protection should be provided 
within the framework of our national system now established as the American 
way of protecting our workers and their families against hazards of income 
loss due to old age, disability or death. The health program proposed would be 
of great assistance to those aged persons and to widowed mothers of young 
children who now cannot obtain or afford private insurance and cannot meet 
the expense of illness. They should receive necessary hospital care, subsequent 
skilled nursing home care, and surgical care as needed. 

The health program, its insurance coverage and financing, as provided in the 
Forand bill, has my stanch support, and many thousands of my constituents 
have requested its passage. 

I also urge your committee to take favorable action on proposed legislation 
which would provide that full benefits under the Social Security Act, when based 
upon the attainment of retirement age, will be payable to men at age 60 and to 
women at age 55. I introduced a bill providing for this revision of the law, 
which would lend a helping hand to our aging population and create additional 
job opportunities for our young people. Many persons reaching the ages speci- 
fied, would prefer to retire if they could receive the financial assistance afforded 
by social security benefits. Their retirement would mean jobs for our young 
people all over the country as they come out of school and are ready for work, 
as well as for others desperately in need of employment. We should also con- 
sider that it is practically impossible for the average person over 45 years of 
age to get a job. According to a Department of Labor survey, 3 out of every 4 
employers refuse to hire persons of that age. 

Inasmuch as this vicious ban exists, our older workers, when out of a job, face 
desperation and humiliation in their search for work. If they can receive social 
security benefits at the ages specified in my bill, many will not seek jobs and 
will thus make work available to millions of younger people. 

I have also introduced a bill to remove the limitation upon the amount of 
outside income which an individual may earn while receiving benefits under 
the Social Security Act. Many persons receiving social security benefits have 
dependents and heavy obligations; they cannot possibly fulfill their obliga- 
tions unless they work and supplement the amount received under social se- 
curity. The existing limitation is very unfair and imposes grave hardships. 

We should also eliminate the requirement that an individual must have at- 
tained the age of 50 in order to become entitled to disability insurance bene- 
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fits. Disabled workers under 50 are, in many cases, completely destitute and in 
need of financial assistance. They are entitled to the benefits of social security 
when they can no longer take care of themselves. My bill would protect these 
workers, who must depend upon social security for their very existence. 

Other bills I have introduced would increase the amounts payable by the Fed- 
eral Government to States having approved plans for old-age assistance, and 
would provide that entitlement to State workmen’s compensation benefits shall 
not prevent an individual from receiving full disability insurance benefits. 

In considering amendments to the Social Security Act, it is imperative and 
only fair that we remember that we are weighing the fate of our great indus- 
trious body of American workers—not the indolent. We should help those who 
have done all in their power to help themselves; who have paid for their old- 
age insurance; who have economized and saved against the day when they would 
be too old to work or obtain employment, and who, through no fault of their own, 
are now in desperate straits, because of the tremendous economic changes which 
have taken place in our country. 

These are the people who will starve rather than ask for bread, who will 
suffer pain and illness rather than beg for medical aid, who would abhor asking 
for welfare aid, no matter what their suffering might be. These are the people 
who, in the prime of their lives, constitute the very backbone of America. 

I urge your committee to take favorable action on proposed amendments to 
the Social Security Act which would provide the benefits so greatly needed and 
so much deserved by our older citizens. We must not desert them, but must 
accept and discharge our responsibility to them, and help restore their sense of 
well-being, their morale, and a decent standard of living which is rightfully 
theirs. 

The CHatrman. The next witness is Mr. George McLain. Mr. 
McLain, will you please identify yourself for the record by giving 
us your name and address and the capacity in which you appear, 


please ? 


STATEMENT OF GEORGE McLAIN, PRESIDENT OF THE NATIONAL 
INSTITUTE OF SOCIAL WELFARE, WASHINGTON, D. C. 


Mr. McLarn. Mr. Chairman and members of the committee, my 
name is George McLain, and I am president of the National Institute 
of Social Welfare, with offices at 200 C Street SE., Washington, 
D. C., with main headquarters at 1031 South Grand Avenue, Los 
Angeles, Calif. On my left is Frankie Childers, my legislative 
assistant. 

By way of identification, let me say that the National Institute of 
Social Welfare is a nonprofit corporation, set up specifically to re 
resent the aged, blind, physically handicapped and dependent chil- 
dren on the local, State, and national \ovel. It has been our job 
through the past 17 years, to work in behalf of America’s aged and 
needy citizens, most of whom depend entirely upon the social] security 
and public assistance programs for their survival. 

It was, therefore, with great joy that our people greeted announce- 
ment of the committee hearings on the more than 400 bills introduced 
in this Congress relative to the Social Security Act. 

In the interest of conserving the committee’s valuable time, I will 
keep my testimony brief and directed solely to objectives which can 
be immediately realized. However, may I request permission to sub- 
mit supplementary material before the hearings are concluded and 
ask that it be inserted in the printed record of the hearings immedi- 
ately following my testimony ! 

The Cuarrman. How voluminous would it be? 
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Mr. McLarn. Not very voluminous, and we would like to go a 
little more into the points. 

The CuarrmMan. Without objection, it will appear at the end of 
your testimony of today. 

Mr. McLain. Thank you. 

I draw your attention particularly to H. R. 9567, introduced late 
last session by the Honorable Aime J. Forand. 

Mr. Foranp. Right there may I say I think you mean 9467. 

Mr. McLain. Thank you. 

We offer our enthusiastic support of its provisions as immediate 
relief for millions of distressed citizens. As you all know, H. R. 
9467 has impressively commanded wide interest and support since 
the day of its introduction. Unfortunately, certain of its humane 
provisions also stirred up pt protest from some quarters, princi- 
pally, the American Medical Association. 

In view of the financial straits in which the majority of our elderly 
people on social security live, it is not surprising that the Forand 
proposal was greeted with immediate nationwide support. Neither 
was it surprising that H. R. 9467 brought forth loud screams from 
the AMA. (Historically the ominous hornet’s nest which hangs 
heavy over the whole Social Security Act.) 

No reasonable person can argue against the justice of oe 
OASI benefits by an average of 10 percent. It’s only a matter o 
simple arithmetic, to realize that this little amount hardly covers the 
increased cost of living. The present scale of payments was estab- 
lished in 1954. 

In this very session, Congress has already recognized the cost-of- 
living problem by granting increases to all Government employees. 
If anyone, in this whole wide world really needs increased income 
to offset increased living costs, it is the people over 65. Two-thirds 
of them now exist on income of less than $1,000 per year. 

For all practical purposes, I realize that the Forand proposal, or 
one similar, should have the greatest chance of passage in this session 
of Congress. This committee, in the not-too-distant future, must 
ey serious consideration to a substantial increase in social-security 

nefits in the lower brackets. A clause basing increases or decreases 
on a cost-of-living index, should be included. This cost-of-livin 
technique was originated by Denmark after the first World War sad 
has now been widely and successfully copied in socially alert coun- 
tries throughout the world. 

The costs of medical care have skyrocketed. Even the American 
Medical Association must admit to this fact. The pressing problem 
of low-income groups has always been, “How are we going to pay the 
doctor bills?” Hospital costs have increased by 285 percent. Physi- 
cians’ charges by 87 percent since World War IT. his problem has 
increased each passing year. Not a single solution has been found, 
or even attempted. The eternal alarmists, whose cry of “Socialized 
medicine” sounds out at the very hint of public interest in public 
health through government action, have not come forth with any solu- 
tions or constructive suggestions. 

Recognition of the need for health insurance is as old as the Social 
Security Act itself. Here is an excerpt from the report submitted to 
this committee in January 1935, by the committee on economic secu- 
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rity created under order of President Franklin D. Roosevelt for the 
es anre of drafting recommendations toward enactment of the Social 
ecurity Act: 

As a first measure for meeting the very serious problem of sickness in families 
with low income we recommend a nationwide preventive public health program— 

The second major step we believe to be the application of the principles of 
insurance to this problem. We have enlisted the cooperation of advisory groups 
representing the medical and dental professions and hospital management in the 
development of a plan for health insurance which will be beneficial alike to the 
public and the professions concerned. We have asked these groups to complete 
their work by March 1, 1935, and expect to make a further report on this sub- 
ject at that time or shortly thereafter * * *. 

Gentlemen, that was 23 years ago. Sufficient time has elapsed, to 
complete the most comprehensive study ever attempted of a known 
problem. But, in these 23 years, what progress has been made? The 
medical profession has persisted in an almost violently negative ap- 
proach, while Congress has been intimidated by their incessant para- 
noia. Hence, not even a start has been made toward alleviation of 
the suffering which is compounded with each passing day. 

H. R. 9467 would offer limited health insurance protection to many 
who need it the most, old-age and survivors insurance beneficiaries. 
You gentlemen must recognize the desperate need of such protection. 
Twenty-three years’ experience with the Social Security Act abso- 
lutely dictates acceptance of this nominal beginning toward a healthy 
America. 

While the National Institute of Social Welfare is vitally concerned 
with needed improvements in title I, of the Social Security Act, we 
are perhaps even more concerned from an economic and humanitarian 
aspect, with the neediest of our citizens—those who must depend en- 
tirely upon the inadequate and unjust public assistance programs. 

Recent history of Ways and Means Committee action, reveals a 
startling lack of attention to these 5 million needy individuals. Sena- 
tor Russell Long pointed this out during debate on the unemployment 
compensation extension when he offered an amendment to increase 
Federal funds for Public Assistance: 

The House of Representatives has not sent the Senate a public welfare bill 
in the past 10 years. It has sent to the Senate two social-security bills, but no 
public welfare bills. 

The House now faces a wonderful opportunity to act in this area 
beginning with this committee hearing. I make a solemn plea that 
you gentlemen give every consideration to providing an increase in 
Federal funds for our worthy aged and needy people on public as- 
sistance. The Long amendment would grant up to $7.50 per month 
cost-of-living increase to the aged, blind, and physically handicapped. 

It is a sound, practical proposal to give some immediate relief in 
this area. Introduced in the Senate on May 26, with 33 cosponsors 
it narrowly missed Senate passage by a 40-40 tie vote on May 28. I 
believe that its hairline defeat was due primary to the arguments that 
(a) if amended, the emergency unemployment measure would be held 
up in conference, and (0) that the amendment had not been heard 
in the House or Senate committees. 

It will doubtless be argued that Congress approved an increase in 
Federal funds for public assistance 2 years ago. In that regard, may 
I remind the committee that the amendment which provided this 
increase was also sponsored by Senator Long as a Senate addition to 
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the Social Security Amendments of 1956, and as passed by that body, 
provided for a maximum $7.50 increase. 

This increase was chopped down to $4 when it came out of the 
Senate-House conference. The increased cost-of-living has com- 
pletely negated the relief it was to afford. 

It must also be remembered that in 1954 Congress granted a $5 
increase to beneficiaries of old-age and survivors insurance benefits, 
without providing a corresponding increase in old-age asssistance. 
Hundreds of thousands of elderly people whose small social-security 
checks must be supplemented by silage assistance received no benefit 
whatsoever. While their social-security payment was increased by 
$5, their old-age assistance was decreased by $5. 

Since enactment of the public assistance section of the Social Se- 
curity Act. Congress has been concerned with the low benefits given 
our needy aged, blind, physically handicapped and dependent children 
and has, on several occasions, passed legislation to increase Federal 
contributions to the States for this program. 

However, while considering the financial needs of recipients under 
the program and making some small progress toward solution of this 
grave problem, Congress has given no assurances that our needy cit- 
izens will be treated humanely under administration of the Public 
Assistance Act. Herein lies the major cause of agitation among our 
elderly and needy citizens across the country. 

If Congress is to be truly concerned with the plight of our public 
assistance recipients, then it must; not only endeavor to provide 
financial assistance, but it must seek to safeguard them from undue 
harrassment and intimidation in the receipt of such aid and restore 
to them their right of human dignity. 

Recognizing this need, a distinguished member of this committee, 
Cecil King, has for several years sponsored bills designed to, not only 
provide more adequate financial assistance, but also to establish a 
Federal standard of qualifications for the applicants and recipients. 
Congressman King’s bill is H. R. 5129, and I would also call your 
attention to the fact that over 60 Members of the House and Senate 
have sponsored similar legislation. 

On April 4 of last year, Congressman James Roosevelt and Senator 
Hubert Humphrey introduced companion bills, H. R. 6611 and 8S. 
1793, titled “Humanitarian and Old Age Rights Act.” Some 50 Con- 
gressmen joined Mr. Roosevelt in House sponsorship of this measure 
and 8 colleagues coauthored Senator Humphrey’s bill. Outstanding 
features of the bill include: 

1. That the age requirement for old-age assistance recipients shall 
be the same as that established for old-age beneficiaries under title 11 
of the Social Security Act. 

2. The aged and handicapped on public assistance would be allowed 
to earn up to $50 per month; and the needy children up to $30 per 
month to supplement their assistance checks. (The blind are already 
permitted to earn $50 without penalty of reduction in aid.) 

3. Recipients may own a home free from the imposition of a lien. 

4. Household furnishings and reasonable insurance policy or burial 
arrangement is exempt. <A floor is established under the amount of 
personal property which a recipient is allowed to have. 

5. Elimination of the practice of enforcing collections from the 
relatives of recipients. 
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6. The program is to be administered by each State so as to insure 
uniform treatment of the needy in all its political subdivisions. 

7. Prohibits publishing the names of recipients. 

8. Reduces the State-imposed residence requirement now allowed 
by the Federal Government from 5 years to 1 year. 

9. No person receiving such public aid shall be deemed a pauper 
and no warrant drawn in payment shall contain any reference to 
indigency or pauperism. 

10. There shall be no discrimination because of sex. 

11. The value of any United States surplus food made available 
will not be deducted from the recipient’s aid. 

Gentlemen, I won’t attempt to justify all these features here today, 
but I do want to mention five specific ones which could aacenalls 
be enacted now by this committee, in addition to increased payments. 

You are, of course, well aware that the 1956 Social Security Amend- 
ments lowered the age for women under the old-age and survivors 
insurance program to 62. Unfortunately, the same age qualification 
was not applied to women under the old-age assistance program. 
This age differential has caused great hardships in thousands of cases 
where women are forced to accept their meager social security checks 
at 62 and are not old enough to apply for necessary supplemental aid 
under the old-age assistance program. This piecemeal approach 
causes much confusion, at the very least, and misery in the extreme. 

It, therefore, seems only logical that the age requirement under 
both programs should be compatible. 

The 1956 Social Security amendments, as they emerged from the 
Senate, also included two other important provisions which were 
stricken from the bill in conference. The most vital one would have 
permitted recipients of old-age assistance to earn up to $50 per month 
without deduction in aid. The Senate voted 56 to 32 for adoption of 
this amendment sponsored by Senator Paul Douglas. 

The other amendment, adopted unanimously by the Senate and 
stricken from the bill in conference, without explanation, provided 
that: 

There shall be no discrimination on account of sex in the issuance of old-age 
assistance. 

Many people are shocked, and rightfully so, to learn that in many 
States women are budgeted less for certain necessities of life than 
men. 

I certainly feel that this committee is morally bound to give these 
two provisions thorough consideration since the Senate has already 
overwhelmingly approved both. 

The fourth point I would press upon the committee for immediate 
consideration is the unqualified provision in Federal law that all out- 
side income, earnings, and resources must be taken into consideration 
when granting aid under the public assistance program. 

This has been construed by the Federal department and States to 
mean that an old person, who has been conscientious and thrifty, dur- 
ing his life by providing himself with a home is penalized for having 
done so. A deduction is made from his old-age assistance grant be- 
cause he occupies his own home. This is the rankest kind of injustice. 
It can, and should be corrected now by this committee. 
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As the fifth immediate objective, particularly in view of the current 
economic depression and its inherent evils of misery and want, I 
recommend that Congress take a thorough look at that part of the 
public assistance program which allows States to impose a 5-year resi- 
dence requirement on applicants and recipients. 

While this might conceivably have been necessary 23 years ago, 
it is completely out of step with the mobile society of 1958. This 
clinging to the static, rigid qualifications born out of Queen Eliza- 
beth’s poor laws creates startling results. Thousands of destitute 
American families in every part of the country, are disowned by 
county, State, and Federal Governments under the harsh residence 
requirement. 

We suggest that such a requirement be completely forbidden, or 
at the very least, reduced to a maximum of 1 year. 

It is my belief that Congress has delayed far too long in taking into 
consideration the vast number of people who are destitute and yet who 
cannot meet qualifications established for receipt of public assistance 
funds under any 1 of the present 4 categories which include: Aid to 
the aged, aid to the blind, aid to the physically handicapped, and aid 
to dependent children. 

Naturally, the present economic depression has been felt most deeply 
by this group of people, simply because there is no State or Federal 
program to act as a cushion for their economic downfall. Reports 
from across the country indicate that county welfare offices are 
jammed, relief rolls are swollen by people who can qualify for some 
measure of county relief. At the same time hundreds of thousands of 
desperate people have been turned away without any aid, because 
either county funds were exhausted or county rules and regulations 
prohibit such individuals from receiving assistance. 

As an immediate solution to this grave problem, we heartily endorse 
Congressman Thomas P. O'Neill, Jr.’s bill, H. R. 11678, which would 
establish a new category “Title XVI: Grants to States for General 
Assistance.” 

I, and many others, have long maintained that such a new chapter 
should be added to the public assistance sections of the Social Secur- 
ity Act. The need for this was evident during fairly high employ- 
ment. Now that our Nation faces its greatest economic crisis in nearly 
two decades, such action would appear almost mandatory. 

In conclusion may I urge that the committee take immediate action 
to provide desperately needed cost-of-living increases in both the 
OASIT and public assistance sections of the Social Security Act, so 
that the Senate will have an opportunity to act before this Congress 
adjourns. 

In addition to increased payments, I have tried to outline humani- 
tarian amendments which I believe can most legitimately claim a right 
to quick action this session. 

We are well aware of the committee’s crowded agenda during the 
past few years. Consequently, it has had far too little time to ade- 
quately assess the plight of our elderly and needy who come under 
the Social Security Act. We realize that action in this session of 
Congress cannot be taken on all of the 400 bills referred to the com- 
mittee. But I sincerely hope that a full and comprehensive study may 
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be scheduled early next year either by the full committee or by a 
subcommittee of its members. 

As President Roosevelt’s Committee on Economic Security observed 
23 years ago: 


A piecemeal approach is dictated by practical considerations, but the broad 
objectives should never be forgotten. Whatever measures are deemed imme- 
diately expedient should be so designed that they can be embodied in the com- 
plete program which we must have ere long. 


Thank you for this opportunity to appear and for your very kind 
attention to the views of our organization. 

The Cuarrman. Are there any questions of Mr. McLain? 

Mr. Foranp. I don’t have a question, but I want to commend Mr. 
McLain for a well thought out presentation of the facts as they exist 
today and the need for prompt action to try to remedy many of these 
defects you have pointed out. 

Mr. McLain. Thank you very much. 

Mr. Kine. I merely want to concur in what our member, Mr. 
Forand, has said, with respect to Mr. McLain’s statement. I believe 
that this repr esents the 20th year, more or less, that Mr. McLain has 
striven to assist people who are not able to bring their difficulties to us. 

The Cuarrman. We wish to commend you for bringing your ideas 
to the committee. 

Mr. McLatn. Thank you. 

(The following material was filed with the committee :) 


SUPPLEMENTARY MATERIAL ON SociaL SECURITY BY GEORGE MCLAIN, PRESIDENT, 
NATIONAL INSTITUTE OF SOCIAL WELFARE, WASHINGTON, D. C. 


The National Institute of Social Welfare confined its oral testimony to changes 
in the social-security law which could readily be approved in this session of 
Congress by the Ways and Means Committee. However, we respectively submit 
further suggestions trusting committee members will be able to devote the time 
and energy necessary for their thorough evaluation in the near future. 


OLD-AGE AND SURVIVORS INSURANCE BENEFITS 


Since inception of the Social Security Act, old-age benefits under the annuity 
plan were meant to bear some relation to prevailing wage standards, thus enabling 
retired workers to maintain a fairly decent standard of living. Going back to 
Ways and Means Committee hearings on the Economic Security Act in 1935, we 
find that the “Committee on Economic Security” made this observation: 

“Contributory annuities are unquestionably preferable to noncontributory pen- 
sions. They come to the workers as a right, whereas the noncontributory pen- 
sions must be conditioned upon a ‘means’ test. Annuities, moreover, can be ample 
for a comfortable existence, bearing some relation to customary wage standards, 
while gratuitous pensions can provide only a decent subsistence.” 

Unfortunately today, old-age benefits under title I, fall woefully short of provid- 
ing even a decent subsistence, much less a comfortable existence. 

Compare the average OASI benefit of $65 per month with the current minimum- 
wage standard of $1 per hour. Or, roughly $173.33 per month on a 40-hour-week 
basis. The average old-age payment is just a little over one-third the amount 
which has been determined by Congress to be the absolute minimum on which 
an employed person can live. Even the maximum payment of $108.50 per 
month, is barely two-thirds of the minimum-wage standard. The minimum old- 
age payment of $30 per month amounts to only a bit over one-sixth of the 
minimum-wage standard. 

Viewed in this light, one can readily see Congress appalling failure in 23 years 
to even come near peOraTees a decent subsistence for America’s retired workers. 
It is also apparent that 23 years of failure demands a new look * * * a fresh 
dynamic approach toward solutions of our country’s most pressing domestic 
problems. 
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Ample precedent, and certainly sound reasoning, exists for suggesting that 
OASI benefits bear realistic relation to the minimum-wage standard. Maximum 
payment should be on a par with this standard. Minimum payment should be, 
at the very least, 60 percent of basic minimum wages. This would bring the 
minimum old-age benefit to a little over $100 a month. Certainly not an unredsen- 
able or impossible goal. 

FINANCING 


Financing must, of course, be of initial concern in consideration of any 
changes in the Social Security Act. However, as long as Congress persists in 
running the social-security program on actuarial policies, dictated by regular 
insurance-company standards, its benefits will always be inadequate and the 
people, who must need help, will continue to receive the least. 

Indicating the folly of this approach is the fact that at least 34 countries have 
found it necessary and advisable to provide some government financial partici- 
pation in old-age insurance programs. These include: Argentina, Australia, 
Austria, Belgium, Brazil, Chile, Costa Rica, Cuba, Denmark, Dominican Republic, 
Heuador, Finland, France, Germany, Greece, Iceland, Iraq, Israel, Italy, Japan, 
Luxembourg, Mexico, Netherlands, New Zealand, Norway, Panama, Paraguay, 
Peru, Philippine Republic, Poland, Sweden, Switzerland, and Thailand. 

In addition to these, several others have very liberal pensions financed entirely 
out of public funds. Among these are Great Britain and Canada, which pay such 
pensions in addition to insurance benefits provided through regular employer- 
employee contributions. 

Since the majority of these countries are recipients of our foreign aid, the 
American taxpayer is indirectly subsidizing the elderly people of half the world. 
But, the mere mention in this country of subsidizing our own old-age insurance 
program sets up a chain reaction of horrified howls. The most bombastic of 
these come from interests who are, themselves, recipients of huge Government 
subsidies. 

It is most distressing that Government subsidy is evidently considered “wrong” 
only when it has humanitarian (as well as economic) merit, such as in the eld- 
age field. No one seems too concerned when Congress votes $700 million or 
more in subsidies to the railroads; direct or indirect subsides to the airlines; 
shipping companies and builders; farmers, mine operators, utility companies, 
oil barons, just to name a few. 


PUBLIC ASSISTANCE 


Congress has never really taken a good, thorough, look at the plight of our 
needy citizens under the public-assistance section of our Social Security Act. 
When it does, its findings will reveal that complete renovation is long overdue, 

More than any other group, our needy people are tragic victims of the inflation 
spiral. The average old-age-assistance payment of $60 a month can’t be said 
to come anywhere near providing for even the basic needs of our elderly people. 
And yet, Congress itself imposes a $60 ceiling on the matching of Federal funds 
with States. 

A more equitable distribution of Federal funds can, and must be, found. As 
a starter toward this, we direct the committee’s attention to H. R. 5129, authored 
hy the Honorable Cecil R. King. 

Under present law, the Federal Government puts up $24 with the State’s share 
being $6 of the first $30 for aid to those qualified under the public-assistance 
sections of the Social Security Act for old-age assistance, aid to the blind, and 
aid to the physically handicapped and totally disabled. On any payments made 
by the States to recipients over $30, but under $60, the Federal Government 
does not share in any contribution above $60, thus imposing a ceiling. 

This ceiling acts as a deterrent to States in paying an amount of assistance 
consistent with a decent standard of living. More than half the States have 
found it necessary to go above the $60 ceiling in providing for assistance cases. 
The remainder, mostly low per capita income States, are unable to match even 
up to $60 per month. 

For this reason, H. R. 5129 proposes a system of Federal contributions whereby 
payments to States would be based on the per capita income of the States. It 
also removes the ceiling on the Federal-State matching formula. Under this 
system, those States, whose per capita income 4s the same as or greater than 
that of the continental United States, would continue to match assistance pay- 
ments on a 50-50 basis with the Federal Government on any amount above $30 
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per month. (The present basic formula whereby the Federal Government puts 
up $24 to the State’s $6 of the first $30, would be retained.) 

To help the needy in those States, whose per capita income is lower than that 
of continental United States, Federal contributions (on payments above $30) 
would be figured on a percentage basis with Federal contributions ranging from 
50 to 75 percent, depending upon the per capita income of such State. 


PERMANENT STATUS 


It must be a further-accepted fact that the public-assistance program is here 
to stay * * * at least for several decades. Its slipshod treatment can be par- 
tially blamed on the mistaken theory held by some, that it is only a temporary 
thing. Just how this mistaken theory came into being is difficult to assess, par- 
ticularly in view of the fact that the first “Committee on Economic Security” 
report in 1935, stated the case plainly as follows: 

“Contributory anuities can be expected in time to carry the major, but under 
the plan we suggest, never the entire, load, until literally all people are brought 
under the contributory systems, noncontributory Pensions will have a definite 
place even in longtime old-age-security planning.” 

The recently acquired congressional habit of placing even the most meager 
increases in Federal funds on a short temporary basis is a bad one, and should 
be replaced with the solid approach of building a sound humane program. 


SOCIAL-SECURITY COMMITTEE 


In my oral statement, and in this supplementary material, I have tried to 
outline many of the grievances the elderly and needy bear and offer partial 
solution to correcting them. However, I believe that only thorough and con- 
tinuing study by the Congress of the United States can finally produce a really 
fair and adequate program. 

Congressional attention to the Social Security Act throughout its history has 
been spasmodic and sometimes even erratic. This has resulted in gross injus- 
tices to 15 million people who today are directly and vitally affected by it * * * 
not to mention the millions of people indirectly interested in its improvement. 

Due to the great load of extremely important work for which the Ways and 
Means Committee must be responsible, it’s unfortunate that the social-securiy 
program has to be included as just one of its many vital functions. Certainly, 
a program so directly affecting the day-to-day welfare of every man, woman, and 
child in this country, deserves more than a possible 2 weeks’ consideration every 
2 years. 

The only immediate answer to this dilemma would appear to be the appoint- 
ment of a Subcommittee on Social Security which could operate with a specially 
trained staff and utilize the congressional session plus adjournment time to 
coordinate the facts and make recommendations to the full committee. 

This would release the full committee from the necessity of sitting en mass 
to consider even the most minor changes. 

I would strongly urge that such a subcommittee start first with the public- 
assistance sections of the Social Security Act, without a doubt the most complex 
program of all. The subcommitee should be invested with all necessary congres- 
sional powers to assure obtaining necessary facts involving public assistance and 
its administration on the Federal, State, and local level. 

Public hearings should be held in representative States to hear the views of 
administrators, social welfare groups, and, most important of all, the recipients 
themselves. 


STATEMENT BY JOHN F. ARCHDEKIN, PRESIDENT, THE MissourI SociaAL WELFARE 
LEAGUE, St. JosePH, Mo. 


To the Honorable Chairman and Distinguished Members of the House Ways and 
Means Committee: 

Gentlemen, I regret that it is not expedient for me to appear before your 
committee and testify regarding the bills now before your committee concerning 
social security, old-age assistance, and blind aid. 

Due to the immense number of bills (over 400) that have been introduced in 
Congress in the interest of social welfare, it would not be practicable to try to 
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discuss each individual bill at this time. Old-age assistance increases and side 
benefits, such as hospitalization, medical care, etc., are provided in a number 
of these bills. I would especially urge you to give full and complete attention 
to these bills to the end that we get a nice increase in the amount of Federal 
contributions to old-age assistance. Be it remembered that the senior citizens 
of this Nation have paid the taxes to support the Government, have fought its 
wars, and have done all the things necessary to make this the wealthiest nation 
on earth. Many of these persons through misfortune and due to advancing 
age, are unable to support themselves. The steady increase in the cost of living 
from month to month have put these persons in a precarious position. We 
believe that it is far more sensible to liberalize assistance to these persons who 
are largely dependent upon the State for support than to give away immense 
sums of money and other grants to foreign countries. Let us first provide for 
the comfort and welfare of our dependent old people. They are the ones who 
deserve favors from their Government. 

On behalf of the Missouri Social Welfare League and the officers and members 
thereof, I respectfully urge your committee to take immediate action on the 
matters above set out and make a favorable report to the House. 


STATEMENT OF MISS NELL F. STEPHENS, WASHINGTON, D. C. 


Miss Steruens. Mr. Chairman, I am Miss Stephens, and I would 
like to submit for the record a statement. 

The CHatrman. Do you want to have it included in the record ? 

Miss SrepHens. Yes, sir. 

The Cuatrman. Without objection, we will receive your statement. 

(The statement is as follows :) 

WASHINGTON, D. C., June 17, 1958. 
Hon. WIitzur D. MIr1s, 
Chairman, House Ways and Means Committee, 
New House Office Building, Washington, D. C. 

Mr. CHAIRMAN: In behalf of all peoples of the District of Columbia, request 
your deep consideration of the welfare of all, before passing on this social- 
security legislation opposing an increase, suggesting a complete closing of the 
Social Security Administration and paying to the social-security holders the 
exact amount already paid in. Many of these people may not reach the receiving 
age. They need their money to live on now. Investigations of cases I know 
something about has changed opinions. So many people, old people, sick and 
unable to work, have to receive public assistance right here in Washington, 
D. C., just a few blocks from your office. Their social-security checks are not 
large enough to meet their actual necessity needs. One couple, whose check 
is so small, only one check, neighbors, friends and relatives are called upon to 
help. Mr. Chairman, I am sure this condition is found in the States, as well. 

So many nursing homes are kept in business by receiving their patients’ old- 
age checks, that is social-security checks as well as retirement and pension 
checks—and Welfare checks. In the District of Columbia, if we had a State 
home, along with District General Hospital, a home for the blind there also, I am 
sure the Government would save many dollars and people would be properly 
cared for, nurses would be able to go to work nursing. Charity begins at home. 
Washington, D. C. is home. 

The States through Federal aid (State hospitals and State homes), are able 
to care for all sick, afflicted and helpless, if the racketeering now existing is 
broken up. Therefore, Mr. Chairman, requesting again and depending upon this 
committee to give deep consideration before passing on social-security increase of 
10 percent or any amount. I will be glad to furnish this committee the names 
of cases, near the capitol that I refer to, if necessary. 

Thank you, 
NELL F’, STEPHENS. 


The CHarrman. Mr. Wallace, will you please identify yourself by 
giving your name and address and the capacity in which you appear ! 
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STATEMENTS OF IRA 0. WALLACE, PRESIDENT OF THE AMERICAN 
NURSING HOME ASSOCIATION, NEW CASTLE, KY.; AND FRANK C. 
BATEMAN, EXECUTIVE DIRECTOR OF THE AMERICAN NURSING 
HOME ASSOCIATION 


Mr. Watuace. Mr. Chairman, I am Ira O. Wallace, administrator 
of New Castle Sanitarium, New Castle, Ky., and president of the 
American Nursing Home Association. With me is Mr. Frank C. 
Bateman, our executive director. Weare here today as spokesmen for 
the 48 State associations affiliated with the American Nursing Home 
Association, representing approximately 5,000 nursing homes, almost 
entirely proprietary. 

We are here to speak on proposed amendments to the social-security 
program affecting the care of patients in nursing homes and especially 
those who are medically indigent. Seventy-one percent of patients in 
nursing homes are in proprietary facilities, and of this number many 
could be assisted by being declared medically or otherwise indigent, 
as provided in certain amendments before your committee. We wish 
to support the principle of realistic financial support by the Gov- 
ernment, through State and local participating funds, far medical, 
dental, hospital, and nursing home care of the aging indigent recipients 
as set forth in a number of bills presently before your committee in- 
cluding H. R. 11703, which would allow the States to make both direct 
payments to recipients for medical care and maintain medical vendor 
payment programs, and H. R. 11832, which would double the amount 
of money now being paid for medical care for public-assistance 
recipients. 

The American Nursing Home Association has long advocated a 
more liberal attitude on the part:of the Federal Government and 
State and local agencies to provide more adequate funds which would 
insure better care in the categories mentioned above. 

Two-thirds of the patients in the nursing homes are 75 years and 
older. Twenty-five percent are 85 and older. The percentage of the 

pulation in the elderly category is increasing rapidly. In attempt- 
ing to meet the problem of health care of the aging, a joint council 
has been formed by the American Medical Association and the Amer- 
ican Nursing Home Association. Its purpose is to identify and 
analyze the health needs of the aging, to appraise available health 
resources for the aging, and to develop programs to foster their best 
possible health care regardless of economic status. 

We are working on these problems at the present time and have a 
long-range program under study that we feel will contribute much 
toward increasing the facilities available for the elderly. Also, we 
have supported before the Senate Banking and Currency Committee 
an amendment which would provide funds under the FHA for loan 
guaranties for the construction, renovation, and expansion of pro- 
prietary nursing homes. This amendment was reported out favor- 
ably by the Senate Banking and Currency Committee on Thursday, 
June 12. 

We question the desirability of one provision included in a number 
of bills, such as H. R. 9467. This would offer free hospitalization 
and nursing home care for the aged and other social-security bene- 
ficiaries regardless of their economic status, the program to be financed 
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by an increase of 14 to 1 percent would be imposed on the self- 
employed on the same earnings. 

While, as we have indicated, we are in accord with and endorse many 
of the principles set forth in the numerous bills before the committee, 
we cannot agree with that portion of any of the bills that would permit 
the Federal Government to establish the rate of payment, in contrast 
to the present method whereby the States themselves establish the rate 
of payment for welfare and indigent patient care. 

It is our feeling that due to varying conditions throughout the Na- 
tion, even in the case of grants, the use of these funds and the manner 
in which they are dispensed should be left to the discretion of the 
States. We feel that any Propeass for the Government to enter into 
contractural agreement to reimburse medical facilities, physicians, and 
dentists for their services, places the Federal Government in a pater- 
nalistic role. 

Through such contracts, the Government could deny the recipient 
of free choice of facility and service. Through such pentane ar- 
rangements, choice might be confined to contracting facilities an 
veyors of medical service at a price predetermined by the hc 
Government. This would not only place the Government in competi- 
tion with noncontracting facilities and other purveyors of medical 
and dental services but would by such means make the Government a 
vendor of medical services and care. 

Although our nursing homes would stand to profit as much or more 
than any other group from a program such as these amendments pro- 
pose, we would desire to see a further exploration and the further ex- 
pansion of medical benefits through privately administered programs 
and through the cooperation of State governments. Hence, we advise 
deletion of this section and any sec tions of the bills which provide free 
hospitalization and medical care under the Social Security Act, unless 
restricted specifically to benefits for the medically indigent. 

To summarize, our association supports the principle of increasing 
Federal participation in providing funds for medical care through a 
percentage ratio of participation on the part of the State governments. 
We are opposed to the Federal Government contracting directly for 
the medical, hospital, and nursing home care of OASI beneficiaries, 
and by way of further summarization, I would like to state that we 
appreciate the interest and the efforts being made in Congress by its 
members to assist our aging population, and that such legislation as 
has been introduced is a sincere effort to meet the increasing needs 
of elderly people. 

We do believe that the economic status of the individual should be 
the basis of determining need. That free choice of facility within the 
framework of our licensing laws and within the category of need 
should be assured, that determination of care should be on the State 
rather than at the national level, that the manner in which such funds 
are dispensed should be left to the discretion of the States, and that 
some sort of participation on the part of States would be desirable 
for the proper administration of such a program for the medically 
indigent. 

Mr. Chairman, we are grateful for the opportunity to appear before 
the committee, and I thank you for myself, Mr. Bateman, and the 
American Nursing Home Association membership. 
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The Cuairman. Are there any questions? 

Mr. Foranp. Mr. Wallace, I take your statement to mean that you 
are opposed to H. R. 9467. 

Mr. Wattace. We are not opposed, Congressman, to any legislation 
for the benefit of the aged. It is only in the form in which this is 
to be administered, as I have stated, and certain phases of the admin- 
istration of this that we have any opposition to. 

Mr. Foranp. In other words, you want the Federal Government to 
make appropriations, but let these appropriations be in the form of 
grants and go to the States for the States to dispense. 

Mr. Wauace. We feel, sir, that due to the fact that there are such 
varying conditions throughout the United States that should be done. 
As illustration, the conditions that exist in the East compared with the 
conditions existing in some of the Southern States would make it im- 
practicable for an overall determination of price or an overall setup 
along the same lines throughout the various States. 

Consequently, we feel that the States are in a better position to 
determine not only the need locally but the best way of administering 
the funds that would be available. 

Mr. Foranp. Isn’t this suggestion of mine somewhat along the lines 
of immediate care, and that seems to be operating in all parts of the 
country ? 

Mr. Wauxace. Immediate care has never been available, sir, to nurs- 
ing homes, and so we understand that this is only available to hospitals. 
While I am not acquainted well with the immediate care program we 
do find that in many of the States, particularly where they have pro- 
vided some matching funds for Federal funds which become available 
in July of 1957, more adequate care is being provided for nursing 
home care. 

Mr. Foranp. Now, are you more in favor of direct grants by the 
Government out of the general funds than the expenses being paid out 
of the social-security trust fund if we cover the recipients of social- 
security benefits ? 

Mr. Watuace. Congressman, we are not so concerned about the 
source of these funds as we are that adequate funds be made available 
somehow for the medical and nursing care of indigent people. We 
feel, however, that this should be limited to those who actually need 
such assistance. 

Mr. Foranp. Do you feel that there is a great need for more nursing 
homes for our aged population ? 

Mr. Wattace. There is a great need, sir, for skilled nursing homes. 
We do not have an adequate number of skilled nursing home beds at 
the present time. We do feel that any support for the full cost of care 
of medical indigent patients would assist materially in not only 
encouraging an increase in the number of nursing home beds but better 
quality as well. 

Mr. Foranp. Could you tell the committee how many recipients of 
OASI are now residing in nursing homes throughout the country? 
Do you have those figures? 

Mr. Watxace. I do not have the exact number. There is a survey 
being made at the present time by our association, which Mr. Bate- 
man is conducting, and I think Mr. Bateman would be in a much 
better position to answer that although the survey is not yet com- 
pleted. I wonder if Mr. Bateman could answer that. 
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Mr. Bateman. Congressman Forand, this survey has been under- 
way for a period of 90 days. We have had a return of more than 600 
of the questionnaires over the country, and a part of the question is 
how many people residing in your facility are receiving assistance from 
social security or from the local and State welfare agencies. If the 
committee will permit, in the matter of its deliberations, I would like 
permission to make at least those figures that we are able to gather 
together now available to you within the next 10 days. 

The Cuairman. Without objection, they will appear at this point 
in the record. 

Mr. Foranp. That will be very helpful. 

(The information referred to was not available at time of going to 

ress. ) 
7 Mr. Foranp. Now, are these people able to pay the costs of their 
stay in the nursing homes from their social security income alone, or 
are they forced to seek assistance from their families or from other 
sources? Do you have that information ? 

Mr. Wattace. About 50 percent of the residents of nursing homes 
and homes for the aged throughout the Nation are recipients of old- 
age assistance. 

Mr. Foranp. You say about 50 percent ? 

Mr. Wattace. Yes, about 50 percent. 

Mr. Foranp. That is old-age assistance ? 

Mr. Wattace. At the present time, yes. 

Mr. Foranp. But that doesn’t give you any idea as to whether they 
have old-age assistance over and above their regular OASI benefits? 

Mr. Wat.ace. At the present time, sir, the number of social-secu- 
rity cases in nursing homes in rural areas is rather small. In the 
cities, however, I understand the number is considerably greater be- 
cause of the fact that the industrial areas have people there who have 
social-security benefits. In the rural areas, it was only recently, com- 
paratively so, that the farmers had social-security benefits. 

Consequently, in the rural areas, we do not have such a large num- 
ber, sir, that are on social security at the present time in nursing 
homes. 

Mr. Foranp. That is very understandable, and if you could get 
those figures in to us, that would also be very helpful. 

Now another point is this: Do you know what the percentage is 
of these people who are in nursing homes, and who are in need of 
surgical and medical treatment ? 

Mr. Watiace. Very few of the occupants of nursing homes are in 
need of surgical care. The percentage is very, very small. Usually 
surgical care has been taken care of in earlier years, and we do get a 
certain percentage, a very small percentage of convalescent. postopera- 
tive cases sent from hospitals, but those who are regular residents of 
nursing homes, the ratio of surgery cases and even of acute illnesses 
is not very great. 

It is mostly chronic. 

Mr. Foranp. That leads me to the next question. What is the aver- 
age stay of these aged in these homes ? 

Mr. Wattace. The average stay, sir, of patients in nursing homes 
is less than 2 years. Now, this is due no doubt to the fact that in a 
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great many instances, due to lack of resources, these people are not 
sent to nursing homes until the conditions are such that they are 
unable to take care of them in their own homes. 

In many cases the family physician says it is absolutely necessary 
for them to receive nursing care such as they will receive in a nursing 
home. 

Mr. Foranp. Thank you very much. That is all. 

The Cuatrman. Mr. Reed will inquire. 

Mr. Reep. I am a little bit familiar, but not too much so, with the 
conditions in some of these private nursing homes. Does your organi- 
zation carry on inspection work to see just how these nursing homes 
are conducted ? 

Mr. Watiace. We do not accept, sir, any member in the American 
Association who is not a member of an affiliated State association. 
Our State associations are required to accept only those which are 
licensed or approved by the State regulating bodies, within each State. 
Now, we understand that the setup in your State, sir, is somewhat 
different from what we find in most States. 

Most of the States do have State licensing and State approval laws, 
and they are regulated by the States. We understand that in your 
State, in New York, there is a difference in this, in that the regulations 
are on a local level rather than on a State level, but our association does 
not receive into membership any facility that is not licensed or ap- 
proved whether it is State or local according to the situation in that 
particular State. 

Mr. Reep. Are the States generally very strict in seeing that the fa- 
cilities are proper and adequate ? 

Mr. Wauuace. Thank you, sir, for that question. There are in a 
ood many States quite strict regulations. In some of the States, 
owever, and that is due also to economic conditions in most instances, 

the inability to pay the same rates that they would in the more indus- 
trialized parts of our Nation—in those areas the standards are not as 
high and the requirements are not as strict as they are in certain East- 
ern and Northeastern States. 

Now, there are exceptions to that rule, sir. But generally speak- 
ing those States where the regulations are the strictest are the States 
where economic conditions are better and people on the average are 
better able to pay for quality care. Some of the States have economic 
conditions as such that there are not as much high-quality facilities 
as we would naturally hope to have. 

That is why there is a difference, sir, in the standards as set by the 
State regulating bodies in the various parts of our Nation. 

Mr. Reep. I have come in contact with some conditions which were 
perfectly horrible, the neglect of the patients in the nursing homes, and 
the inadequate facilities for taking care of the aged. 

Mr. Watxace. We believe, sir, there are about 25,000 nursing homes 
and homes for the aged within the United States. We base this figure 
on a survey made in cooperation with the Public Health Service, fig- 
ures of which are available in monograph No. 46 of the Public Health 
Service. I believe that is a Public Health Service monograph. 

Mr. Reep. Is that a part of the record ? 

Mr. Bateman. It is not but it can be made, and we brought it along 
for reference. 
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Mr. Watace. In further answer to your question, sir 

The Cuatrman. Let me inquire, how long is the document ? 

Mr. Bateman. It is of considerable length, it is very informative, 
and it runs 58 pages, sir. 

The CuarrmMan. Will you leave it with the committee, then, and 
we will have it. for the file ? 

Mr. Bateman. I will be glad to do that. 

Mr. Wattace. I would like to further answer your question, Con- 
gressman Reed, on this point: Of the 25,000 nursing homes estimated 
to exist within our Nation by the Public Health Service and those 
cooperating with them in this survey, we have actually found through 
a survey made by our own association in August of last year that there 
are between 17,000 and 18,000 that are licensed. 

Consequently, there must be a great many facilities within the 
United States that are not operating within the framework of the 
licensing and approval laws. We are very sorry this condition exists, 
and we hope that it will be corrected and I think this accounts for a 
great many of the unsatisfactory conditions sometimes reported as 
happening in nursing homes. 

Mr. Reep. I am glad to hear you give us that information because I 
have been very disturbed by the old people I have known that have 
enjoyed good facilities, and good homes, and finally through some cir- 
cumstances they have been forced into some of these horrible places. 
Somehow those interested in them keep track of them for a short time 
but they get no medical care at all. 

Mr. Watiace. We are very much disturbed over that too, Con- 
gressman. 

Mr. Reep. Thank you very much. 

The Cuarrman. Are there any further questions? 

If not, Mr. Wallace, we thank you, sir, and Mr. Bateman also, for 
coming to the committee and giving us the benefit of your views on 
this subject. 

Thank you. 

The CHarrMan. Our next witness is Dr. Jacobus tenBroek. 

Please identify yourself for the record by giving us your name and 
address and the capacity in which you appear. 





STATEMENT OF DR. JACOBUS tenBROEK, PRESIDENT OF THE 
NATIONAL FEDERATION OF THE BLIND 


Dr. renBroex. Mr. Chairman, my name is Jacobus tenBroek. I 
am a professor at the University of California, and I am a member of 
the State Social Welfare Board of the State of California. 

Mr. Kina. May I interrupt there, Mr. Chairman? I do not be- 
lieve there is a gentleman in our great State that enjoys a greater 
esteem than does Dr. tenBroek. As members of the committee know, 
he has appeared here before, and I believe you will agree that no one 
has presented a more understanding and precise statement than he has 
on past occasions in behalf of the country’s blind citizens. 

I am sorry, Doctor, that you had to come back again on virtually 
the same chore upon which you previously appeared, but one of these 
days we will get going on this meritorious measure, 

Dr. renBroex. I will be back as many times as necessary, sir. 








182 SOCIAL-SECURITY LEGISLATION 


Mr. Chairman, and members of the committee, I am not appearin 
here today in either of the capacities that I have mentioned so far, an 
I want to speak to you today out of my many years of experience as 
a blind man and as a leader of the National Federation of the Blind, of 
which I have been president since 1940. 

We believe that out of our own personal and intimate experience 
with blindness, and the problems of blindness, particularly as those 
problems relate to public assistance for the blind, a subject over which 
your committee has jurisdiction, we can make a contribution to the 
solution of our problems and of the nature of the public-assistance 
provisions. 

My testimony today relates to a number of particular proposals 
before your committee. One has to do with the longstanding Penn- 
sylvania-Missouri question, so called, and in connection with that there 
are a number of bills: H. R. 12269, introduced by a distinguished mem- 
ber of this committee, Congressman Curtis, and H. R. 10915, and 
H. R. 11823, and H. R. 12218. 

I also wish to make some remarks concerning the implementation of 
the self-support and self-care amendments of 1956, and in this con- 
nection to give particular support to a bill introduced by another dis- 
tinguished member of this committee, Congressman King, H. R. 8131. 

I wish, also, to testify with respect to residence requirements as con- 
ditions of eligibility for public assistance as they affect the blind, 
and in that connection to speak particularly about H. R. 8473, intro- 
duced by Congressman Baring of Nevada. 

Two years ago, Congress amended the Social Security Act, adding 
a new dimension to the public-assistance provision of the law. Sec- 
tion 300 of the Social Security Act Amendments of 1956 declares: 

It is the purpose of this title * * * (b) to promote the well-being of the Na- 
tion by encouraging the States to place greater emphasis on * * * helping needy 
families and individuals attain the maximum economic and personal independ- 
ence of which they are capable, * * *. 

Strengthening this general declaration, new language was added to 
the purpose clause of each of the public assistance titles. In the case 
of title X, dealing with the blind, section 1001 now states that Federal 
public-assistance grants are for the purpose of— 
enabling each State to furnish financial assistance, as far as practicable under 
the conditions in such State, to needy individuals who are blind and of en- 
couraging each State, as far as practicable under such conditions, to help such 
individuals attain self-support of self-care * * * 

The 1956 amendments thus added the goals of self-care and self- 
support to the list of purposes served by the public-assistance pro- 
gram. With the addition of these constructive elements, Congress 
brought about a basic change in the character of public assistance, and 
registered its recognition that the human need of the blind or disabled 
individual to find his place as an active and contributing member of 
society is no less important than his animal need for food and shelter. 

Rehabilitation and self-support for the “rehabilitable” are, indeed, 
inseparably connected with basic moral, social, and political tenets of 
our system—with individualism, with self-reliance and initiative, with 
the dignity and worth of the human person, with equality of oppor- 
tunity, both economic and social, and with full rights of partici- 
pation in the normal activities of the community. 
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After more than 20 years of experience under the Social Security 
Act, the Nation has learned much concerning both the disabilities and 
capabilities of our nearly 340,000 sightless citizens. 

At the outset, the Social Security Act of 1935 and its categorical 
aid programs addressed themselves to the immediate problems of 
poverty in a time of depression. The addition to title X, dealing with 
the blind, came almost as an afterthought in the deliberations of Con- 
gress, and was patterned closely after the provisions of title I, dealing 
with the aged. 

Thus, the numerous and profound differences between these two 
groups of recipients were glossed over in the original formulation and 
early administration of the act. 

Gradually, however, it has come to be recognized that the needs 
arising from blindness are not the same as those arising from old age. 
The paramount distinction is in the fact that most of the aged are 
beyond the productive years of life, whereas many of the blind still 
have their lives and careers before them. 

Their need is not for relief alone, but for return to normal life— 
for the “hand up” which will enable them to achieve the goal of self- 
support. 

inetieeneeiiny the public-assistance program for the blind will in- 
creasingly draw its clientele from the ranks of those in the productive 
years of life. As the old-age and survivors insurance programs ex- 
pands its coverage and improves its benefits, the number of aged blind 
persons eligible for aid to the blind correspondingly diminishes. 

The addition of disability insurance in 1956 is a new factor con- 
tributing to the same result. 

In short, the category of blind men and women who are to receive 
primary benefit from the public-assistance program is now increas- 
ingly composed of those who deserve and demand the opportunity to 
be useful and productive citizens, making an active contribution to the 
welfare of their families, their communities, and their Nation. 

Because public-assistance provisions designed for depression and 
oriented toward old age were inadequate to meet these purposes, the 
self-support and self-care clauses were added to the amendments of 
1956. 

I, perhaps, can illustrate this and drive it home a little bit by 
reference to some of the data regarding the blind population of this 
country. There are, as I mentioned a minute ago, about 340,000 blind 
persons, so far as we know, in the United States. 

Out of these 340,000 blind persons, approximately 140,000 are be- 
tween the ages of 20 and 64; that is, within the productive years of 
life. The Office of Vocational Rehabilitation has estimated that, out 
of this total of 140,000 blind persons in the productive years of life, 
about 25,000 are employed and, of the 25,000 who are employed, 5,000 
are employed in sheltered employment. 

That is, sheltered workshops or home industries, receiving sup- 
port from State and Federal Governments. Consequently, about 
20,000 blind persons in the Nation are engaged in competitive employ- 
ments and earning their livelihood in that way. 

‘Out of this, you may be interested to see that they are distributed 
in these categories: Professional and semiprofessional, about 2,200; 
managerial, including vending-stand operators, about 3,500; clerical, 
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about 2,000; industrial, including skilled and unskilled, about. 6,500; 
agricultural, about 4,500; all others, about 1,500. 

In the time of our great depression, we were alarmed by the fact 
that about one-third of our employable population was unemployed. 

During the present recession, we are deeply concerned because from 5 
to 10 percent of the employable part of the Nation is unemployed. 

You can see, from the figures that I just gave you, that unemploy- 
ment among the blind has always maintained staggering proportions. 
Out of the 140,000 in the productive years of life, 20,000 are employed. 
Suppose you reduce the 140,000 by 10 percent, because of multiple 
handicaps, and some more because certain fractions of those are 
women who would not be in the employment market anyway, and 
you still get a figure of 80,000 or 90,000 blind people in this country 
in the productive years of life seeking employment, out of whom only 
about 20,000 are employed. 

So, you have a continuous unemployed-employable population of 
blind persons of about 60,000 or 70,000 or, in other words, 75 percent 
of those who are employable. 

To give you some notion of the employment possibilities of the blind, 
I call your attention to the occupations represented at the 1956 con- 
vention of the National Federation of the Blind. There were, at that 
convention, three blind physicists engaged in experimental work for 
the United States Government. There were two university instruc- 
tors, of the rank of full professor, and a number of other college 
instructors of various other ranks, and several blind teachers of 
sighted students of primary and secondary grades in the public 
schools. 

There were 13 lawyers, mostly in private practice, 2 employed as 
attorney by the United States Government, and 1 serving as the chair- 
man of a State public-service commission, and 1 serving as a clerk toa 
State chief justice. 

There were 3 chiropractors, 1 osteopath, 10 secretaries, 17 factory 
workers, 1 shoemaker, 1 cabinetmaker, 1 book mender, 1 appliance 
repairman, and 4 telephone-switchboard operators, plus numerous 
businessmen in various other businesses, as well as, of course, many 
workers in the field of work for the blind. 

Now, gentlemen, I come before you today on behalf of the National 
Federation for the Blind, to ask for legislative provisions which will 
effectively implement and carry out the declared goal of self-care and 
self-support which was put into the Social Security Act 2 years ago. 

The general purposes must now be translated into genuine pros- 
pects. Today, 2 years after the passage of the 1956 amendments, we 
still have a program of public assistance geared to relief and not to 
the needs of rehabilitation, employment, and self-support. It is evi- 
dent that more implementive provisions are needed. 

We believe that the self-care and self-support purpose can effec- 
tively be implemented through seven specific provisions. I should 
like to enumerate, and briefly analyze, each of these in turn. 

1. Permanent solution of the Pennsylvania and Missouri problem— 
H. R. 12269: This is Congressman Curtis’ bill. H. R. 12269 amends 
title X of the Social Security Act to provide that a State plan for aid 
to the blind may use a more liberal means test than that presently in 
force, without loss of Federal funds; also, without increase in Fed- 
eral funds. 
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This is accomplished by adding a single, rather complex sentence 
to clause (8) of section 1002 (a), as follows: That provides that the 
State agency must, in determining need, take into consideration any 
other income and resources which the individual may have. This sen- 
tence has been added : 

A State plan for aid to the blind shall not be required to.meet the requirements 
of clause (8) if, in lieu thereof, it provides that the State agency, in determin- 
ing need, shall take into consideration less of the other income and resources 
of the individual claiming aid to the blind than would be required to be consid- 
ered under clause (8), or shall disregard more than the first $50 per month of 
earned income, or that the State agency shall pay a fixed sum to all individuals 
eligible for aid to the blind; but payments under section 1003 shall be made, in 
the case of any such plan, only with respect to expenditures thereunder which 
would be included as expenditures for the purposes of section 1008 if the plan 
met the requirements of clause (8). 

We urgently request that the Ways and Means Committee give its 
active support to this bill and, thus, provide a solution to a longstand- 
ing problem consistent. with the self-care and self-support objective 
of the Social Security Act. Let me explain what that problem 1s. 

Missouri and Pennsylvania have in effect plans for aid to the blind 
which have been held out of conformity with the means-test require- 
ment of the Federal Social Security Act. These plans have been in 
effect since before the adoption of the Social Security Act. 

In recent years, they com remained in effect. by virtue of special 
legislation adopted by Congress in 1950. The terminal period of this 
special legislation was extended from June 30, 1955, to June 30, 1957, 
and again to June 30, 1959. 

Under this legislation, the Federal Government provides partici- 
pating funds only for those individuals who meet the strict require- 
ments of the Federal law. The remaining eligible blind people of 
Missouri and Pennsylvania are paid entirely from State money. 

Ironically, the features of the Missouri and Pennsylvania blind 
aid plans which resulted in their being held out of conformity with 
the Federal act are precisely those features which are best. calculated 
to stimulate and encourage blind people to render themselves self- 
supporting. 

We bring this problem to your attention now, because we have 
been caught on the horns of a dilemma for several years past. If 
we waid until the special legislation is about to expire, we are then 
told that Congress does not have time to consider adequately the 
long-range problems, and hence, simply extends the period for an- 
other 2 years. 

If we come along in advance, we are told that, well, the problem 
is not pressing now, because the period will not expire for another 
year. We hope that this time the Ways and Means Committee will 
give its consideration to this problem and provide a permanent solu- 
tion. 

Missouri has two separate plans. One plan which is supported 
entirely by State funds, provides for those blind persons who meet the 
eligibility requirements of the State law, but do not meet the more 
restrictive requirements of the Federal law. 

The other plan is supported by Federal and State participating 
funds and provides only for those persons who meet the more strict 
Federal definition of need. Pennsylvania has only one plan but 
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the Federal eligible and ineligible recipients are separated as a book- 
keeping transaction. 

(2) In Missouri and Pennsylvania a flat, fixed amount of $60 is 
paid to each recipient each month. This is in contrast to the variable 
individual payments of the Federal law. 

(3) In Missouri a blind person is allowed to earn $175 a month 
and still qualify for the full amount of the pension while under 
present Federal law only $50 per month is allowed as exempt earn- 
ings. In Pennsylvania a blind person is allowed to earn $148.33 a 
month and still qualify for the full amount of the grant. 

(4) In Missouri and Pennsylvania the amount of cash and prop- 
erty that a blind person may have and still qualify for the full pension 
is more liberal than under the Federal law. 

You understand with respect to this part of the plan, Federal 
Government contributes no money whatsoever, but says that the States 
may not maintain independently a plan to which the Federal Gov- 
ernment does not contribute, if the Federal Government is not satisfied 
with the conditions of eligibility to that plan. 

Now, the Curtis bill, H. R. 12269, would do these things; it would— 

(1) Preserve to the States their right to provide improved social- 
welfare programs for the blind wholly financed out of State funds. 

(2) Make it possible for Missouri and Pennsylvania to retain 
permanently, and for other States to adopt, if they wish to do so, any 
or all of the distinctive features of the Missouri-Pennsylvania plan 
of aid to the blind. 

(3) Continue to measure by the present standards the amount of 
each State’s Federal grant and to do so on like terms to all States. 
The definition of the means test that is contained in clause (8) of 
section 1002 (a) would apply to all States for the purpose of deter- 
mining the part of any State’s expenditures that will be covered by 
the Federal grant. 

(4) Impose no limitation or requirement on the allowable excep- 
tions from the means test in the direction of greater liberality upon 
any State plan in order to retain a title X Federal grant for federally 
eligible cases. 

In order to prevent the States from circumventing the minimum 
standards of the Federal program by transferring recipients to a dras- 
tically less adequate State program, the States are permitted to in- 
crease, but not to decrease the extent to which the recipients’ earn- 
ings, or incomes, or other resources will be excepted from the means 
test. 

(5) Restore an important States right—the right to provide at 
State expense, a more liberal program of aid to the blind than the 
Federal Government chooses to allow. Since under the provisions of 
this legislation, the Federal Government would only provide par- 
ticipating funds for those individuals who would qualify under the 
present strict Federal definition of need, the plan could not possibly 
mcrease the cost to the Federal Government. 

It would in fact, in time provide a real financial benefit to the 
Federal Government. Through more liberal State-financed wel- 
fare programs geared to rehabilitation and self-support, more blind 
people will make their way off of the relief rolls and will encourage 
our nonsighted citizens to make the most of their productive years 
and by so doing, to become more useful citizens. 
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(6) Bring the Federal ruling with respect to the Pennsylvania 
and Missouri dual-aid programs into harmony with other Federal 
rulings. For example, in California, there are four groups of re- 
cipients of public assistance in whose payments the Federal Gov- 
ernment does not share—recipients of aid to the partially self-sup- 
porting blind, recipients of aid to needy children in the so-called 
mismanagement cases in which aid is paid in kind and aged and 
blind recipients who are patents in institutions for the mentally 
ill. 

The first group are ineligible for Federal funds because the in- 
come and property conditions of eligibility for the program are too 
generous; the second, because the children inyolved are not being 
cared for in their own homes and by relatives of a specified degree 
of closeness; the third, because assistance is not in the form of an 
unrestricted money payment; the fourth, because of a specific ex- 
clusionary provision in the Federal Social Security Act. 

The public assistance payments made to these blind persons, chil- 
dren, and recipients in mental institutions, consequently, are derived 
entirely from State and county sources. Despite the presence in 
California of these totally State-supported public assistance pro- 
grams for federally ineligible cases, the Federal officials have not, as 
they have with respect to Missouri and Pennsylvania, held the State 
out of conformity with the requirements for Federal funds with 
respect to federally eligible recipients. 

Indeed, the Federal officials have given the California federally 
ineligible programs active, if not express, support by allowing them 
to be included with the new State-Federal iedioal ain program for 
public-assistance recipients. 

H. R. 12269 wade preclude Federal interference with wholly 
State-supported programs for the blind on the ground that they are 
too liberal, thus allowing the States to experiment with such pro- 
grams to try out various devices and provisions, and to go as far 
as they wish beyond the minimum standards of the Federal Social 
Security Act. 

In addition to this essentially negative guaranty, we now propose 
a number of positive provisions designed to carry out the self-care, 
self-support idea embodied in the Federal act and to be required of 
the States to bring them into conformity with that act. 

2. Increased exemption of earned income: Congressman King’s bill, 
H. R. 8131, and Congressman Doyle’s bill, H. R. 10602, provide that 
all blind aid recipients be granted increased exemptions of earned 
income up to $1,000 a year, plus 50 percent of every earned dollar 
above $1,000. 

The purpose of the proposal] for an increased exemption of earned 
income is to preserve the incentive value of individual earnings, which 
is largely destroyed by the means test system of public assistance. 
Under this onerous system all earnings of the recipient must be ap- 
plied to meet his subsistence needs as established in the budget. 

If the State grant is sufficient to meet those needs, it is then reduced 
by the amount of his earnings. Therefore, the blind person is se- 
verely penalized and effectively discouraged in his efforts to lift him- 
self by his own bootstraps. 

Recognizing this harsh and self-defeating tendency of the means 
test, Congress in 1950 provided for an exemption of $50 per month 
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of earned income in determining the amount of monthly assistance. 
The report of the Senate Finance Committee, which accompanied the 
bill, makes clear the constructive purpose of this exemption. 

Under title X of the Social Security Act the States are required, in determin- 
ing the need for assistance, to take into consideration the income and resources 
of claimants of aid to the blind. Your committee belieyes this requirement stifles 
incentive and discourages the needy blind from becoming self-supporting and 
that, therefore, it should be replaced by a requirement that would assist blind 
individuals in becoming useful and. productive members of their communities. 

However, the $50-per-month exemption of earned income has proven 
to be entirely inadequate—even aside from its steady reduction through 
inflation—to permit more than a very few blind recipients to gain a 
firm foothold on the economic ladder. To accomplish the tremendous 
leap from near-total dependency to complete self-support at a single 
bound, as the law presently requires, would be beyond the capacity 
of most citizens, whether blind or sighted. 

The method we propose, for a larger exemption of earned income 
together with a gradual reduction of aid payments as earnings in- 
crease, would facilitate the transition from the relief rolls to complete 
self-support. ' 

That such a policy is possible and can be successful is illustrated by 
a program for the blind which has been in effect in the State of Cali- 
fornia, without Federal support, since 1941. 

The California aid to the partially self-supporting blind residents 
program permits every recipient to retain a maximum of $1,000 a year 
of net income without deduction from the maximum monthly grant 
of $110, plus 50 percent of all net income above $1,000. 

The only limitation is that the recipient must have a reasonably 
adequate plan for self-support, and must give evidence that he is at- 
tempting to carry out that plan through a sincere and sustained effort. 

Clear proof of the effectiveness of this program is to’ be seen in the 
numbers of recipients who have been enabled to attain self-support 
and thus to leave the rolls. By mid-1949, 8 years after the program 
was inaugurated, 32 percent of the total number of recipients—316 
out of 933—had become self-supporting either permanently or for 
varying periods of time. 

During the fiscal year ending June 30, 1957, 11.5 percent of all 
recipients in the program became self-supporting and were enabled to 
terminate payments. On an annual basis, upwards of 10 ree of 
recipients of California’s aid to partially self-supporting blind resi- 
dents are achieving self-support either permanently or for substantial 
periods. 

It should be noted that for every recipient of California’s aid to 
partially self-supporting blind residents who achieves permanent self- 
maintenance, there is an estimated saving of $1,320 per year. Thus, 
if the 34 persons who left the rolls last year achieve total self-support, 
it will mean an annual saving to the State of California of almost 
$45,000 in public assistance. 

3. Increased property exemptions: We believe that each recipient 
of aid to the blind should be entitled to possess at least the assessed 
valuation of $3,000 of real and personal property plus property in 
whatever amount used as a home; and that, in the case of an individual 
who has an approved plan for self-support, such additional amounts 
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of other income and resources as may be necessary to fulfill the plan 
should be disregarded. 

The retention of modest amounts of property and resources by the 
blind recipient is a vital factor in encouraging commercial and pro- 
fessional plans for self-support and creating self-confidence and self- 
reliance despite the barriers for opportunity which exist for the blind 
in our society. 

The instruments and materials of a workshop, the books and equip- 
ment of the lawyer and doctor, the merchandise of a commercial enter- 
prise, the animals, tools, and machinery of an agricultural venture— 
none of these may presently be retained in necessary amounts under the 
law, but all represent potential means in the hands of the sightless 
individual in his struggle to carve out an independent career. 

Since self-care and self-support have become—by virtue of the 1956 
amendments—recognized needs of individuals which the State may 
meet under the public assistance program, they also should be treated 
as needs within the meaning of those provisions of State and Federal 
public assistance laws dealing with the private income and resources 
of recipients. 

The public assistance titles of the Social Security Act, provide that 
“The State agency shall, in determining need, take into consideration 
any other income and resources of an individual claiming” aid. 

Coder this provision, the private income and resources of a recipi- 
ent, the Federal administrators have held, must be used to meet his 
needs—that, is, those needs which the cash grant will be supplied to 
meet if the private income and resources so utilized are insufficient. 

Te the traditional list of needs—food, clothing, shelter, medicine, 
personal incidentals, and recreation—has now been added the attain- 
ment of self-support and self-care. Private income and _ resources, 
therefore, should be used to meet this newly recognized need. 

Accordingly, the States should be required to remove the limitations 
on the amount of real and/or personal property which recipients may 
own, at least with respect to real and personal property used to attain 
self-care and self-support. The same is true of income or other re- 
sources earned or unearned. 

To permit blind recipients of public assistance to retain and enjoy 
modest amounts of property while remaining eligible for aid is to 
preserye a basis of rehabilitation. To enable such persons to utilize 
their own property and other resources in order to gain self-support 
and ultimate independence from public aid is only to implement the 
constructive purposes now written into the law. H. R. 8131 would 
accomplish these purposes. 

Moreover, H. R. 8131 would further implement the self-support and 
self-care purpose by prohibiting any public-assistance agency from 
requiring blind recipients to subject their property to liens, or to 
transfer title to their property to these agencies as a condition of 

receiving aid. 

Encumbering their property deprives blind individuals of the right 
and ability to make active use of such property as means toward the 
goal of self-sufficiency and financial independence. The overriding 
purpose of restoring the blind to useful and productive lives is ¢ learly 
contradicted if we permit their futures to be mortgaged or their prop- 
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erty frozen because they have been compelled to seek assistance in 
time of need. 

4. Elimination of legal liability of relatives: We propose that the 
ability of relatives to contribute to the support of blind aid recipients 
be disregarded entirely in determining eligibility or the amount of the 
grant under the public assistance program. 

The purpose declaration of the 1956 amendments to the Social 
Security Act includes this statement: 

To promote the well-being of the Nation by encouraging the States to place 
greater emphasis on helping to strengthen family life and helping needy families 
and individuals attain the maximum economic and personal independence of 
which they are capable. 

Thus, alongside the goals of self-support and self-care, the aim of 
helping to strengthen family life is made a specific purpose of the 
public assistance program. ‘In contrast to this objectiv e, the effect 
of enforcing relatives’ responsibility—a concept which is itself a 
holdover from the medieval poor laws—has been to humiliate and 
demoralize individual recipients and their families alike. 

While the returns from such enforcement have never been finan- 
cially significant in reducing expenditures under the program, such 
enforcement has plainly worked injustice and hardship both upon the 
aging parents passing out of the productive years of life, and upon 
their blind sons and daughters still in the productive years of life. 

Indeed, the general consequence of the practice has been to spread, 
rather than to relieve, poverty—while at the same time disrupting 
family ties, replacing mutual affection with bitterness, and retarding 
the development of the healthy family relations which are declared 
to be a major purpose of the public assistance programs: 

5. Equal minimum payments: H. R. 8131 and H. R. 10602 provide 
that, in order to minimize the harsh effects of the means test and 
promote the purpose of personal rehabilitation and _ self-support, 
public assistance be granted on the basis of equal minimum payments 
to all blind recipients, to be specified by State law and to be employed 
as a floor of protection against dependency. Thus, the minimum 
might vary from State to State in accordance with local conditions: 
but it would be derived from the demonstrated needs of the group of 
recipients rather than from the demonstrated needs of the individual. 

The special circumstances of the individual would be taken into 
consideration for grants above the minimum amount. Through the 
device of the fixed minimum grant the dignity and integrity of the 
recipient, as well as his right | to privacy, are safeguarded; he is no 
longer subjected to the individualized inv estigations sand discretionary 
judgments of the social worker, but he is regarded as a member of a 
class, entitled to be treated in a manner prescribed by law. 

The purpose of this provision is to replace in part the present 
onerous system of budgeting each recipient individually on the basis 
of individual need, individually determined. The inescapable tend- 
ency of the present practice is toward the gradual assumption of 
control by social workers over the personal affairs and very lives of 
the blind. 

No aspect of the existing law is more oppressive to the recipient or 
less conducive to his self-direction and self-reliance than this intri- 
cate and wasteful system, in which every penny of income must be 
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analyzed and investigated and every resource meticulously assessed 
before the amount of each month’s payment can be determined. 

The immediate and obvious consequence is that the client soon loses 
control of his supposedly free consumption choice; less obvious, but 
still more crucial is his gradual loss of self-management and of the 
indispensable sense of self-control. 

Under such conditions the personal qualities most essential to 
the achievement of independence are soon undermined and destroyed. 

The principle of equal minimum payments to all blind recipients, 
with its provision of a floor of security and a positive stimulus to self- 
help and independence, has been in effect in California since 1929. In 
that State any blind person eligible for aid receives a grant of $110 
a month or so much thereof as is necessary to bring the sum of his 
grant and income to $110 a month. 

The successful practice of nearly 30 years’ standing in that State 
has demonstrated that the payment of fixed minimum grants to which 
all eligible persons are equally entitled helps to counteract the 
harshest features of the individualized means test; reduces admin- 
istrative overhead and simplifies procedures; and, most vital of all, 
preserves and promotes the moral and psychological well-being of 
blind recipients and stimulates them toward greater efforts in the 
direction of independence and self-support. 

Equally demonstrative of the feasibility and value of equal mini- 
mum payments is the Nevada Aid to the Blind Act, which was passed 
in 1953. The Nevada law stipulates that: 

The individual needs of each person claiming aid to the blind shall be pre- 
sumed and deemed to be not less than $90 per month. 

Moreover, if the actual needs of the recipient exceed that figure, 
he is entitled to a payment sufficient to meet his particular needs 
unless he has outside income available to meet them. 

In this way, Nevada establishes a floor of security for every recipi- 
ent of aid, but imposes no ceiling other than that which is derived 
from his actua] needs. 

These concrete examples of successful execution of the principle of 
equal minimum payments in State programs of aid to the blind make 
clear that the principle is administratively feasible and financially 
sound. But, what is most significant, they demonstrate a construc- 
tive alternative to the oppressive system of “individual need, individ- 
ually determined,” under the ancient standard of the means test. 

6. Increased Federal ceiling and share: To assure that aid-to-the- 
blind payments will more adequately meet the actual financial needs 
of recipients while they remain in distress, H. R. 8131 and H. R. 10602 
raise the ceiling on the matching of State funds by the Federal Gov- 
ernment from the present maximum of $60 per month to a maximum 
of $75 per month, and change the Federal percentage to six-sevenths 
of the first $35. 

The bill thus seeks to provide a modest counterbalance to the tre- 
mendous advance in the cost of living over recent years. 

When the Social Security Act was first passed in 1935, the maximum 
to any blind recipient in which the Federal Government would par- 
ticipate was fixed at $50 per month, of which the Federal Government 
would pay one-half. 

The maximum amount in which the Federal Government will par- 
ticipate has since been increased by only $10 and the Federal share 
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by only $14, although the cost of living has nearly doubled since 1935: 
and the standard of living to which the people have become accustomed 
has sharply risen. 

Within the last 2 years alone—since the passage of the 1956 So- 
cial Security Amendments, which embodied the most recent increase 
in Federal participation—the cost of living has risen 5.6 percent. The 
cost of food in the same period has increased 6.8 percent, and the cost 
of medical care has gone up 6.7 percent. For persons of fixed income, 
these figures represent a corresponding loss in purchasing power, and 
consequently i in their ability to obtain even the bare necessities of life. 

The last slight increase from Federal funds—permitting a maxi- 
mum addition of $4 per recipient—has been more than wiped out by 
the rise in living costs. Many of those who were in need 2 years ago 
are today in worse need than ever. 

The consequence of the failure on the part of the Federal Govern- 
ment and the States to keep pace with rising prices has been that even 
greater poverty and distress have been forced upon the blind men and 
women who must depend on public assistance. 

Some States, to be sure, have demonstrated their willingness to meet 
this challenge, at least in part, by raising their payments substantially 
above the Federal matching ceiling. But despite the change in the 
ceiling and the increase in the matching formula brought about in 
1956, it is a fact that only 28 States passed on to blind-aid recipients 
$2.95 or more of the possible increase under the amendments—while 
11 States passed on only $2 or more, 6 States passed on less than $1.50, 
and 4 States actually decreased the average amount paid to their 
needy blind citizens. 

Graphic indication of the inadequacy of present public assistance 
grants to the blind is contained in the fact that average individual 
payments dropped over the Nation as a whole by $2.44 between June 
1957 and February 1958—although food and living costs were continu- 
ing their inflationary rise. 

No less than 30 States made average payments to the blind in Feb- 
ruary 1958 which were a dollar or more, often much more, below those 
made 8 months before in June 1957. 

It is evident, therefore, that need exists for both the States and the 
Federal Government to raise the level of aid to the blind throughout 
the country. Accordingly, we "propose that in addition to raising 
the matching ceiling at least to $75, the Federal percentage should also 
be substantially increased. 

By this method, even the States which have the least ability to raise 
assistance payments without additional Federal participation because 
they have the smallest taxable resources, will be enabled to meet 
the actual needs of their blind aid recipients more adequately. 

We set forth in the Kind bill the proposal to raise the ceiling to 
$75, and to increase the share from four-fifths of the first $30, to 
six-sevenths of the first $35. Since you already have had a good deal 
of testimony for such an increase in ceiling and share, I won’t repeat 
the remarks I have here, but I hope that they may be incorporated 
in the record. 

What we desire most of all is that some formula be selected which 
will permit the amount of the increase to be passed on to the recipients 

rather than simply to lie idle or otherwise buttress other programs in 
effect in the State treasuries. 
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The last increase granted by Congress of $4 was not systematically 
assed on, certainly by not all of the States, and it is highly desirable 
rom our ‘point of view to make this increase to help the blind and 

aid recipients and not otherwise to buttress up the Beate treasuries. 

Finally, I would like to make a few remarks about the elimination 
of State residence requirements. These have to do with H. R. 8473 
and H. R. 9832 which call for the abolition of all length-of-residence 
requirements in State public-assistance programs for the blind as a 
condition of receiving Federal financial ae 

The purpose of this proposal is to implement the self-support ob- 
jective of public assistance for the blind by removing the discrimina- 
tory restrictions upon free movement incorporated in the residence 
requirements of the various States. 

The motives which impel people to move from one community or 
one State to another are, of course, many and various. 

Politics, economics, religion, poverty, misfortune, persecution, war, 
pestilence, disaster, hope, adventure, the lure of gold, of uranium, 
ambition, opportunity—out of these vital and human elements are 
migrations compounded ; and out of these, not to speak of citizenship 
and government in a democracy, springs the right of free movement. 

The motives of blind persons in their movement across State borders 
are no less specific and purposeful. Either they result from the search 
for broader economic and social opportunity or they are impelled 
by reasons of health. 

Their right to be unrestricted in their movements, in leaving one 
State in order to take up residence in another is, therefore, intimately 
bound up with the announced purposes of self-support and self-care 
under the Federal program of public assistance and, accordingly, the 
residence barriers presently erected in most State programs of aid 
are contradictory of these purposes. 

It is not the blind alone who suffer from the discrimination and 
deprivation worked by State residence requirements for public assist- 
ance. A few months ago, Senator Proxmire, of Wisconsin, called 
attention in a Senate speech to the Wisconsin law—which he termed— 
a legally unsound one as well as a morally unjust law * * * which requires 
a l-year residence in the State as a condition for several forms of public- 
assistance aid * * *. This residency requirement was a very substantial factor 
in the pneumonia death of a 1-year-old baby girl in Milwaukee early this winter. 

And the Senator went on to relate the story of a family unable to 
furnish milk for its 2-month-old baby girl in Milwaukee, in a State 
producing 814 billion quarts of milk a year, through failure to meet 
the residence requirement for public assistance. 

In the famous Edwards Case—H'dwards v. California (314 U. 8. 
160, 1944) in which the United States Supreme Court struck down a 
State law making it a misdemeanor knowingly to bring into the State 
an indigent outsider, Justice Jackson wrote that a State cannot be 
permitted to discriminate among those seeking entrance and residence 
status on the basis of their property or lack of it. 


Any measure— 
said Justice Jackson— 


which would divide our citizenry on the basis of property into one class free to 
move from State to State and another class that is poverty-bound to the place 
where it has suffered misfortune, is not only at war with the habit and cus- 


+e mere oe me 
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tom by which our country has expanded, but is also a shortsighted blow at the 
security of property itself. Property can have no more dangerous, even if unwit- 
ting, enemy than one who would make its possession a pretext for unequal or 
exclusive civil rights * * *. 

No less relevant to the attempt to restrict the free movement of blind 
aid recipients through the imposition of State residence requirements 
are the words of Justice Douglas, also enunciated in the Edwards case. 
For a State to prohibit in any way the free in-migration of persons 
who are poor, he said— 
would permit those who were stigmatized by a State as indigents, paupers, or 
vagabonds to be relegated to an inferior class of citizenship. It would prevent 
a citizen, because he was poor, from seeking new horizons in other States. It 
might thus withhold from large segments of our people that mobility which is 
basic to any guaranty of freedom of opportunity. The result would be sub- 
stantial dilution of the rights of national citizenship, a serious impairment of 
the principles of equality. 

The imposition of residence requirements as conditions of eligibility 
for public assistance, accordingly, constitutes a denial to blind recip- 
ients of that right of free movement which is indispensable to op- 
portunity. Now that self-care and self-support have become part of 
the declared purpose of the Federal program of public assistance, such 
requirements deprive the recipient of aid of one of the primary and 
frequently essential means of achieving that goal—namely, the right 
to follow the path of economic opportunity and personal improve- 
ment wherever it may lead. 

For any State arbitrarily and artificially to block that path is to 
default its obligation to the declared purpose of the public-assistance 
law and to stifle the hopes of thousands of blind citizens for financial 
independence and successful integration within society. 

May I conclude by emphasizing that the adoption of H. R. 12269, 
8131, and 8473 will mean that the self-support and self-care provisions 
written into the law through the 1956 amendments have at last found 
definite implementation. 

It will mean that public assistance for the blind has finally emerged 
from the medieval heritage of the poor laws, with their niggardly 
philosophy of the means tests, the enforcement of relatives’ respon- 
sibility, and individual needs individually determined, into the modern 
atmosphere appropriate to a free and prosperous society ; a climate in 
which the needs of dignity and decency, of economic independence 
and social interdependence are recognized alongside the primeval need 
of shelter and subsistence. 

The outmoded philosophy of aid was the product of an economy 
of scarcity, and reflected a pessimistic and despairing view of the 
capacities of the handicapped and needy; the new philosophy, affirma- 
tively embodied in H. R. 8131, is the product of our economy of 
abundance, and reflects the confident view of the world’s most powerful 
and productive Nation that all of its citizens should be guaranteed a 
fair opportunity to prove their worth and make their way. 

In short, to attain the goals of self-care and self-support. I appre- 
ciate very much the opportunity to present these views to you. 

Mr. Foranp (presiding). That concludes your statement, does it? 

Dr. TeEnBroex. It does. 

Mr. Foranp. Without objection, your statement in full will be 
embodied in the record and, if you so desire, the appendix to your 
statement. 
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Dr. renBrorx. I would like that to go in, too, please. 
Mr. Foranp. That will also be incorporated. 
(The documents referred to follow :) 


STATEMENT BY JACOBUS TENBROEK, PRESIDENT, NATIONAL FEDERATION OF THE BLIND 


Mr. Chairman and members of the committee, my name is Jacobus tenBroek. 
I am a professor at the University of California and a member of the California 
State Social Welfare Board. Today I am appearing in neither of these capaci- 
ties. I am here to represent the National Federation of the Blind, the only 
nationwide organization open to all who are blind. Our federation, which has 
affiliated statewide organizations in 44 States and individual members in the 4 
remaining, is an organization of the blind themselves dedicated to the goals of 
security, equality, and opportunity for all of our citizens who are without sight. 

My testimony today relates to pending social-security legislation affecting the 
blind—in particular to the long-standing Missouri-Pennsylvania question (H. R. 
12269, H. R. 10915, H. R. 11823, H. R. 12218) to the implementation of the self- 
support and self-care amendments of 1956 (H. R. 8131, H. R. 10602), to State 
residence requirements as conditions of eligibility for public assistance (H. R. 
8478, H. R. 9832), and to disability insurance as it affects the blind (H. R. 6633). 

Two years ago Congress amended the Social Security Act, adding a new dimen- 
sion to the public-assistance provisions of the law. Section 300 of the Social 
Security Act Amendments of 1956 declares: “It is the purpose of this title 
* * * (b) to promote the well-being of the Nation by encouraging the States to 
place greater emphasis on * * * helping needy families and individuals attain 
the maximum economic and personal independence of which they are capable, 
** *” Strengthening this general declaration, new language was added to the 
purpose clause of each of the public assistance titles. In the case of title X, 
dealing with the blind, section 1001 now states that Federal public-assistance 
grants are for the purpose of “enabling each State to furnish financial assistance, 
as far as practicable, under the conditions in such State, to needy individuals 
who are blind and of encouraging each State, as far as practicable under such 
conditions, to help such individuals attain self-support or self-care, * * *” 

The 1956 amendments thus added the goals of self-care and self-support to 
the list of purposes served by the public assistance program. With the addition 
of these constructive elements, Congress brought about a basic change in the 
character of public assistance, and registered its recognition that the human 
need of the blind or disabled individual to find his place as an active and contri- 
buting member of society is no less important than his animal need for food 
and shelter. Rehabilitation and self-support for the “rehabilitable” are, indeed, 
inseparably connected with basic moral, social and political tenets of our sy- 
stem—with individualism, with self-reliance and initiative, with the dignity 
and worth of the human person, with equality of opportunity, both economic 
and social, and with full rights of participation in the norcal activities of the 
community. 

After more than 20 years of experience under the Social Security Act, the 
Nation has learned much concerning both the disabilities and capabilities of our 
nearly 400,000 sightless citizens. At the outset, the Social Security Act of 1935 
and its categorical aid programs addressed themselves to the immediate prob- 
lems of poverty in a time of depression. The addition of title X, dealing with 
the blind, came almost as an afterthought in the deliberations of Congress, and 
was patterned closely after the provisions of title I, dealing with the aged. 
Thus, the numerous and profound differences between these two groups of re- 
cipients were glossed over in the original formulation and early administration 
of the act. 

Gradually, however, it has come to be recognized that the needs arising from 
blindness are not the same as those arising from old age. The paramount distinc- 
tion is in the fact that most of the aged are beyond the productive years of life, 
whereas many of the blind still have their lives and careers before them. Their 
need is not for relief alone but for return to normal life—for the “hand up” 
which will enable them to achieve the goal of self-support. 

Furthermore, the public assistance program for the blind will increasingly 
draw its clientele from the ranks of those in the productive years of life. As 
the old-age and survivors insurance program expands its coverage and improves 
its benefits, the number of aged blind persons eligible for aid to the blind cor- 
respondingly diminishes. The addition of disability insurance is a new factor 
contributing to the same result. 
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In short, the category of blind men and women who are to receive primary 
benefit from the public assistance program is now increasingly composed of 
those who deserve and demand the opportunity to be useful and productive citi- 
zens, making an active contribution to the welfare of their families, their com- 
munities and their Nation. Because public assistance provisions designed for 
depression and oriented toward old age were inadequate to meet these purposes, 
the self-support and self-care clauses were added to the amendments of 1956. 

We now come before you, gentlemen, to ask for legislative provisions which 
will implement and carry out the declared goal of self-care and self-support. 
The general purposes must now be translated into genuine prospects. Today, 2 
years after the passage of the 1956 amendments, we still have a program of 
public assistance geared to relief and not to the needs of rehabilitation, employ- 
ment and self-support. It is evident that more implementive provisions are 
needed. 

We believe that the self-care and self-support purpose can effectively be imple- 
mented through seven specific provisions. I should like to enumerate and briefly 
analyze each of these in turn. 


1. Permanent solution of the Pennsylvania and Missouri problem—H. R. 12269 


H. R. 12269 amends title X of the Social Security Act to provide that a State 
plan for aid to the blind may use a more liberal means test than that presently 
in force without loss of Federal funds; also without increase in Federal funds. 
This is accomplished by adding a single rather complex sentence to clause (8) 
of section 1002 (a) as follows: “A State plan for aid to the blind shall not be 
required to meet the requirements of clause (8) if in lieu thereof it provides 
that the State agency, in determining need, shall take into consideration less of 
the other income and resources of the individual claiming aid to the blind than 
would be required to be considered under clause (8) or shall disregard more than 
the first $50 per month of earned income, or that the State agency shall pay a 
fixed sum to all individuals eligible for aid to the blind; but payments under 
section 1003 shall be made, in the case of any such plan, only with respect to 
expenditures thereunder which would be included as expenditures for the pur- 
poses of section 1003 if the plan met the requirements of clause (8).” 

We urgently request that the Ways and Means Committee give its active sup- 
port to this bill and thus provide a solution to a long-standing problem con- 
sistent with the self-care and self-support objective of the Social Security Act. 
Let me explain what that problem is. 

Missouri and Pennsylvania have in effect plans for aid to the blind which 
have been held out of conformity with the means test requirement of the Federal 
Social Security Act. These plans have been in effect since before the adoption 
of the Social Security Act. In recent years they have remained in effect by 
virtue of special legislation adopted by Congress in 1950. The terminal period 
of this special legislation was extended from June 30, 1955, to June 30, 1957, 
and again to June 30, 1959. Under this legislation, the Federal Government 
provides participating funds only for those individuals who meet the strict 
requirements of the Federal law. The remaining eligible blind people of 
Missouri and Pennsylvania are paid entirely from State money. 

Ironically, the features of the Missouri and Pennsylvania blind aid plans 
which resulted in their being held out of conformity with the Federal act are 
precisely those features which are best calculated to stimulate and encourage 
blind people to render themselves self-supporting. 

(1) Missouri has two separate plans. One plan which is supported entirely 
by State funds, provided for those blind persons who meet the eligibility require- 
ments of the State law, but do not meet the more restrictive requirements of the 
Federal law. The other plan is supported by Federal and State participating 
funds and provides only for those persons who meet the more strict Federal 
definition of need. Pennsylvania has only one plan but the Federal eligible and 
ineligible recipients are separated as a bookkeeping transaction. 

(2) In Missouri and Pennsylvania a flat fixed amount of $60 is paid to each 
recipient each month. This is in contrast to the variable individual payments 
of the Federal law. 

(3) In Missouri a blind person is allowed to earn $175 a month and still 
qualify for the full amount of the pension while under present Federal law only 
$50 per month is allowed as exempt earnings. In Pennsylvania a blind person is 
allowed to earn $148.33 and still qualify for the full amount of the grant. 

(4) In Missouri and Pennsylvania the amount of cash and property that a 
blind person may have and still qualify for the full pension is more liberal than 
under the Federal provisions. 
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H. R. 12269 would: 

(1) Preserve to the States their right to provide improved social-welfare pro- 
grams for the blind wholly financed out of State funds. 

(2) Make it possible for Missouri and Pennsylvania to retain permanently, 
and for other States to adopt, if they wish to do so, any or all of the distinctive 
features of the Missouri-Pennsylvania plan of aid to the blind. 

(3) Continue to measure by the present standards the amount of each State’s 
Federal grant and to do so on like terms to all States. The definition of the 
means test that is contained in clause (8) of section 1002 (a) would apply to 
all States for the purpose of determining the part of any State’s expenditures 
that will be covered by the Federal grant. 

(4) Impose no limitation or requirement on the allowable exceptions from the 
means test in the direction of greater liberality upon any State plan in order 
to retain a title X Federal grant for federally eligible cases. In order to pre- 
vent the States from circumventing the minimum standards of the Federal 
program by transferring recipients to a drastically less adequate State program, 
the States are permitted to increase, but not to decrease the extend to which the 
recipients’ earnings, or income, or other resources will be excepted from the 
means test. 

(5) Restore an important States right—the right to provide at State expense, a 
more liberal program of aid to the blind than the Federal Government chooses 
to allow. Since under the provisions of this legislation, the Federal Government 
would only provide participating funds for those individuals who would qualify 
under the present strict Federal definition of need, the plan could not possibly 
increase the cost to the Federal Government. It would in fact in time provide 
a real financial benefit to the Federal Government. Through more liberal State 
financed welfare programs geared to rehabilitation and self-support, more blind 
people will make their way off of the relief rolls and will encourage our 
nonsighted citizens to make the most of their productive years, and by so doing, 
to become more useful citizens. 

(6) Bring the Federal ruling with respect to the Pennsylvania and Missouri 
dual aid programs into harmony with other Federal rulings. For example, in 
California, there are four groups of recipients of public assistance in whose pay- 
ments the Federal Government does not share—recipients of aid to the partially 
self-supporting blind, recipients of aid to needy children in boarding homes and 
institutions, recipients of aid to needy children in the so-called mismanagement 
cases in which aid is paid in kind and aged and blind recipients who are patients 
in institutions for the mentally ill. The first group are ineligible for Federal 
funds because the income and property conditions of eligibility for the program 
are too generous; the second, because the children involved are not. being cared 
for in their own homes and by relatives of a specified degree of closeness; the 
third, because assistance is not in the form of an unrestricted money payment; 
the fourth, because of a specific exclusionary provision in the Federal Social 
Security Act. The public assistance payments made to these blind persons, 
children, and recipients in mental institutions, consequently, are derived entirely 
from State and county sources. Despite the presence in California of these totally 
State-supported public assistance programs for federally ineligible cases, the 
Federal officials have not, as they have with respect to Missouri and Pennsylvania, 
held the State out of conformity with the requirements for Federal funds with 
respect to federally eligible recipients. Indeed, the Federal officials have given 
the California federally ineligible programs active, if not express, support by 
allowing them to be included within the new State-Federal medical care program 
for public assistance recipients. 

H. R. 12269 would preclude Federal interference with wholly State-supported 
programs for the blind on the ground that they are too liberal, thus allowing the 
States to experiment with such programs to try out various devices and provisions, 
and to go as far as they wish beyond the minimum standards of the Federal 
Social Security Act. In addition to this essentially negative guaranty, we now 
propose a number of positive provisions designed to carry out the self-care, 
self-support idea embodied in the Federal act and to be required of the States 
to bring them into conformity with that act. 


2. Increased exemption of earned income 


H. R. 8131 and H. R. 10602 provide that all blind aid recipients be granted 
increased exemptions of earned income up to $1,000 a year, plus 50 percent of 
every earned dollar above $1,000. 

The purpose of the proposal for an increased exemption of earned income is 
to preserve the incentive value of individual earnings, which is largely destroyed 
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by the means-test system of publie assistance. Under this onerous system all 
earnings of the recipient must be applied to meet his subsistence needs as 
established in the budget. If the State grant is sufficient to meet those needs, 
it is then reduced by the amount of his earnings. Therefore the blind person is 
severely penalized and effectively discouraged in his efforts to lift himself by his 
own bootstraps. Recognizing this harsh and self-defeating tendency of the means 
test, Congress in 1950 provided for an exemption of $50 per month of earned 
income in determining the amount of monthly assistance. The report of the 
Senate Finance Committee, which accompanied the bill, makes clear the con- 
structive purpose of this exemption. “Under title X of the Social Security 
Act the States are required, in determining the need for assistance, to take into 
consideration the income and resources of claimants of aid to the blind. Your 
committee believes this requirement stifles incentive and discourages the needy 
blind from becoming self-supporting and that therefore it should be replaced 
by a requirement that would assist blind individuals in becoming useful and 
productive members of their communities.” 

However, the $50 per month exemption of earned income has proven to be 
entirely inadequate (even aside from its steady reduction through inflation) 
to permit more than a very few blind recipients to gain a firm foothold on the 
economic ladder. To accomplish the tremendous leap from near-total dependency 
to complete self-support at a single bound, as the law presently requires, would 
be beyond the capacity of most citizens whether blind or sighted. The method 
we propose, for a larger exemption of earned income together with a gradual 
reduction of aid payments as earnings increase, would facilitate the transition 
from the relief rolls to complete self-support. 

That such a policy is possible and can be successful is illustrated by a program 
for the blind which has been in effect in the State of California since 1941. The 
California aid to the partially self-supporting blind residents program permits 
every recipient to retain a maximum of $1,000 a year of net income without 
deduction from the maximum monthly grant of $110, plus 50 percent of all net 
income above $1,000. The only limitation is that the recipient must have a 
reasonably adequate plan for self-support, and must give evidence that he is 
attempting to carry out that plan through a sincere and sustained effort. 

Clear proof of the effectiveness of this program is to be seen in the numbers 
of recipients who have been enabled to attain self-support and thus to leave 
the rolls. By mid-1949, 8 years after the program was inaugurated, 32 percent 
of the total number of recipients (316 out of 933) had become self-supporting 
either permanently or for varying periods of time. During the fiscal year ending 
June 30, 1957, 11.5 percent of all recipients in the program became self-supporting 
and were enabled to terminate payments. : On an annual basis, upward of 10 
percent of recipients of California’s aid to partially self-supporting blind 
residents are achieving self-support either permanently or for substantial periods. 
It should be noted, that for every recipient of California’s aid to partially self- 
supporting blind residents who achieves permanent self-maintenance, there is an 
estimated saving of $1,320 per year. Thus, if the 34 persons who left the rolls 
last year achieve total self-support, it will mean an annual saving to the State 
of California of almost $45,000 in public assistance. 


8. Increased property exemptions 


We believe that each recipient of aid to the blind should be entitled to possess 
at least the assessed valuation of $3,000 of real and personal property plus prop- 
erty in whatever amount used as a home; and that, in the case of an individual 
who has an approved plan for self-support, such additional amounts of other 
income and resources as may be necessary to fulfill the plan should be disregarded. 

The retention of modest amounts of property and resources by the blind 
recipient is a vital factor in encouraging commercial and professional plans for 
self-support and creating self-confidence and self-reliance despite the barriers 
to opportunity which exist for the blind in our society. The instruments and 
materials of a workshop, the books and equipment of the lawyer and doctor, 
the merchandise of a commercial enterprise, the animals, tools and machinery 
of an agricultural venture—none of these may presently be retained in necessary 
amounts under the law, but all represent potential means in the hands of the 
sightless individual in his struggle to carve out an independent career. 

Since self-care and self-support have become (by virtue of the 1956 amend- 
ments) recognized needs of individuals which the State may meet under the 
public-assistance program, they also should be treated as needs within the mean- 
ing of those provisions of State and Federal public-assistance laws dealing with 
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the private income and resources of recipients. The public-assistance titles of 
the Social Security Act provide that “the State agency shall, in determining 
need, take into consideration any other income and resources of an individual 
claiming” aid. Under this provision, the private income and resources of a re- 
cipient, the Federal administrators have held, must be used to meet his needs— 
that is, those needs which the cash grant will be supplied to meet if the private 
income and resources so utilized are insufficient. To the traditional list of 
needs—food, clothing, shelter, medical care, personal incidentals and recreation— 
has now been added the attainment of self-support and self-care. Private in- 
come and resources, therefore, should be used to meet this newly recognized 
need. Accordingly, the States should be required to remove the limitations on 
the amount of real and/or personal property which recipients may own, at least 
with respect to real and personal property used to attain self-care and self-sup- 
port. The same is true of income or other resources earned or unearned. 

To permit blind recipients of public assistance to retain and enjoy modest 
amounts of property while remaining eligible for aid is to preserve a basis of 
rehabilitation. To enable such persons to utilize their own property and other 
resources in order to gain self-support and ultimate independence from public 
aid is only to implement the constructive purposes now written into the law. 
H. R. 8131 and H. R. 10602 would accomplish these purposes. 

Moreover, H. R. 8131 and H. R. 10602 further implement the self-support and 
self-care purpose by prohibiting any public-assistance agency from requiring 
blind recipients to subject their property to liens, or to transfer title to their 
property to these agencies as a condition of receiving aid. Encumbering their 
property deprives blind individuals of the right and ability to make active use 
of such property as means toward the goal of self-sufficiency and financial inde- 
pendence. The overriding purpose of restoring the blind to useful and produc- 
tive lives is clearly contradicted if we permit their futures to be mortgaged or 


their property frozen because they have been compelled to seek assistance in 
time of need. 


4. Elimination of legal liability of relatives 


We propose that the ability of relatives to contribute to the support of blind 
aid recipients be disregarded entirely in determining eligibility or the amount of 
the grant under the public-assistance program. 

The purpose declaration of the 1956 amendments to the Social Security Act 
includes this statement: “[T]o promote the well-being of the Nation by encour- 
aging the States to place greater emphasis on helping to strengthen family life 
and helping needy families and individuals attain the maximum economic and 
personal independence of which they are capable.” Thus, alongside the goals of 
self-support and self-care, the aim of helping to strengthen family life is made 
a specific purpose of the public-assistance program. In contrast to this ob- 
jective, the effect of enforcing relatives’ responsibility—a concept which is itself 
a holdover from the medieval poor laws—has been to humiliate and demoralize 
individual recipients and their families alike. While the returns from such en- 
forcement have never been financially significant in reducing expenditures under 
the program, such enforcement has plainly worked injustice and hardship both 
upon the aging parents passing out of the productive years of life, and upon 
their blind sons and daughters still in the productive years of life. Indeed, the 
general consequence of the practice has been to spread, rather than to relieve, 
poverty while at the same time disrupting family ties, replacing mutual affection 
with bitterness, and retarding the development of the healthy family relations 
which are declared to be a major purpose of the public-assistance programs. 


5. Equal minimum payments 


H. R. 8131 and H. R. 10602 provide that, in order to minimize the harsh ef- 
fects of the means test and promote the purposes of personal rehabilitation and 
self-support, public assistance be granted on the basis of equal minimum pay- 
ments to all bind recipients, to be specified by State law and to be employed 
as a floor of protection against dependency. Thus the minimum might vary from 
State to State in accordance with local conditions; but it would be derived from 
the demonstrated needs of the group of recipients rather than from the demon- 
strated needs of the individual. The special circumstances of the individual 
would be taken into consideration for grants above the minimum amount. 
Through the device of the fixed minimum grant the dignity and integrity of the 
recipient, as well as his right to privacy, are safeguarded; he is no longer sub- 
jected to the individualized investigations and discretionary judgments of the 
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social worker, but is regarded as a member of a class, entitled to be treated 
in a manner prescribed by law. 

The purpose of this provision is to replace in part the present onerous system 
of budgeting each recipient individually on the basis of individual need indi- 
vidually determined. The inescapable tendency of the present practice is toward 
the gradual assumption of control by social workers over the personal affairs 
and very lives of the blind. No aspect of the existing law is more oppressive 
to the recipient or less conducive to his self-direction and self-reliance than 
this intricate and wasteful system, in which every penny of income must be 
analyzed and investigated and every resource meticulously assessed before the 
amount of each month’s payment can be determined. The immediate and obvi- 
ous consequence is that the client soon loses control of his supposedly free con- 
sumption choice; less obvious but still more crucial is his gradual loss of self- 
management and of the indispensable sense of self-control. Under such condi- 
tions the personal qualities most essential to the achievement of independence 
are soon undermined and destroyed. 

The principle of equal minimum payments to all blind recipients, with its provi- 
sion of a floor of security and a positive stimulus to self-help and independence, 
has been in effect in California since 1929. In that State any blind person 
eligible for aid receives a grant of $110 a month or so much thereof as is neces- 
sary to bring the sum of his grant and income to $110 a month. The successful 
practice of nearly 30 years’ standing in that State has demonstrated that the 
payment of fixed minimum grants to which all eligible persons are equally 
entitled helps to counteract the harshest features of the individualized means 
test; reduces administrative overhead and simplifies procedures ; and, most vital 
of all, preserves and promotes the moral and psychological well-being of blind 
recipients and stimulates them toward greater efforts in the direction of inde- 
pendence and self-support. 

Equally demonstrative of the feasibility and value of equal minimum pay- 
ments is the Nevada Aid to the Blind Act, which was passed in 1953. The 
Nevada law stipulates that “the individual needs of each person claiming aid to 
the blind shall be presumed and deemed to be not less than $90 per month.” 
Moreover, if the actual needs of the recipient exceed that figure, he is entitled 
to a payment sufficient to meet his particular needs unless he has outside income 
available to meet them. In this way, Nevada establishes a floor of security for 
every recipient of aid, but imposes no ceiling other than that which is derived 
from his actual needs. 

These concrete examples of successful execution of the principle of equal 
minimum payments in State programs of aid to the blind make clear that the 
principle is administratively feasible and financially sound. But, what is most 
significant, they demonstrate a constructive alternative to the oppressive system 
of “individual need individually determined” under the ancient standard of the 
means test. 


6. Increased Federal ceiling and share 

To assure that aid-to-the-blind payments will more adequately meet the 
actual financial needs of recipients while they remain in distress, H. R. 8131 
and H. R. 10602 raise the ceiling on the matching of State funds by the Federal 
Government from the present maximum of $60 per month to a maximum of $75 
per month and change the Federal percentage to six-sevenths of the first $35. 
The bill thus seeks to provide a modest counterbalance to the tremendous 
advance in the cost of living over recent years. When the Social Security Act 
was first passed in 1935, the maximum payment to any blind recipient in which 
the Federal Government would participate was fixed at $50 per month, of which 
the Federal Government would pay one-half. The maximum amount in which 
the Federal Government will participate has since been increased by only $10, 
and the Federal share by only $14, although the cost of living has nearly 
doubled since 1935 and the standard of living to which the people have become 
accustomed has sharply risen. Within the last 2 years alone—since the passage 
of the 1956 social security amendments, which embodied the most recent in- 
crease in Federal participation—the cost of living has risen 5.6 percent. The 
cost of food in the same period has increased 6.8 percent, and the cost of medical 
care has gone up 6.7 percent. For persons of fixed income, these figures repre- 
sent a corresponding loss in purchasing power and consequently in their ability 
to obtain even the bare necessities of life. The last slight increase from Fed- 
eral funds—permitting a maximum addition of $4 per recipient—has been more 
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than wiped out by the rise in living costs. Many of those who were in need 
2 years ago are today in worse need than ever. 

The consequence of the failure on the part of the Federal Government and 
the States to keep pace with rising prices has been that even greater poverty 
and distress have been forced upon the blind men and women who must depend 
on public assistance. Some States, to be sure, have demonstrated their willing- 
ness to meet this challenge at least in part by raising their payments sub- 
stantially above the Federal matching ceiling. But despite the change in the 
ceiling and the increase in the matching formula brought about in 1956, it is a 
fact that only 28 States passed on to blind aid recipients $2.95 or more of the 
possible increase under the amendments—while 11 States passed on only $2 
or more, 6 States passed on less than $1.50, and 4 States actually decreased 
the average amount paid to their needy blind citizens. 

Graphic indication of the inadequacy of present public assistance grants to 
the blind is contained in the fact that average individual payments dropped over 
the Nation as a whole by $2.44 between June 1957 and February 1958—although 
food and living costs were continuing their inflationary rise. No less than 30 
States made average payments to the blind in February 1958, which were a 
dollar or more (often much more) below those made 8 months before in June 
1957. 

It is evident, therefore, that need exists for both the States and the Federal 
Government to raise the level of aid to the blind throughout the country. Ac- 
cordingly, we propose that in addition to raising the matching ceiling at least 
to $75, the Federal percentage should also be substantially increased. By this 
method, even the States which have the least ability to raise assistance pay- 
ments without additional Federal participation, because they have the smallest 
taxable resources, will be enabled to meet the actual needs of their blind aid 
recipients more adequately. 

7. Elimination of State residence requirements 

H. R. 8473 and H. R. 9832 call for the abolition of all length-of-residence 
requirements in State public assistance programs for the blind as a condition 
of receiving Federal financial participation, 

The purpose of this proposal is to implement the self-support objective of 
public assistance for the blind by removing the discriminatory restrictions 
upon free movement incorporated in the residence requirements of the various 
States. The motives which impel people to move from one community or one 
State to another are, of course, many and various. Politics, economics, religion ; 
poverty, misfortune, persecution; war, pestilence, disaster; hope, adventure, 
the lure of gold, of uranium; ambition, opportunity—out of these vital and 
human elements are migrations compounded; and out of these, not to speak 
of citizenship and government in a democracy, springs the right of free move- 
ment. The motives of blind persons in their movement across State borders 
are no less specific and purposeful; either they result from the search for 
broader economic and social opportunity or they are impelled simply by rea- 
sons of health. Their right to be unrestricted in their movements, in leaving 
one State in order to take up residence in another, is therefore intimately 
bound up with the announced purposes of self-support and self-care under the 
Federal program of public assistance—and, accordingly, the residence barriers 
presently erected in most State programs of aid are contradictory of these 
purposes. 

It is not the blind alone who suffer from the discrimination and deprivation 
worked by State residence requirements for public assistance. A few months 
ago Senator Proxmire of Wisconsin called attention in a Senate speech to 
the Wisconsin law—which he termed “a legally unsound one as well as a 
morally unjust law’’—‘which requires a 1-year residence in the State as a condi- 
tion for several forms of public-assistance aid. * * * This residency requirement 
was a very substantial factor in the pneumonia death of a 1-year-old baby 
girl in Milwaukee early this winter.” And the Senator went on to relate the 
story of a family unable to furnish milk for its 2-month-old baby—in a Staté 
producing 81% billion quarts of milk a year—through failure to meet the resi 
dence requirement for public assistance. 

In the famous Edwards case [Edwards v. California, 314 U. S. 160 (1944) ] in 
which the United States Supreme Court struck down a State law making it a 
misdemeanor knowingly to bring into the State an indigent outsider, Justice 
Jackson wrote that a State cannot be permitted to discriminate among those 
seeking entrance and residence status on the basis of their property or lack 
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of it. “Any measure,” said Justice Jackson, “which would divide our citizenry 
on the basis of property into one class free to move from State to State and 
another class that is poverty-bound to the place where it has suffered mis- 
fortune is not only at war with the habit and custom by which our country 
has expanded, but is also a shortsighted blow at the security of property itself. 
Property can have no more dangerous, even if unwitting, enemy that one who 
would make its possession a pretext for unequal or exclusive civil rights. * * *” 

No less relevant to the attempt to restrict the free movement of blind aid 
recipients through the imposition of State residence requirements are the 
words of Justice Douglas, also enunciated in the Edwards case. For a State 
to prohibit in any way the free in-migration of persons who are poor, he said, 
“would permit those who were stigmatized by a State as indigents, paupers, 
or vagabonds to be relegated to an inferior class of citizenship. It would pre- 
vent a citizen, because he was poor, from seeking new horizons in other States. 
It might thus withhold from large segments of our people that mobility which 
is basic to any guaranty of freedom of opportunity. The result would be a sub- 
stantial dilution of the rights of national citizenship, a serious impairment of 
the principles of equality.” 

The imposition of residence requirements as conditions of eligibility for 
public assistance, accordingly, constitutes a denial to blind recipients of that 
right of free movement which is indispensable to opportunity. Now that self- 
care and self-support have become part of the declared purpose of the Federal 
program of public assistance, such requirements deprive the recipient of aid 
of one of the primary and frequently essential means of achieving that goal— 
namely, the right to follow the path of economic opportunity and personal 
improvement wherever it may lead. For any State arbitrarily and artificially 
to block that path is to default its obligation to the declared purpose of the 
public assistance law and to stifle the hopes of thousands of blind citizens for 
financial independence and successful integration within society. 

May I conclude by emphasizing that the adoption of H. R. 12269, H. R. 8131 
and H. R. 8473 will mean that the self-support and self-care provisions written 
into the law through the 1956 amendments have at last found definite imple- 
mentation. It will mean that public assistance for the blind has finally emerged 
from the medieval heritage of the poor laws—with their niggardly philosophy 
of the means test, the enforcement of relatives’ responsibility, and individual 
need individually determined—into the modern atmosphere appropriate to a 
free and prosperous society : a climate in which the needs of dignity and decency, 
of economic independence and social interdependence, are recognized alongside 
the primeval need of shelter and subsistence. The outmoded philosophy of 
aid was the product of an economy of scarcity, and reflected a pessimistic and 
despairing view of the capacities of the handicapped and needy; the new philos- 
ophy, affirmatively embodied in H. R. 8131, is the product of our economy of 
abundance, and reflects the confident view of the world’s most powerful and 
productive Nation that all of its citizens should be guaranteed a fair opportunity 
to prove their worth and make their way—in short, to attain the goals of self- 
eare and self-support. 

APPENDIX 


RESOLUTIONS ADOPTED BY THE ANNUAL CONVENTION OF 1957 RELATING To Socran 
SECURITY AND DISABILITY INSURANCE 


“RESOLUTION 57-13 


“Whereas the need of blind recipients of public assistance to become self- 
supporting and contributing members of their communities is an individual need 
as compelling as the needs for food, shelter, and clothing; and 

“Whereas financial assistance under current policy is given to recipients only 
when their personal income and resources are insufficient to meet their survival 
needs, the consequence of which is that such resources as the recipient may 
possess are entirely used up to satisfy consumption needs and cannot be devoted 
to any endeavor to attain self-support and economic self-sufficiency ; and 

“Whereas if recipients were permitted to utilize outside income and resources 
in efforts to regain economic independence a great number of persons in the 
productive years of life who are now compelled to depend indefinitely upon 
public aid could work their way off the assistance rolls: Now, therefore, be it 

“RESOLVED by the National Federation of the Blind in convention assembled 
in New Orleans, La., this 7th day of July 1957, That, this convention directs and 
instructs the officers and directors of the National Federation of the Blind to 
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seek and support legislation in the Congress which will permit individual blind 
recipients of public assistance having a reasonable plan to attain self-support 
and willing to make a sincere and sustained effort in the fulfillment of the 
plan to submit and obtain approval from agencies administering public as- 
sistance for the utilization of whatever income and resources they may indi- 
vidually possess to carry out their individual plans to achieve self-support.” 

The foregoing resolution was unanimously adopted by a vote of the National 
Federation of the Blind Convention on July 7, 1957. 


“RESOLUTION 57-09 


“Whereas H. R. 8131, now pending in Congress proposes that all blind recip- 
ients of public assistance be given incentive by granting them increased exemp- 
tions of earned income up to $1,000 per year, and that incentive to gain com- 
plete economic independence be retained by gradually reducing aid payments to 
them through the device of taking into consideration only 50 percent of each 
earned dollar above $1,000 per year; and 

“Whereas the bill provides that every aid to the blind recipient shall be 
entitled to possess at least the assessed valuation of $3,000 in real and personal 
property; and additional possessions of real and personal property may be 
approved for individuals whose individual plans for attaining self-support- may 
require their use; and 

“Whereas further implementing the self-support purpose, the bill prohibits any 
public assistance agency from requiring blind recipients to subject their property 
to liens or to transfer title to their property to these agencies as a condition of 
receiving aid; and 

‘“‘Whereas the bill also requires that the ability of relatives to contribute to the 
support of recipients be entirely disregarded in determining eligibility; and 

“Whereas H. R. 8131 further provides for equal minimum payments to all 
eligible blind individuals in any State; and 

“Whereas to provide more adequate assistance payments to the blind, H. R. 
8131 raises from $60 to $75 the matching ceiling on Federal financial participa- 
tion, and provides that the Federal Government will pay six-sevenths of the 
first. $35 of average monthly payments to recipients instead of four-fifths of the 
first $30 paid on the average as provided in current law ; and 

“Whereas adoption of the amendments proposed in H. R. 8131 would not only 
provide more adequate relief from the distress of poverty among needy blind 
persons, but would also mean that the rehabilitation approach would be placed 
at the core of the Nation’s public assistance program for the blind: Now, there- 
fore, be it 

“Resolved by the National Federation of the Blind in convention assembled in 
New Orleans, La., this 7th day of July 1957, That this convention declares and 
directs that it shall be the policy of the National Federation of the Blind to give 
wholehearted support to all of the provisions of H. R. 8131, and the officers and 
directors of the National Federation of the Blind are instructed to do all things 
possible to obtain approval from the Congress for the badly needed revisions 
of title X which are set forth in H. R. 8131; and further, be it 

“Resolved, That this convention express to Cecil R. King of California the 
deep appreciation of all the organizations affiliated in the National Federation of 
the Blind for his continued efforts to secure enlightened improvements in public 
welfare programs for the blind.” 

The foregoing resolution was unanimously adopted by the National Federation 
of the Blind convention on July 7, 1957. 


“Whereas the disability insurance provisions of the Social Security Act 
initiated by Congress in 1956 deny disabiilty benefits to otherwise eligible per- 
sons who have not attained the age of 50 years; and 

“Whereas restriction of benefits to persons who have reached age 50, but who 
have not yet attained the age of 65, confines the disability insurance program to 
characteristics better resembling an early retirement system than a provision 
for social insurance against the hazards of disability which may be faced by 
people of any age; and 

“Whereas a minimum age provision is indefensible in a disability insurance 
program when it deprives individuals under the minimum age of benefits even 
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though they may have made, over their working lives, contributions to the com- 
mon trust fund far in excess of the minimum needed to qualify for benefits; and 

“Whereas Senator Wayne Morse, for himself, Senator Richard Neuberger, and 
Senator Russell Long, has sponsored a bill in the United States Senate which 
would correct the glaring inequity of the age requirement at present in effect 
in the disability insurance program by removing altogether from the law the 
current 50-year-minimum-age provision : Now, therefore, be it 

“Resolved by the National Federation of the Blind in convention assembled 
at New Orleans, La., this 7th day of July 1957, That this convention strongly 
endorses Senator Morse’s bill S. 1137 and urges the Congress to take favorable 
action upon this measure at the earliest possible moment.” 

The foregoing resolution as unanimously adopted by the National Federation 
of the Blind convention on July 7, 1957. 


“RESOLUTION 5711 


“Whereas S. 1811 and S. 1812 sponsored in the United States Senate by Sen- 
ator Revercomb of West Virginia provide, respectively, for a liberalization of the 
definition of disability applied to applicants for disability benefits under the 
current disability insurance program, and for a drastic reduction in the coverage 
requirements establishing minimum qualifications for eligibility to receive disa- 
bility benefits ; and 

“Whereas 8. 1811 would include in the disability definition the wholly rational 
and realistic provision that an individual with a medically determinable disa- 
bility shall, ‘in the absence of substantial evidence to the contrary, be deemed 
to be unable to engage in any substantial gainful activity if, solely by reason 
of having such an impairment, he is unable, as a practical matter, to obtain 
employment’; and 

“Whereas S. 1812 would enable individuals with a medically determinable dis- 
ability and a demonstrable inability to find employment because of the existence 
of the disability to become eligible for disability insurance benefits if they 
have but a single calendar quarter of coverage under the disability insurance 
system : Now, therefore, be it 

“Resolved by the National Federation of the Blind in convention assembled 
at New Orleans, La., this 7th day of July 1957, That this convention finds and 
declares S. 1811 and 8S. 1812 to be pieces of legislation worthy of support by every 
blind person and every organization of the blind in the country, and further, 
that this convention urges and recommends to the appropriate committee of 
Congress that these two bills be given favorable consideration at an early date.” 

The foregoing resolution was unanimously adopted by the National Federa- 
tion of the Blind convention on July 7, 1957. 


“RESOLUTION 57-12 


“Whereas H. R. 6633 introduced by Congressman Anfuso of New York in 
the House of Representatives of the United States Congress provides that 
individuals with severe impairment of eyesight who have been medically deter- 
mined to be blind shall be eligible for disability insurance benefits if such 
individuals have at least four quarters of coverage under the disability insur- 
ance system of the Social Security Act; and 

“Whereas benefits would be due and payable to such disabled individuals 
who are blind without regard to the level of earnings which individuals receiv- 
ing such benefits are able to achieve at any time following the establishment of 
eligibility and the commencement of benefits ; and 

“Whereas the system proposed in the Anfuso bill would provide to the blind 
a basic protection from the threat of poverty and deprivation while at the same 
time the system enables and encourages recipients of benefits to make their 
way in the world as productive and useful human beings: Now, therefore, be it 

“Resolved by the National Federation of the Blind in convention assembled 
at New Orleans, La., this 7th day of July 1957, That it is the conviction of this 
convention that the loss of financial security, which in our time is still the 
gravest accompaniment of blindness and the greatest impediment to the attain- 
ment of full and rewarding lives by our fellow blind, would in very significant 
measure be removed by the system provided for in the Anfuso bill; and there- 
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fore this convention urges the Ways and Means Committee of the United States 
House of Representatives to incorporate into the existing disability insurance 
law the system proposed by the Anfuso bill.” 

The foregoing resolution was unanimously adopted by the National Federa- 
tion of the Blind convention on July 7, 1957. 


Mr. Reep. I would like to say just a word. I cannot recall a time 
when any witness before this committee has made a deeper impression 
on me than you have made in your splendid and inspiring presenta- 
tion. 

I thank you very much. 

Dr. ren Broek. Thank you, sir. 

Mr. Foranp. If there are no further questions, Doctor 

Mr. Kina. I would like to concur in every word that Mr. Reed has 
said. 

Mr. Foranp. We thank you, Doctor. You have made a very fine 
presentation. You have not only pointed up the shortcomings of 
existing law, but also have recommended remedies to those short- 
comings. 

For that, we thank you. 

Dr. renBrorex. Thank you, sir. 

Mr. Foranp. The next witness is Mrs. Alma Murphey. 

Will you come forward, please ? 

(The following telegram was received by the committee :) 





SERKELEY, CA ir., July 1, 1958. 
Congressman WILBUR D. MILLS, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C.: 


Urge you to give favorable consideration to following bills, H. R. 12269, 
H. R. 8473, H. R. 8131. We support the testimony presented by representatives 
of the National Federation of the Blind. These bills will give meaning to pur- 
pose clause title 10, Social Security Act. 

RosBert W. CAMPBELL, 
President, California Council of the Blind. 


STATEMENT OF MRS. ALMA MURPHEY, PRESIDENT, MISSOURI 
FEDERATION OF THE BLIND, ST. LOUIS, MO. 


Mr. Foranp. Will you identify yourself for the record, please? 
Will you give your name and address and the capacity in which you 
appear ¢ 

Mrs. Mureuey. I am Mrs. Alma Murphey, from St. Louis, Mo. I 
as here in the capacity as president of the Missouri Federation of the. 
Blind, and I, too, wish to speak concerning the Missouri-Pennsylvania 
question, with special emphasis on Missouri. 

I would like to discuss mainly Representative Curtis’ bill, H. R. 
12269, and also Representative Moulder’s bill, H. R. 10915. 

The Missouri Federation of the Blind had its humble beginning 
back in about 1912, when a small group of sightless St. Louisians 
founded an organization known as the United Workers for the Blind 
of Missouri, and obtained a charter from the State. 

Those pioneers realized that society, generally, recognized blind- 
ness as a synonym for unemployable, and that this misconception 
places the visually handicapped under a great economic disadvantage, 
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which it is impossible to evaluate and should be partially remedied 
through public assistance. 

Accordingly, they conceived and worked for and won what is 
widely held to be the most realistic blind pension ever to be enacted 
by a State legislature. 

Recognizing that all men have a natural right to the food and 
clothing and shelter necessary to sustain life, and that true public 
assistance to the blind begins after and not before those minimum 
requirements have been filled, most pension laws provide that deserv- 
ing blind citizens whose real and personal property and whose visual 
deficiency and length of residence within the State complied with the 
terms of the statute were eligible for a pension of $25 per month, if 
their annual income did not exceed $600. 

Thus, there is the principle of exempt earnings which was applied 
to blind recipients in public assistance, about a quarter of a century 
before the Congress endorsed it. 

Financed by a 3-cent tax on Missouri real estate, the pension began 
functioning in 1922, and thereafter until the great depression was 
nearly over, the law remained virtually unchanged. 

However, since prices and wages started their upward spiral, both 
pension payments and the amount of exempt earnings have been 
increased repeatedly and at the present a monthly payment of $60 is 
made to eligible blind persons whose earnings do not exceed $2,100 
per annum. 

Missouri’s pension law is unique in several respects. One, it rec- 
ognizes that blindness reduces the average person’s earning power 
while increasing his expenses and makes it harder for him to obtain 
work, but obliges him to pay more for many services that sight would 
help him to perform unaided. 

Two, it aims at reducing privations due to blindness and not those 
due to other causes. But since it is impossible to estimate the expense 
to which blindness affects the life of a different individual, exactly 
the same amount is paid to all blind pensioners. f 

By so doing, it gives all of us recipients an equal financial boost, 
and leaves everyone free to climb somewhat higher if he can. 

Three, it is very versatile and brings comfort, to incapacitated, and 
a helping hand to the unemployed, and a steady assurance to low- 
income workers that Missouri does not think her blind citizens should 
merely exist, but she wants us to strive to live normal lives and is proud 
and willing to help us along the road, living to the fullest realization 
of our capabilities. 

The importance of Missouri’s pension system is a factor in rehabili- 
tation as well illustrated by the case of my husband who is both deaf 
and blind. But supplementing the income derived from a little shop 
at home, this beautifully simple and constructive type of aid saved 
him from having to live in an institution, or as a helpless dependent 
unon relatives which is the very best that life offers most members 
of his handicapped group. 

Moreover, it enabled him to support his aged parents during the 
last decade of their lives, and then as he expresses it, to experience 
the great happiness of marriage and parenthood, over the past 19 
years. 

It might reasonably be supposed that everyone concerned with 
welfare of the blind would want Missouri’s pension system to sur- 
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vive and flourish within the State’s borders at least, because of its 
noble role in rehabilitation. bes! 

But the sad truth is that ever since Congress passed the Social Se- 
curity Act, administrators of Federal aid to the blind programs have 
opposed our incomparable State pension law. 

uring the first dozen years of that opposition, Federal matching 
funds were held from Missouri on the ground that our State program 
of public assistance to the blind did not conform to the rigid and op- 
pressive Federal requirements. 

It made no difference that Missouri was willing and anxious to use 
such funds in paying public-assistance grants exclusively to blind 
citizens whose circumstances, financial and otherwise, made them per- 
fectly eligible for Federal] aid to the blind. 

Oblivious to the fact that Missouri contributed its just share to 
taxes, Washington insisted that we must abandon our wonderful 
State pension plan, supported by a 3-cent tax on Missouri real estate, 
before Federal matching funds and aid to the blind would be avail- 
able to us. 

In other words, the Federal officials sought to deprive Missouri 
of her right to use some of her own taxes to help some of her own 
blind citizens who, for one reason or another, would not be eligible 
for Federal aid to the blind. 

But Missouri fought for her right to help the blind who were beyond 
the reach of Federal assistance, and endured Federal reprisals, for 
having enacted one of the finest welfare laws on record. 

Thus, title 10 of the Social Security Act stood revealed as a potential 
menace rather than a boon to the blind residents of any State which 
sees the folly of limiting public assistance to the deplorable level of 
pauper relief. 

This controversy resulted in a temporary compromise in 1950. Since 
that date, Federal matching funds have participated in the $60 per 
month grants in aid to blind Missouri people whose circumstances 
qualify them for Federal aid to the blind, while our State-supported 
pension fund bears the full expense of the $60 per month pension 
payments to those residents of the State who are not poor enough to 
qualify for that much public assistance to the blind, according to the 
Federal plan. 

It should be thoroughly understood that this compromise is ad- 
vantageous both for the State and the Federal programs. Under this 
arrangement, the National Treasury lightens Missuuri’s public-as- 
sistance burden by supplying matching funds for all blind Missourians 


who are eligible for $60 per month grants under the provisions of the: 


Federal aid to the blind program. 

On the other hand, our State-supported pension fund pays in full 
the $60 per month grants to those blind residents of the State who do 
not qualify for that amount under the Federal aid to the blind 
program. 

Therefore, if our State pension system were abandoned, the Na- 
tional Treasury would be called upon for matching funds to help with 
grants in aid to many blind Missourians who are eligible for less than 
$60 per month under the Federal plan. 

But this so-called dual pension system in Missouri achieves far more 
than equitable distribution of the public-assistance bill. This union 
between our State and Federal programs leaves most blind pension 
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fund free to continue its noble role in rehabilitation, by circumventing 
that assassin of initiative and self-help, the sliding scale of assistance 
based on need. 

That device is such that it confines all of its clients behind a hope- 
lessly low financial ceiling, by giving maximum help to the incapac- 
itated and unemploy: able while progressively reducing assistance to 
the workers whose meager income falls far short of self-support. 

Is it any wonder that blind people of Missouri have been perplexed 
and appalled by the stubborn determination and powerful effort of 
Federal and State welfare officials first to prevent and then to dissolve 
our dual pension system, and is it any wonder that the Missouri and 
National Federation of the Blind have fought so heroically to defend 
it? 

If you could have shared our joy on each of three occasions when 
a special act of Congress saved the life of this program by extending 
the cutoff date for Federal matching funds in Missouri, if you could 
have sensed and known the frustration that would have been ours had 
Congress failed to do that on those occasions, no one would need to 
urge you to support Representative Curtis’ bill, H. R. 12269, or 
Representative Moulder’s bill, H. R. 10915. 

You would clearly see the wisdom and justice and the necessity 
of such legislation. You would be convinced that a Federal aid to the 
blind program should serve as the starting line, and not as the inflex- 
ible goal of the State program. 

Of course, you cannot. be expected to feel these things as keenly as 
we, whose lives they affect. But I firmly believe that the clear and 
forceful reasons in favor of either of these bills will win your ardent 
support. 

Our fate is in your hands, and not only will a favorable decision 
end a long and weary struggle for Missouri, it will open the door of 
freedom for the blind people of the Nation, without costing the Fed- 
eral Government a single additional cent. 

Thank you very much. 

Mr. Foranp. Does that conclude your statement ? 

Mrs. Murrney. Yes, sir. 

Mr. Foranp. Mrs. Murphey, we thank you for your fine presenta- 
tion of a good paper, and assure you of our great sympathy in the 
plight of the blind and our whole endeavor is to help your case. 

Are there any questions ? 

Mr. Curtis. Mr. Chairman, I would like to welcome Mrs. Murphey 
here and thank her for her very fine testimony. Anyone who is fa- 
miliar with the Missouri Federation of the Blind and the work that 
has been done in rehabilitation in the field of the blind in Missouri 
would recognize the value of this kind of a program. 

I personally, think that it demonstrates the good economics behind 
these kind of programs, aside from the human values involved. I 
am naturally interested, having introduced a bil 
my colleagues have, too. I feel that the Missouri-Pennsylvania pro- 
grams are ones that the other 46 States might well look at, because 
the results are really there. 

Thank you very much, Mrs. Murphey, for your testimony. 

Mrs. Murruey. On behalf of the Missouri Federation of the Blind, 
and the National Federation, too, I certainly want to thank Con- 
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pone Curtis for seeing this perfect solution, and for working so 
1ard to help us in that direction. 


Mr. Foranp. Thank you very much. 
(The following statement was filed with the committee.) 


STATEMENT OF GEORGE E. KEANE, CHAIRMAN, LEGISLATIVE COMMITTEE, AMERICAN 
ASSOCIATION OF WORKERS FOR THE BLIND 


Mr. Chairman, gentlemen of the committee, we are deeply grateful for this 
opportunity to express our views on some much-needed legislation amending two 
sections of the Social Security Act. We sincerely thank the chairman and mem- 
bers of the committee for inviting our statement for the record. 

Those of us concerned with work for the blind who have been, through the 
American Association of Workers for the Blind for more than half a century, 
seeking ways and means of promoting a better way of life for the blind and 
deaf-blind population of the United States, have felt that the provisions of the 
Social Security Act were and remain the declaration of dignity, decency, and 
independence for those blind persons who, because of age or the severity of 
secondary disabilities in addition to blindness, are unable to compete in our 
economic society. This is a very substantial percentage of the total number of 
blind persons. It is estimated that more than 50 percent of the total blind 
population benefit directly through one or another of the titles of this great 
humanitarian legislation. 

In the early days when the brilliant work of the Congress was being done 
in the formulation of this act, representatives of the American Association of 
Workers for the Blind presented to the Congress in various forms proposals 
which we then called handicap allowances. The first major title directed ex- 
clusively to the welfare of blind persons was title X. This title has been im- 
plemented in every State, and with the exception of two has been working ex- 
traordinarily well. We sincerely, believe, however, that it could and should be 
amended, not only in the interest of blind persons who benefit from it, but in 
the interest of economy. 

As you undoubtedly know, for many, many blind persons public assistance 
has become not a temporary relief measure, but through aid to the blind, a more 
or less permanent way of life. We believe that while this will continue to be 
true of large numbers, there is a significant number who might, if some amend- 
ments were considered and passed into law, become self-sustaining, contributing 
members of society, particularly those who can benefit from the training provi- 
sions of other laws passed by enlightened Congresses, particularly those con- 
cerned with rehabilitation (Public Law 113, Public Law 565, Public Law 732). 
We feel that all that is needed is a more liberal inducement to those who have 
been isolated by blindness and who are living within aid to the blind budgets. 

To bring them out of this isolation, to make them more willing to accept train- 
ing and rehabilitation, and finally to help them become vocationally skilled, com- 
petent to enter into our expanding vocational world, there have been two bills 
before Congress which express the feeling of most of us in work for the blind 
about what can and should be done. One amendment passed in 1950, which was 
sponsored by Mr. Reed of New York, began this process by exempting the first 
$50 of income each month in computing the budgets of recipients of aid to the 
blind. This would be still further improved by two measures that have been 
before Congress for some time. 

A minimum program is proposed by Mr. Jenkins, of Ohio, in House bill H. R. 
695, and a more substantial improvement is proposed by Mr. King, of California, 
in his bill, H. R. 8131. The comprehensive and sweeping changes suggested by 
Mr. King, we believe, would serve as a springboard from which a significant 
number of blind persons might move into self-supporting programs, either of 
self-employment or placement through established rehabilitation services. 

May we urge your thoughtful consideration of Mr. King’s proposal in any 
review directed toward amending the Social Security Act, and particularly 
title X. In the event that Mr. King’s bill seems too sweeping, we would urge, at 
least, the minimum proposals made by Mr. Jenkins be passed into law. 

A second proposal is concerned with the disability benefits available to blind 
persons through title II of the Social Security Act. When this measure became 
law in 1954, all of us who have been concerned with social work and/or re- 
habilitation for blind persons believed that this provision might relieve the 
public-assistance rolls of many hundreds of blind persons who would prefer 
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income through insurance to aid to the blind; however, the limited application 
of this law to our blind population, at least, has given most of us not only real 
concern, but profound disappointment. In its present form, it does not inspire 
or induce blind persons to seek disability benefits, even if they are eligible, 
if they are already receiving public assistance (aid to the blind) through title X 
and its application in the various States where there are provisions which in- 
duce and permit employment, even though on a limited basis ($50 of earned 
income each month is excluded in determining a budget under aid-to-the-blind 
provisions for a blind recipient). We believe, sincerely, that, in addition to 
the mandated rehabilitation process, some measure of inducement should be 
offered beyond the first year’s employment to assure those receiving such dis- 
ability benefits that they will not be dropped if they continue in their employ- 
ment, since many who become employed earn only a fraction of the amount they 
were capable of earning as seeing persons. We feel that here, too, a floor should 
be established of at least $1,200 a year of exempted earnings before the bene- 
fits under the OASI disability provisions are discontinued. This change would 
become unnecessary if our second proposal, of much greater importance, were 
to be considered by your committee. 

We can see no logical reason whatever, either in terms of rehabilitation or 
of the Nation’s economy, for setting the arbitrary age of 50 years as the time 
for this benefit to become operative. We are convinced that the act could be 
inestimably improved in its effectiveness if there were no age bracket included 
at all. Blindness, after all, is no less a disability at 21 than it is at 50 years 
of age, and, in fact, its impact on the very young may be far more severe than on 
those who have had some opportunity to develop assets and security for them- 
selves. We believe, sincerely, that the omission of this arbitrary age determina- 
tion might have a far-reaching effect on those who benefit, in terms of their 
willingness to participate more fully in their own rehabilitation and support. 
We would, therefore, propose an amendment which would omit this arbitrary 
age, 50, as the age of eligibility and would, instead, be worded somewhat as 
follows in relation to blindness in establishing eligibility: 

“Any person employed in a covered industry and who shall lose his sight, from 
whatever cause. shall be deemed eligible for disability benefits in the same 
amounts and with the same privileges as though he had reached age 72, as 
provided in other sections of this title concerned with old-age and survivors’ 
insurance.” 

It seems clear that the effect of such an amendment would be to create an 
income which would be stable and secure, unaffected by future earnings and 
plans of the individual himself. The spur to improve the standard of life is 
immediately created, since the fear of losing the regular income provided by the 
insurance is dispelled. We of the American Association of Workers for the 
Blind cannot speak for other handicapped persons than blind ones, but we 
feel very certain that there would be unanimity of opinion in all fields of work 
for the disabled as to the beneficial nature of this amendment, which would 
remove the relief aspect of such payments from consideration. This would 
trunly become what we have always sought: a basic “handicap allowance,” 
which would permit the human being who has lost his sight to to seek and use 
all community services that might lead to a more satisfying way of life. 

Thank you sincerely for your consideration of these proposals and for the 
opportunity of voicing them here. 


Mr. Foranp. The next witness is Mr. William Taylor. 
Will you identify yourself for the record, please ? 


STATEMENT OF WILLIAM TAYLOR, JR., AN ATTORNEY AND CHAIR- 
MAN OF THE LEGISLATIVE COMMITTEE OF THE PENNSYLVANIA 
FEDERATION OF THE BLIND, PHILADELPHIA, PA. 


Mr. Taytor. My name is William Taylor, of 10 South Avenue, 
Media, Pa. I ama member of the bar of Pennsylvania, and practice 
in Delaware County. I appear here on behalf of the Pennsylvania 
Federation of the Blind, a nonprofit corporation with its principal 
office at 4517 Walnut Street in Philadelphia. 

It has over 4,000 dues-paying members; of course, all Pennsyl- 
vanians. I, and all other officers of the corporation, serve without 
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any compensation. Our organization is an affiliate of the National 
Federation of the Blind, of which Dr. tenBroek is the president. 

As he has discussed these bills in a general and overall way, and 
Mrs. Murphey has discussed the Missouri aspect, I will address my- 
self to the immediate impact and critical situation confronting the 
blind of Pennsylvania. 

Unless the Cuuaeie of the United States adopts remedial legisla- 
tion promptly, 10,100 blind Pennsylvanians are about to lose their 
blind pension. I want to emphasize the critical nature of the prob- 
lem in Pennsylvania. 

I will endeavor to be as brief as I can. I want to, first, point out 
that, so far as this one aspect of the matter with which I am concerned 
goes, we are in the unique position of being among the few people who 
come before this committee not asking for any money. 

We do ask, however, that affirmative actions be taken to protect 
these 10,100 blind people from losing their pension. 

Pennsylvania pays a flat pension of $60 a month to 17,500 blind. 
That is 17,500 blind persons. It might be of interest to know that 
the 6 surrounding States of New York, New Jersey, Delaware, Mary- 
land, West Virginia, and Ohio have a population of some 36 million 
people, as against our 11 million, and we pay pensions to 17,500 blind, 
while they pay to only 10,000. 

Of our 17,500 blind, there are 2 classes, so far as bookkeeping goes. 
There is the Social Security Administration, which pays about 65 
percent of the pensions for 7,500 of our blind. 

The cost of the program, so far as these 7,500 blind are concerned, 
runs about $500 million, of which the Social Security Administration 
pays $3.140 million. These 7,500 blind are so destitute that they fall 
within the definition of need insisted upon by the Social Security 
Administration. 

Under the law, as it now stands, that Administration partially pays 
toward those whose needs meet their regulations and standards, that 
is, the destitute blind who meet the needs of the Social Security 
Administrator. 

Pennsylvania, however, goes beyond those rigorous standards and 
includes all blind with income of less than $148 per month, and, fur- 
thermore, it disregards many of the harsh restrictions and conditions, 
such as forcing the blind to undergo the humility of living on their 
relatives. 

In consequence of our State’s generosity and liberal policy, our State 
pays, and, I emphasize, with its own funds, the pensions of a second 
group of 10,000. 

In short, there are 17,500 Pennsylvanians who get their pensions, 
and the Federal Social Security Administration pays about 64 per- 
cent of the cost of this 1 group, the destitute group. The 10,000 are 
paid for, exclusively, by Pennsylvania with its own money. 

Incredible as it may seem, it is this generosity and liberality, as 
shown by the people of Pennsylvania acting through their legislators, 
which has incurred the displeasure of the Social Security Adminis- 
tration. 

Back during the period of 1936 to 1938, Pennsylvania received its 
proper reimbursement. However, the theoretical conflict then de- 
veloped, and the social-security agency declared our plan to be not 
in eonformity with their theory, and refused further payments and 
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did not contribute to Pennsylvania until forced to do so by the act 
of 1950. 

It is that law which establishes the formula whereby the social- 
security agency pays toward the pensions of those who meet the stand- 
ards of the Social Security Administr ation. 

In short, they pay toward the pensions of the 7,500 utterly destitute 
blind, while Pennsylvania pays, altogether, with its own funds, for 
the others. 

Unfortunately, that act of 1950 expired, by its own terms, in 1955. 
It was then happily extended by the Congress, but, alas, only to June 
of 1957. Last year it w as extended : again until June of 1959. 

I think you gentlemen will appreciate that, for the recipients of 
blind pensions, these short respites, although for the time being they 
give relief, havea terrible consequence and a tr agic impact 

Every 2 2 years the blind, and the majority of them are pathetic and 
poor and helpless folks, really, are confronted by this threat of losing 
their pension every 2 years. This appeal is that this tragic repetition 
of these crises be ended. 

We are fully aware, of course, of the fact that no Federal law can 
change a State statute, but the loss of some $3.140 million a year will 
create a physical crisis, and our legislature ‘will be subjected to such 
heavy pressure that we fear there w vill be a repeal of the blind pension 
and an enactment of a paupers’ relief law in order that our State may 
once again get Federal aid. 

Since 10,000 blind people cannot meet the requirement as being 
utterly destitute, they would be dropped from the rolls, and need- 
lessly, and, there seems no other word, intentionally, subjected to 
suffering. 

It is an odd fact of human nature that we all cling with terrible 
tenacity to our theories. The Social Security Administration is 
dedicated to its budget theory. Our pension theory in Pennsylvania 
runs counter to that, and, in order that they may gain a vainglorious 
victory, for this theory, they are willing to knock off these 10,000 blind 
from the rolls. We are appalled at their tenacity. It is not for us 
to explain the justification, but it is upon them. 

I do not know whether you gentlemen have received reports this 
year, but it is a well-known fact that adverse reports will come, and 
they have always come in the past opposing the remedy that we seek. 

We do wish that somehow the caamee and the tragedy of needlessly 
visiting upon 10,000 blind people this unnecessary suffering, can be 
brought home to ‘the social security people. We certainly cannot im- 
pute to them the desire to inflict it, and it must be that they do not 
appreciate it. 

In other words, they object to our paying for these 10,000 people 
with our own money. This sounds so odd in these days, but it is a 
basic fact. The Social Security Administration is not here seeking 
to save a penny of Federal funds. The 10,000 blind recipients who 
are now faced with a loss of their pension do not get a single penny 
of that from Federal money. 

However, the social security agency is determined by persuasion or 
by economic coercion to force the , States of Pennsylvania and Missouri 
to accept the policies which its theorists deem best. They are not 
concerned with what Pennsylvania does with the $3 million or that it 
is spent on people who meet social-security standards. Their objec- 
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tive is to force Pennsylvania to stop using its own funds for pensions 
of the 10,000 blind. 

I might mention that for the 10,000 blind, Pennsylvania puts up 
a little over $7 million a year. That is what is the bone of contention. 
The social security people are not in any wise concerned with any- 
thing else except saying to Pennsylvania, “You shall not take $7 mil- 
lion of your own money and experiment as you see fit. You shall not 
pay these 10,000 blind because we think they are not entitled to it.” 

It is hard to conceive of any more headon attack against the much 
vaunted subject of States’ rights. I think most of us agree that the 
great justification for States’ rights lies in the ability which it gives 
the States to experiment, but the Social Security Agency says, “No, 
you may not experiment with a more generous program for the blind, 
and if you do experiment and give your $7 million to those 10,000 
blind for which we feel no provision should be made, we will penal- 
ize you and we will cut off your $8 million.” 

When I repeat in Pennsylvania, on this one point I might as well 
make it very clear, that we in Pennsylvania heartily endorse every- 
thing that Dr. tenBroek said with regard to the overall program, 
but with respect to this one narrow point, this one point which 
theatens such needless tragedy to the blind of Pennsylvania, we are 
in a unique position in our presentation to your committee in that 
we do not ask for a single additional cent, but we do ask and we 
plead, that the Congress will interpose its powers to protect these 
10,000 blind of our State by enacting the necessary law to forbid 
the Social Security Administration, even though they disapprove 
of what Pennsylvania is doing, with $7 million of its own money, 
from exercising its power to withhold funds to coerce our State to 
repeal its pension law, a law which gives to our blind the blessed 
sense of security and of certainty and of dignity. 

We do ask and we do beg that the 10,000 blind not be forced into 
needless misery. 

As your records will show, there are a number of bills introduced 
by Congressman Simpson, and Congressman Eberharter, and Con- 
gressman Flood, and others which will remedy the condition in 
Pennsylvania. 

At this point we are directing the committee’s attention to Mr. 
Curtis’ bill, which as it is the latest and since it reflects all of the 
thinking which went into the other bills, will get not only for Penn- 
sylvania the protection which the blind of our State so sorely need, 
but it will make possible the other States of the Union also to experi- 
ment as they see fit and exclusively with their own funds, in the field 
of how best in accordance with their own notions, additional bene- 
fits may be given to advance the blind. 

I thank you. 

The CHarrman. Thank you, Mr. Taylor, for coming to the com- 
mittee and discussing this problem with us. 

Are there any questions ? 

I thank you, sir. 

That completes the calendar for today. Without objection, the 
committee will stand adjourned until 10 o’clock tomorrow. 

(Whereupon, at 4 p. m., the hearing in the above-entitled matter 
was recessed, to reconvene at 10 a. m., on the following day.) 
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WEDNESDAY, JUNE 18, 1958 


House or REPRESENTATIVES, 
ComMMITTEE ON WaAys.AND MEANS, 
Washington, D. C. 
The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 
The CHarrMan. The committee will come to order. 
. Our first witness this morning is our colleague, the Honorable John 
F. Baldwin, a Member of Congress from the State of California. 
Mr. Baldwin, will you tell us for the record the number of the 
congressional district you represent ? 


STATEMENT OF REPRESENTATIVE JOHN F. BALDWIN, OF 
CALIFORNIA 


Mr. Batowin. I am John Baldwin, of the Sixth Congressional 
District of California. 

The Cuarrman. You are recognized, Mr. Baldwin. 

Mr. Batpwin. Mr. Chairman, I very much appreciate the opportu- 
nity to appear before the Ways and Means Committee to testify in 
favor of modifications in the Social Security Act. 

I have introduced a bill, H. R. 12587, which would provide for 
certain modifications of this act, and I hope very much that the com- 
mittee will approve this bill either as a separate bill, or in connection 
with any overall bill which the committee may enact to amend the 
Social Security Act. 

The bill which I have introduced, H. R. 12587, would provide that 
no deductions shall be made from old-age-assistance payments, from 
payments for aid to dependent children, from payments of aid to the 
blind, and from payments of aid to the permanently and totally dis- 
abled, where the recipients own their own homes, as long as the as- 
sessed value of such a home, less encumbrances, does not exceed 
$5,000. 

Subsection 2 (a) (7) of the present Social Security Act provides 
that— 

The State agency shall in determining need, take into consideration any other 
income and resources of an individual claiming old-age assistance. 

In the State of California, by a peculiar interpretation, no deduc- 
tion is made where a person owns a home with an assessed value 
under $5,000, as long as there are encumbrances of record on the 
home. 
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However, if the old-age assistance recipient owns the home unen- 
cumbered, the State social welfare board has ruled that this is a re- 
source under the Social Security Act, and therefore, a deduction is 
made from the pensioner’s check. 

As a result, if an old-age assistance recipient owns an.unencum- 
bered home of $2,500 assessed value, he will have a deduction made 
from his pensioner’s check. 

However, another old-age assistance recipient whose home is as- 
sessed at $5,000, but who has encumbrances of half the value of the 
home, say $2,500, so he has the same net home ownership as the first 
recipient, will not have any deduction made from his pensioner’s 
check. This is obviously unfair and discriminatory. 

In order to clear up this situation, and to provide an incentive to 
older people and to other assistance recipients to own their own homes, 
my bill would bar any deduction for homeownership as long as a home 
has an assessed value, less all encumbrances of record thereon, of less 
than $5,000. 

I believe that this measure is highly desirable and needed. It 
seems to me that it is unfair to penalize older people for home owner- 
ship. In effect, the laws in most States do levy such a penalty upon 
homeownership by reducing the net old-age pensions to recipients 
where they own their homes. 

H. R. 12587 is designed to encourage homeownership by enabling 
a person receiving old-age assistance or other similar benefits to own 
his home up to an assessed valuation of $5,000 without having any 
deductions made in his monthly aid payments. 

The CnHarrman. Would it disturb you if Mr. Reed asked you a 
question at this point? 

Mr. Batpwrin. I would be pleased to have such a question. 

Mr. Reep. Under your laws out there, to get a pension, do they 
have to deed the property to the State ? 

Mr. Batpwitn. No; they do not have to deed the property to the 
State. But the point I am making is that under the Galifornsa inter- 
pretation at this time, if a person owns a home unencumbered, assessed 
at $2.500, for example, he has a deduction made against his old-age 

ension payment. But if he has a home worth $5,000, with encum- 
mesma of $2,500, because he has some encumbrances on it, under their 
interpretation he does not have to have deductions made. 

So there is a penalty made against the person who has worked all 
his life to get that home free and clear. It seems to me that is a dis- 
tortion and misanvlication of these acts. 

I think it should be clarified. That is why the recommendation in 
my bill is for any person entitled to old-age pension, payments to 
needy children, payments to the blind or disabled, if he has a home 
assessed valuation of $5,000 or less, there will be no deductions m-de 
by the State against his old-age payments or other payments. That 
is the gist and purpose of this bill. 

T hope verv much, Mr. Chairman, that the committee may give fav- 
orable consideration to it, because definitely there is distortion and 
misapnvlication of this phase of the law in my State, and I assume 
that there are other States in a similar situation. 

The CHarrmMan. Does that conclude your statement ? 

Mr. Batpwin. That concludes my statement. 
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> CuarrMAN. Do you desire to extend your remarks in the rec- 
ord ¢ 

Mr. Batpwin. No, sir. 

The Cuairman. Mr. Mason will inquire. 

Mr. Mason. In Illinois, if I own a home and get old-age assistance 
the State places a lien against my home and when I die they take it 
over to reimburse the State. That is a State law. Yours is a State 
law. 

Mr. Batpwin. That is correct. 

Mr. Mason. Various States have different laws. Under our gen- 
eral social security system, the Federal, they leave it to the States 
to do that. You are asking us to have the Federal Government tell 
the States they can’t do some of these things; is that it ? 

Mr. Batpwin. In connection with homes with an assessed valua- 
tion of $5,000 or less, yes, I am recommending that the Federal Gov- 
ernment enact a law so that if their homes are valued at less than that, 
there will be no deduction made. That is correct. 

Mr. Mason. That is what I wanted to get clear in my mind. 

That is all, Mr. Chairman. 

The Cuamman. Are there any further questions? 

If not, Mr. Baldwin, we thank you very much for coming to the 
committee and discussing this point with us. 

Our next witness is Dr. Férnos-Isern. 

Though we know you quite well, for purposes of this record, will 
you identify yourself? 


STATEMENT OF DR. A. FERNOS-ISERN, RESIDENT COMMISSIONER 
OF PUERTO RICO 


Dr. Férnos-Isern. Mr. Chairman, my name is Dr. A. Férnos-Isern. 
I am the Resident Commissioner of Puerto Rico. 

I thank the committee for the opportunity to appear and express 
my views on H. R. 634 and H. R. 636, both of which contain provi- 
sions of critical importance to Puerto Rico. 

I address myself first to H. R. 634 which would extend the unem- 
ployment compensation program to Puerto Rico and for other pur- 

oses. 

The United States Department of Labor in reporting on the bill 
strongly recommended the enactment of legislation to extend the un- 
employment compensation program to Puerto Rico along the lines 
provided in H. R. 634. The Department said that such legislation, 
which was recommended by the President in his economic report last 
January is a part of the legislative program of the United States De- 
partment of Labor. 

It is to be noted that the enactment of H. R. 634 would complete 
the Federal-State system of unemployment security in Puerto Rico. 

The Wagner-Peyser Act was extended to the Commonwealth in 
1950 for the purpose of that objective. H. R. 634 would also complete 
the protection of all the social security programs to Puerto Rico. 

The maternal and child welfare program was extended in 1940, 
the programs for old-age assistance, aid to dependent children, aid to 
the blind and aid to the permanently disabled were extended in 1950. 
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In 1951 the Old-Age and Survivors Insurance Act was extended to 
Puerto Rico. 

It is to be noted that the Commonwealth government has enacted 
its own unemployment insurance law and that the machinery for 
trea extension of the Federal program is currently avail- 
able. 

Under the Commonwealth law, deductions are being made now 
for unemployment insurance. Unemployment payments under the 
local law will begin in January 1959. The extension of the Federal 
program is needed to supplement the local program. For instance, 
unless the unemployment compensation system of Puerto Rico is in- 
corporated into the Federal system, Puerto Rico will continue to be 
ineligible to receive the benefits of the emergency extension of un- 
employment benefits recently made available to the States as an anti- 
recession measure. 

It is to be noted that until very recently Puerto Rico had tradi- 
tionally been an agricultural community. Moreover, it had been a 
one-crop economy with the main crop being sugar. Because of the 
seasonal character of employment in these agricultural pursuits, the 
small size of the island and its dense population, a very serious 
chronic unemployment situation pretend. 

In order to create employment, Puerto Rico embarked on what 
has been termed “Operation Bootstrap,” a program of self-help which 
has resulted in the establishment of new industries in Puerto Rico. 
These industries have resulted in the creation of many jobs and it is 
hoped that more industries may be opened in Puerto Rico to give 
= employment security to more and more people and promote 
1igher levels of living. 

You may be sure that the Commonwealth is making every effort 
within its means and abilities to provide greater employment secur- 
ity. It is felt, however, that the fullest measure of protection for the 
workers can be derived if the Commonwealth program of unem- 
ployment insurance is incorporated into the Federal system. 

A very important consideration concerning the desirability of in- 
corporating the Federal and Commonwealth plans is the great num- 
ber of Puerto Rican workers who travel between Puerto Rico and the 
mainland during the period of their eligibility. 

In Puerto Rico they are now eligible for benefits under the Com- 
monwealth law but not under the Federal. In the mainland they 
are eligible for the Federal benefits but their connection with the 
Commonwealth system is lost. By integrating the Puerto Rico sys- 
tem to the Federal such undesirable situations would be taken care 
of. 

In summary, the desirability and feasibility of meeting serious 
social problems in Puerto Rico has long been recognized by Congress 
and is reflected in its inclusion in a number of remedial statutes, such 
as the Wagner-Peyser Act and the various titles of the Social Security 
Act. 

Unemployment is a problem in Puerto Rico, and the unemployed 
must have protection, preferably through an overall nationwide in- 
surance program. ' 

The unemployment insurance program of Puerto Rico was started 
after careful study and preparation on which officials of the Com- 
monwealth had frequent conferences with the staff members of the 
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Department of Labor in their efforts to develop a financially sound 
and acceptable ag As with the States, this program could be made 
more effective by welding it to the Federal program of unemploy- 
ment insurance. 

The second bill which I urge the committee to consider favorably— 
H. R. 636—is also of great importance to Puerto Rico. It concerns 
the neediest of our people. Puerto Rico has been struggling with the 
problem of direct payments to the needy, since under the public 
assistance amendments to the Social Security Act of 1951 the law was 
extended to Puerto Rico. 

At that time Puerto Rico was spending under its own law $3 mil- 
lion annually for public assistance exclusive of administration costs. 
In consideration of Puerto Rico’s annual expenditures of $3 million 
for this purpose, Congress set a ceiling for the Federal share of 
$4,250,000. 

Apparently the reason for this was that at that time it appeared 
that Puerto Rico could not dedicate more than this amount annually 
for public assistance, as it was required to match Federal funds. 

It was provided that the Federal participation would be on the 
dollar-to-dollar matching basis and would be limited to $30 per month 
as the maximum assistance which could be provided for any one 
person. 

We are still very far from this $30 goal. However, through the 
years, the Puerto Rican government has been spending more and 
more to meet public assistance needs. In recognition of this, the 
Congress in 1956 increased the Federal share 25 percent over the 
ceiling theretofore allowed by law. That is, the ceiling was lifted to 
$5,312,000, instead of $4,250,000. 

At the present time, Puerto Rico is devoting about $8 million annu- 
ally for direct relief; the United States Government as before said 
$5,312,000. The Puerto Rico share and the Federal share, combined, 
amount therefore to a little more than $13 million. But this permits 
an average of only $10 per month per recipient under the program. 
This, while living costs in Puerto Rico, according to official figures, 
are 1714 percent higher than in Washington, D. C., at comparable 
levels. 

I do not believe I could say anything else which would so graph- 
ically point out the need for removing the ceiling on Federal contri- 
butions under the act, although the $30 individual limit be main- 
tained as well as the 50-50 sharing formula, the dollar-to-dollar 
matching formula which the law now provides for Puerto Rico. 

My bill would allow the Federal Government to participate in the 
program to the extent that the Commonwealth government is able 
to participate, by the same amount and within the $30 limitation. 

There would always be a practical ceiling; the resources of Puerto 
Rico would not allow for the Commonwealth increasing its share 
much above the $8 million the Commonwealth is now able to provide, 
budget requirements being so heavily committed for other public 
purposes. 

Increases at best would be gradual, and necessarily limited to the 

radual development of Puerto Rico’s resources. Under the formula, 
uerto Rico would never receive as much as under the formula now 
being applied to the States. 


28110—58——16 
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Puerto Rico is operating within certain fixed limitations, which are 
a great handicap to social and economic progress. Its 214 million 
population is confined to 3,500 square miles of island space more than 
a thousand miles from the mainland. It. has.no natural ,resources; 
because of its inclusion within the United States tariff system, Puerto 
Rico’s trade is naturally confined mostly to the mainland. Trade 
between the mainland and Puerto Rico is subject to the United States 
coastwise shipping laws. Freight rates are very high. This is an 
important factor in the cost of living in Puerto Rico and in the 
development of its industries. 

As I mentioned earlier, sugar is the most important commodity 
Puerto Rico sells, but Puerto Rico sells to the mainland with in a sys- 
tem of assigned quotas under the Sugar Act. 

Here it must be observed that within this program, Puerto Rico 
is permitted to refine only a small part of the sugar it sells. The re- 
quirement that Puerto Rico sell the bulk of its sugar in raw form 
means at least, $20 million per year in income that the local economy 
does not receive. 

In order to industrialize, it was necessary to attract capital which 
was not available locally. So as to attract capital, it was necessary 
for the Puerto Rican Government to offer liberal tax inducements, 
and the Puerto Rican worker must also accept lower wages than on 
the mainland. This despite the fact that as aforesaid the cost of liv- 
ing is 17.5 percent higher than in Washington. 

As a result of what we call Operation Bootstrap, there is greater 
employment in Puerto Rico. Wages creep slowly upward and in- 
come is increased, but in order to bring industries into Puerto Rico 
the Puerto Rican Government has been forced to sacrifice needy reve- 
nues which would be derived from normal taxation and which would 
be used for social betterment and the creation of additional services, 
including aid to the needy. 

It is the endeavor of Puerto Rico to be as self-sustaining as is pos- 
sible, while meeting the necessary needs of its people. We in Puerto 
Rico hope that the overall economic realities will eventually permit 
Puerto Rico to take complete responsibility for its social needs. 

But durng this difficult interim period, in order to help remedy 
so much need and suffering amongst the less fortunate members of 
our citizenry, we need help. I hope that the committee will see fit 
to recommend the assistance which extension of the Federal program 
can give and that the committee will support H. R. 636. 

Thank you, Mr. Chairman. 

The Cuarrman. Are there any questions? 

If not, we thank you, Doctor, for coming to the committee and 
discussing these two bills with us. 

Dr. Fernos-Isern. Thank you. 

The CuatrMan. Our next witness is the Governor of the State of 
Oregon, the Honorable Robert D. Holmes. 


STATEMENT OF HON. ROBERT D. HOLMES, GOVERNOR OF THE 
STATE OF OREGON 


The Cuatmrman. Governor Holmes, we are pleased to have you 
with us. You are recognized. 





SOCIAL-SECURITY LEGISLATION 221 


Mr. Hotmes. Thank you very much. My name is Robert D. 
Holmes, Governor of the State of Oregon, and I am very happy to 
have this opportunity to appear before the committee, Mr. Chairman 
and members, to express the views that I hold on soctal security which 
are based on my experience as Governor of Oregon, as a member 
of the Oregon Legislature, and as a businessman. 

First, I should like to discuss briefly the trends in public assistance 
in Oregon during the fiscal years ending June 30, 1956, 1957, and 1958, 
and the question of Federal participation in assistance programs. 

A major critical area of public assistance in Oregon relates to 
medical care and to the inadequate Federal participation in the cost 
thereof. 

The Congress has, from time to time, considered various matchin 
formulas with respect to medical care, including the McCormack bill, 
which would provide an additional estimated $20,000 per month of 
Federal funds for medical care. This would not, in our opinion, con- 
stitute an equitable participation in the cost of medical care. 

I believe that substantial financial assistance to the State of Ore- 
gon and its public assistance programs would result from: 

1. Increase in the OASI benefits for whom at present supplementa- 
tion from public assistance funds is made to some 6,000 recipients 
of old-age assistance. 

2. Increasing the Federal matching portion of the grant from $60 
per case to approximately $70 per case for the old-age assistance, aid 
to the blind, and aid to the permanently and totally disabled pro- 
grams. 

3. Provisions for further matching of medical care by matching pay- 
ments for medical care in excess of the current $6-$3 formula. 

Oregon’s distributive share of Federal child welfare appropriation 
of $10 million seems to us wholly inadequate for sharing in the cost 
of childrens’ services in Oregon, even without regard to the mount- 
ing costs for papments for foster care. 

The State of Oregon Public Welfare Commission expended during 
the period from July 1, 1957 to April 7, 1958 for specialized services 
for children for which no Federal funds were available, $632,534, 
while the costs of such services in which Federal participation was 
had were $111,703. An additional $1,056,860 was expended for foster- 
care payments, paid 70 percent from State funds and 30 percent from 
county funds. 

I have set out here figures that show our expenditures for public 
assistance over the past 4 years, and for medical care during the 
present fiscal year. 


Expenditures for public assistance payments, fiscal years ended June 30 


1955-58 
[Amounts in thousands] 
BR dttiesbdikn ened acs sgiis plas eed sappnagge dn iaindin pigeaiciitéiees Ce 
BE nis oi Riaeadeacieecctnnsitpadendet da tinteaiiciainttel Veli ht Deed ant eae oe a 28, 128. 2 
eA ncsstrip eer cinnien tno upteien Se eabeeeeaaieaeaecaeveres acon aatmaacienad is citer Lim.” Se 
WOO ol oh i eo So GON ET _ *35, 682. 2 


1 Estimated. 
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Medical care expenditures from July 1, 1957, to Apr. 30, 1958, and Federal 
participation percentage 








Amount Percent 
Ds J ce cnedboawaddhbobuuewsdctbebbidedne dubnibadan $3, 429, 239 15. 75 
Aid to permanently and totally disabled.......................-..-.--.-.---- 758, 968 15. 40 
rn in nar echnecadbercnanoeesasasebngrwanuneces: 365, 062 40. 06 
kel Sh ltd bcwdddbbanskhbboe st hen bbeueisos detainees 35, 002 25. 82 
a nin nanan ceetubilnonliainekwetepneuinbnnes 763, 866 0 








I am in favor of Federal standards in the field of unemployment 
compensation. In order to fully appreciate the interest of Oregon 
in the subject of Federal standards, I feel it most appropriate to 
to outline briefly the basic factors which control the economy in 
Oregon. 

Our primary industry, other than agriculture, is lumbering. If 
the lumber industry is healthy, the Oregon economy can withstand 
norma] business cycles with a minimum of industrial distress. 

About a quarter of all softwood lumber and nearly half of all 
plywood used in the Nation are produced in Oregon. Oregon lumber 
accounts for more than one-tenth of all the lumber manufactured 
in the world. 

Agriculture comprises about 11 percent of the total labor force 
in Oregon; in 1957 the number employed averaged 78,700. This in- 
dustry, of course, has a wide seasonal variation ranging from a high 
in August of about 117,500 to a low in January of about 58,000. 

Probably the most important basic industry in Oregon in relation 
to its contribution to the economy of our State is the lumber in- 
dustry, which comprises about 50 percent of the manufacturing em- 
ployment in the State. 

This averaged about 72,000 in 1957 with a high employment of 
79,700 in the summer and a low in the winter months of 63,500. Con- 
struction also has a marked employment variation, and is another con- 
tributing factor to our seasonal problem. 

In terms of total employment, the wholesale and retail trades with 
110,400 is the largest single industrial group and comprises almost 
16 percent of the labor force. The fourth most important industry 
is Government employment with about 84,500. These latter 2 in- 
dustrial groups are more stable and have much less of a seasonal 
variation than the first 3 named. 

The agricultural, lumber, and construction industries tend heavily 
toward seasonal fluctuations and unfortunately the slow period for 
each industry falls in the same winter months. 

This situation results in Oregon being a high-cost State so far as 
the employment security program is concerned. 

The people of Oregon are keenly aware of our economic problems 
and are attacking them with vigor. The department of planning 
and development has been revitalized and has been successful in in- 
teresting new industry in considering Oregon for location of new 
plants. We are exploring every other known area for possibly study 
of and improvement in our economy, including a complete study of 
our tax structure. 

Of course, in analyzing and explaining the advantages to industry 
to settle in Oregon, the Tissranieats become apparent. Our major 
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problems are closely related to actions taken by the Federal Gov- 
ernment rather than to a disadvantageous geographic location or lack 
of natural resources. 

Some of these factors are: 

1. The freight rate differential is inequitable and discriminatory 
for States in the Pacific Northwest. 

2. The reduced emphasis on dam construction which would in- 
crease cheap power has discouraged the development of diversified 
industry. 

3. The delayed revision of fiscal policy in past months on reduction 
of interest rates further increased the declining number of new hous- 
ing starts, even though the housing shortage is most critical. 

4. The international situation forecloses a good deal of trade with 
our natural market, the Far East. 

In spite of these disadvantages, Oregon is making very gratifying 
progress but much yet needs to be done. Federal standards in the 
area of social legislation would give us tremendous support in main- 
taining an adequate unemployment compensation program by elimi- 
nation of much pressure due to competition in the area of comparable 
State costs. 

The unemployment compensation program, to fulfill the purpose 
for which it was established, should provide sufficient security to a 
worker and his family so that he is assured of adequate purchasing 
power during periods of unemployment caused by economic conditions 
over which he has no control, enabling him to maintain personal dig- 
nity and meet nondeferrable expenses. 

Oregon cannot continue its present program without a considerable 
increase in rates. Despite the fact that Oregon has one of the better 
unemployment insurance laws in the United States, much pressure is 
now being exerted to remove many workers from the program because 
of the seasonal nature of their employment. 

Some much-needed Federal canabeds would help to prevent such 
action. 

The State of Oregon and a small group of other States which have, 
perhaps, a near-adequate benefit formula cannot successfully with- 
stand interstate competition in costs which invariably weaken the 
overall desired effects of the program. 

So long as the majority of States have inadequate and much lower 
cost programs we suffer from a competitive disadvantage. 

Past experience has proved the States will not rectify this condition 
without some Federal requirements which must be met by all States. 

Many States resort to: 

1. Low-benefit formulas not geared to or reflecting in any degree the 
worker’s earning ability, . 

2. Long and arbitrary disqualifications, and 

3. Too stringent qualifying requirements. 

The driving force and fo et of these and many other provisions 
are for the purpose of maintaining a tax rate which will place the 
State in an advantageous interstate competitive-cost position. In 
many States this is done with little or no concern for the adverse effect 
it has on the workers in the State. 

The present Federal administration has recognized the inadequacies 
and inequities in interstate competitive costs of this phase of the 
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social-security program. The President, in his Economic Report of 
January 1954 urged the States to adopt a more liberalized program 
geared to the country’s economy. The same recommendations were 
repeated in his Economic Report of January 1955, and January 1956. 
The President pointed out the same weaknesses in 1957. 

The 1958 report touched lightly on this area of economic and social 
concern. Experience had shown the pleas from the White House did 
not have the desired effect and any action by the States without the 
compulsion of Federal standards was far short of that desired for 
the best interest of the country as a whole. 

I, as well as many other governors, in messages to recent legislatures, 
made similar pleas. While I am gratified at the cooperation of the 
Oregon legislature for the improvements made—far more than in 
many other States—the ugly problem of interstate competitive costs 
had tremendous influence in restraining the legislature from passing 
entirely adequate and necessary amendments to the Oregon unem- 
ployment-compensation law. 

The lastest move of the administration to give support to the econ- 
omy through this field of social legislation and supported by Secretary 
of Labor Mitchell as spokesman, would have required the States to 
temporarily extend benefits. 

This kind of a short-term emergency program falls far short of 
what would be required to meet the basic needs of the program. But 
the administration did recognize the fact that the states would not 
act without compulsion. 

The Secretary of Labor so testified in the hearing before this com- 
mittee on March 28, 1958. Subsequently the administration accepted 
the Hurlong bill, making the application of the Federal Act optional 
on the part of the States. The response thus far to the Hurlong bill 
indicates that many States will do little or nothing about it. The bill 
will not fundamentally serve any useful purpose, and at best is only 
a partial stopgap. 

Again, I emphasize the States have rejected the opportunity 
presented them by the Congress. Adequate Federal standards would 
enforce at least a minimum acceptance of the intent of the Congress. 

In the 20 years existence of the program some States have had 
adequate standards for some-parts of the program, but: no State has 
met them all. The most uniform pattern has been to follow in the 
one instance, the inadequate standards on coverage contained in the 
Federal Unemployment Tax Act. 

Why have the States taken so little advantage of the opportunity 
to provide an adequate and equitable program? I would say that 
the factor of interstate competitive cost rates exerts such a strong 
influence that it more than offsets administrative logic and appeal so 
far as the majority ofthe legislators are concerned. The pressure 
under which they invariably find themselves is by far the greater 
influence. 

Even though the majority of the members of State legislatures may 
recognize the need for and personally desire a more nearly adequate 
program, they are not free to follow the dictates of their beliefs. 
With Federal standards to require legislatures in competitive States 
to enact programs of at least minimum adequacy, the pressures which 
have heretofore immobilized the progress of the program would no 
longer be a controlling factor. 
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Over the past years, the Oregon Legislature has continually at- 
tempted to keep the benefit structure reasonably equivalent to the 
economy. It did not, however, develop a tax structure that could 
finance the benefit formula and we now have one of two alternatives. 
We must either reduce our benefit program well below any minimum 
of adequacy, or put into effect and maintain a drastically increased 
tax rate. 

Some minimum requirements for benefit programs and financing 
that had to be met by all States, including Oregon, perhaps, would 
have avoided such a situation as we now face and the competition that 
caused, or substantially contributed to it 

If the other States had made the improvements toward the goal of 
approaching adequate benefits and maintained their past tax struc- 
tures, far more of them would now find themselves inadequately 
financed. 

The Reed Act plan for assisting States through financially difficult 
times it seems is not sound and is unrelated to the basic problem be- 
cause the provisions are such that the inevitable pressure on State 
legislatures, having to resort to this method of financing, will be to 
reduce benefits. 

Anything short of standards by the Congress to assure State 
financing which will support a benefit structure reasonably related 
to earning capacity is more damaging to the program nationally than 
it is bolstering to the Federal-State system, it seems to me. 

The weaknesses of the program as it stands today are dealt with in 
the McCarthy bill. It is our real hope that this bill will be given 
special attention by the committee and the Congress in order that its 
provisions may be individually studied on their merits. The two 
Senators from Oregon, Senators Neuberger and Morse, are coauthors 
of the Kennedy bill, companion to the McCarthy bill. 

I have with me Mrs. Cecelia P. Galey, chairman of the Unemploy- 
ment Compensation Commission of Oregon. She will deal in more 
detail with the employment situation in our State. 

Mrs. Galey is better qualified to answer any particular technical 
questions you may have. 

The CHarrMan. Governor, we thank you, sir, for coming to the 
committee and bringing to us some of the problems that exist in your 
own State. 

Are there any questions ? 

Mr. Kine. Yes, Mr. Chairman. 

The Cuatrman. Mr. King will inquire. 

Mr. Kina. Mr. Chairman, I have been much impressed with the 
statement we have just received from Governor Holmes of the State 
of Oregon. I need not point out to my colleagues on the committee, 
although I cannot let this opportunity pass without making this 
comment, that Governor Holmes is to be highly commended for 
taking the necessary time from his multitudinous duties as chief execu- 
tive of the State of Oregon to come across the Nation to appear before 
our committee for the purpose of discussing the important problems 
covered by this statement. As we all know, the chief executive of a 
State has extraordinarily heavy demands upon his time and his 
energy, and it is often difficult for the governors of our States to 
find enough hours during each day to devote to the many problems 
which are presented to them. 
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Governor Holmes has always displayed high interest in matters 
relating to the welfare of the people of the great State of Oregon. 

As members of the committee know, Governor Holmes is the first 
State governor to appear before our committee during these cur- 
rent hearings. I do not know whether other governors have re- 

uested to be scheduled, although my impression is that at this point 
overnor Holmes is the only governor who will appear before us. 

From many sources, I am aware of the depth of his interest in the 
subjects which he has discussed with us this morning. 

He deserves, in my opinion, the highest commendation for taking 
time out from his many pressing responsibilities to come before us 
and give us the benefit of his advice, counsel, and recommendations. 
Because governors are close to these problems, their testimony is par- 
ticularly helpful to us. 

The CHatmman. Are there any further statements or questions? 
If not, Governor, thank you again, sir. 

Mr. Hoitmes. Thank you. 

The Carman. Our next witness is Mrs. Cecelia P. Galey, of 
Salem, Oreg. 

Will you please identify yourself for the record by giving us your 
name, address, and the capacity in which you appear ¢ 


STATEMENT OF MRS. CECELIA P. GALEY, CHAIRMAN, OREGON 
STATE UNEMPLOYMENT COMPENSATION COMMISSION 


Mrs, Garey. I am Mrs, Cecelia P. Galey, of Salem, Oreg., chairman 
of the Oregon State Unemployment Compensation Commission and 
a member of the State industrial accident commission. I am also a 
member of the Interstate Conference of Employment Security Agen- 
cies and of the legislative committee of the conference. 

Today I am here, however, as a representative of the Oregon com- 
mission and not as a representative of the Oregon commission and 
not as a representative of the conference. 

My remarks will be directed to the subject of the desirability of 
establishing additional Federal requirements affecting unemployment 
compensation benefits and financing programs. 

Attached to my written statement which I sent in are four sheets 
of data. I tried to pick out simply the highlights and not a long statis- 
tical study for you. 

The Cuamman. Without objection, those additional pages will be 
included in the record, following your statement. 

Mrs. Gatey. Thank you, Mr. Mills. 

I have included a few figures which will present the situation in 
Oregon. Our present unemployment today, estimated as of June 1, 
was 44,900, which is a drop from May 1, from 56,500, but a big in- 
crease over June 1, 1957, and 1956. The June 1958 figure is 78.2 
percent higher than that for June 1957, and 145.4 percent higher than 
June 1956. 

Although we are getting a seasonal increase in employment, the 
increase is not anywhere near the increase we have had as shown in 
1957 and 1956. We are having a great many more people exhaust 
their benefits this year than before. It is estimated by the end of our 
benefit year, which is June 30, we will have 28,500 people who will have 
used up all of the benefits they are entitled to. 
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That compares with 13,000 for last year and 9,000 for the preceding 
year. 

Unemployment in Oregon has grown steadily since the 1st of Jul 
1957. We have an honor of which we do not brag. By the first wee 
in October, we had the third highest rate in the nation in unemploy- 
ment, tying with Tennessee. 

From November 9 to February 1, with the exception of 1 week, we 
led the Nation in our unemployment rates. We reached a top of 13.7 
percent in February, when the national rate was 6.9 percent. By the 
end of May we had declined down to 5.2 percent. That decline was 
largely due to employment in agriculture. Our unemployment in 
our basic industries of trades, lumbering and agriculture, is still high. 

We will have paid out by the end of this month $41,800,000 in 
benefits, $14 million more than we ever paid out in any other year. 
Part of that is accounted for by the fact that we raised our benefits 
in 1957, but part of it is also accounted for by the increased unem- 
ployment. 

We are in poor financial shape right now. We are down to $24,690,- 
000 dollars, as of the end of May, which is substantially below the 
minimum floor provided by our legislature, below which we may not 
go without increasing our tax rates. 

So as of April 1, 1958, the tax rates paid by all our employers, no 
matter what their experience rating may be, will be in the top rate 
of 2.7 percent, 

I outline those things to give you briefly an idea of where Oregon 
stands in its own program today. We think that benefit adequacies, 
the basis of the whole program, and the measurement of success of the 
program, can be measured in several ways. One way of measuring 
is to determine whether the people receiving benefits get an adequate 
income to tide them over their period of unemployment; and do the 
benefits continue for a sufficient period of time to bridge them over 
their expected unemployment period; and is the level of qualifying 
requirements such that persons who are ordinarily in the labor market 
are insured ¢ 

Next is: Are the disqualification provisions such that the program 
is protected, as it should be protected, but yet are not so unreasonable 
as to eliminate people who actually are part of the labor force? Any 
legislation, whether it is State or Federal, to serve a purpose of unem- 
ployment compensation, must establish adequate standards on all 
these four points. 

In addition to that, the coverage of the persons who are insured 
must be adequate to take in all the persons who are truly a part of the 
labor market. A person who is a single employee of one employer is 
as much a part of the labor force and when he is unemployed as much 
in need of payments as a person who works in a large plant of a thou- 
sand or more persons. 

Of course, another extremely important basis for a successful pro- 
gram is adequate and fair financing; also, sound and fair administra- 
tion of the program. 

I outline these things because I want to point out that the Federal 
law does set out several minimum requirements to which all States 
must adhere and do adhere in the area of sound and fair administra- 
tion. 
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The Federal law, as it was passed, and as we operate under it, re- 
quires prompt payment of compensation when due, payment through 
employment offices, opportunity for fair hearing to persons whose 
claims are denied, sets out conditions under which tax credits are al- 
lowed, and prohibition of denial of benefits for refusal to accept new 
work under certain circumstances. 

We have no similar requirements affecting benefit payments or fund 
financing. Therefore, there is no basic standard for compensation to 
be paid out by the States, and the programs of the States differ widely 
in the adequacy of the economic protection given their citizens. Mini- 
mum benefits go as low in some States as $5 a week for 6 weeks. Maxi- 
mum benefits per year vary from $468 per year with 37 percent of the 
covered workers eligible for that amount of money, up to $1,170 per 
year with 58.5 percent eligible for that maximum. 

There is also very wide variation in minimum and average taxes 
paid by employers, running from 0.5 percent on a $3,000 tax base to 
2.7 percent on a $3,600 tax base, and in 1 case $4,200. 

Mr. Chairman, if I may interrupt, on page 4 of my written state- 
ment, there is an error. I believe the filed statement shows 0.5 percent 
on $4,000. It should be $3,000. 

This variation in disparity of tax rates is directly connected with 
the similar disparities in the benefit program. I think it is almost 
corollary that the lower the tax rate generally, probably the lower the 
benefits that are paid out in the State. 

I think there is nobody who will quarrel with the statement that 
in this past year, particularly, the value of the unemployment com- 
pensation program has been adequately demonstrated. Employers 
with whom I have talked in Oregon, and I have been talking with 
a great many of them, are all solidly behind the benefit program, 
where several years ago they might well have wanted to see it out 
altogether. 

They can see what it has done to support the buying power and 
economy of all our towns, particularly our small towns, in Oregon. 
Our rea] question is not whether we want to continue with such a 
program, but how can we strengthen and improve it. 

I believe that is a question not only before the State of Oregon, but 
before the Congress and before all the other States. 

Governor Holmes and I, and the members of our Commission 
also, have discussed the handicap under which we operate, and which 
other States operate. 

While attempting to build up and maintain an adequate benefit 
formula, on a sound financial basis, and still meet the argument that 
is put forth, and, as suggested by the Governor in his statement, we 
cannot do it because other States don’t. If we raise our taxes too 
high, we will discourage industry coming into our State. 

The wide variation both of benefits paid and taxes charged, with- 
out any minimum which any State must meet, puts, I believe, all 
the States into a hard position when they want to improve their own 
program. 

This is not just a one-way street. In the State of Oregon, we have 
had a lower tax rate for a great number of years than any of our 
neighbors. California, Washington, and Idaho have all had con- 
sistently higher tax rates than we have. 
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I have talked to the administrators of those States and they have 
told me that in the past when they have gone to their legislature to 
maintain the tax rate they have or to increase it to take care of the 
benefits they want to pay, the finger is pointed at them and the person 
who is interested says “We don’t want our tax rates raised in Idaho, 
California, or Washington, because look at Oregon, whose tax rate 
is lower than ours, and if we raise ours we are going to be at a dis- 
advantage.” 

Those administrators, governors, and legislatures resisted those 
pressures in the other State and have kept their tax rates above the 
Oregon tax rate, but if pressures had prevailed I would suggest that 
probably the other State funds would be in the rather unhappy situa- 
tion in which Oregon funds are in. 

I suggest, too, adequate Federal standards for financing would 
relieve much of the pressure and would have required Oregon and 
perhaps helped Oregon to establish a realistic tax base. 

I know about the contention made that State legislatures, under 
the existing Federal provisions, are free to exercise their best judg- 
ment in adopting laws that will best fit the economic conditions in 
each of the States. 

However, the pressures are brought upon the legislators of the 
States to keep the contributions rate low. Ultimately, the only way 
by which contribution rates can be kept low is to keep the benefit 
levels down and deny as many workers as possible so that expenses 
are lower. 

I think this means competition among States for a more and more 
favorable contribution rate has had and will continue to have the ef- 
fect of making it virtually impossible for any legislature to adopt a 
benefit system that remains in step with rising wages and begins to 
come up to the standards recommended and set by the administration. 

Some improvements have been made in States from time to time, 
but to my best knowledge, I think no State has come up to the stand- 
ards recommended by the President, by the Secretary and by many 
Members of the Congress. 

I think that the standards to accomplish the purposes for which the 
unemployment compensation programs have been set up federally 
and in the States must be comprehensive if they are going to achieve 
their purpose. 

I think, however, that if minimum standards are established and 
requirements to which all States must comply, there will still be room 
for each State to take into account its own economic situation, its own 
wage rates, its own desires of its people, and there can still be wide 
variety of compensation programs with a floor beyond which no State 
will go. 

I think that in that way each State will comply with its own re- 
quirements and still be able and be willing to set up and maintain a 
good, adequate benefit program. 

It is my worry that if States are not required to follow some mini- 
mum basic requirements, that there will be such wide disparity that 
pressure will be brought eventually and perhaps successfully to con- 
vert this into a Federal program. Personally, I am against federaliza- 
tion of the program. I want it to stay with the States for State ad- 
ministration. But I want it to be an equally.sound program for all 
States. 
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I have watched it in the State industrial accident commission and 
workmen’s compensation. We have a setup there where commission- 
ers run both of the agencies. 

There are no Federal standards of any kind in workmen’s compen- 
sation, with the result that one State will have a good and sound pro- 
gram, and another State will have no program at all, and other States 
will have very poor ones. There is no uniformity, no encouragement 
of any kind to the States to maintain any minimum program in work- 
men’s compensation. 

We need that in unemployment compensation. I think that prog- 
ress on the part of the Government will give strength to the whole 
program by providing some basic minimum safeguards. And with- 
out the support from the Federal level in the form of proper stand- 
ards, it could be that the survival of the State programs is doubtful. 
At least, it will be difficult. 

Thank you. 

(The document referred to follows :) 


STATEMENT Of Mrs. CECELIA P. GALEY, CHAIRMAN OREGON STATE UNEMPLOYMENT 
COMPENSATION COMMISSION 


I am Mrs. Cecelia P. Galey, of Salem, Oreg., chairman of the Oregon State 
Unemployment Compensation Commission, and a member of the State industrial 
accident commission. I am a member of the Interstate Conference of Employ- 
ment Security Agencies, and of the legislative committee of the conference. 
That committee deals with national legislation. 

My appearance before this committee is made as a respresentative of the 
Oregon commission, and not as a representative of the conference. My remarks 
will be directed to the subject of the desirability of establishing additional 
Federal requirements affecting unemployment compensation benefits and 
financing programs. 

I ask the permission of the committee to make a part of the record a brief 
compilation of statistics and general information which relate to the unemploy- 
ment situation in Oregon. 

A few figures which show the present situation in our State might be helpful. 


Estimated total unemployment 


I cc acs ellis tase pled alata cabeckib Sic beet 44, 900 
cine icriaheession 56, 500 
eg eee Beacptairinrep op lsioedonbecinlsssgemiarsnegulivtolovee 25, 200 
IT I ei eases saseperesanebutieoasenebananipetnasipes 18, 300 


The June 1958 figure is 78.2 percent higher than that for June 1957 and 145.4 
percent higher than the estimate for June 1956. 


EXHAUSTION RATE 


Exhaustees in the present year through May, 22,848. (Estimated for the 
whole benefit year, which ends June 30, 1958, 26,500.) 


Comparative figures on exhaustions 
Neen a lawn nin hoikupl 13, 080 
ar ei es A Ba llc tn tare ier aigavas hen tabagingchesito dhcp eng apc ineatiasereieninieonenen 9, 486 


Unemployment in Oregon has grown steadily since the 1st of July 1957. By 
the first week in October, we had the third highest rate in the Nation, tying 
with Tennessee. From November 9 to February 1 (with the exception of 1 
week), we led the Nation in our unemployment rates, reaching a top of 13.7 
percent when the national rate was 6.9. 

By the end of May, we declined to 5.2, the decline being due largely to 
employment in agriculture; unemployment is still high in our lumbering and 
trades industries. 

During this benefit year, we will pay out $41,849,658 in benefits, $14 million 
more than in any other year. This is partly accounted for by an increase 
in maximum and average weekly benefit rates. 
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The balance in our trust fund on May 31, was $24,691,173.21. Effective April 1, 
1958, all employers will pay a uniform tax of 2.7 percent until our fund bal- 
ance is restored to a minimum of $31,500,000. This base rate will yield sub- 
stantially less revenue than our benefit costs for the fiscal year ending June 30, 
1958. 

The basic measure of the success of an unemployment compensation program, 
both to the individual and the economy as a whole, is the adequacy of benefits 
paid to unemployed people. 

Benefit adequacies may be measured in several ways. One is the measure- 
ment of the weekly benefit amount paid. 

(a) Do individuals receive adequate income to tide them over their period 
of unemployment so they may avoid the immediate liquidation of savings, loss 
of real property, and reclaiming by creditors of personal property bought on 
credit? 

(b) Do benefits continue for a sufficient period to bridge the expected length 
of time an individual is likely to remain unemployed? We are concerned with 
the person who is an active contributing member of our labor force. 

(c) Is the level of qualifying requirements such that persons normally in the 
labor market are insured? 

(d) Are the disqualification provisions such that the program is protected, 
but not so unreasonable as to eliminate those persons who are actually members 
of the active labor force? 

Any legislation, to serve its purpose, must establish adequate standards on 
these four points. However, these are not enough. Any unemployment-com- 
pensation program, to fully preserve human dignity and serve its purpose in the 
economy, must cover all members of the labor force who reasonably meet the 
qualifying requirements. The single employee is just as much a part of the 
labor force as the individual who works in a large plant with 1,000 associate 
employees. 

A second important basis of a successful program is adequate and fair financ- 
ing, which will provide funds for benefits and, at the same time, will not be 
confiscatory. 

Sound and fair administration of the program is a fundamental requisite. 
The Federal law sets out several minimum requirements, to which all the 
States must and do adhere. Among these are prompt payment of compensation 
when due, payment through employment offices, opportunity for fair hearing 
for persons whose claims are denied, conditions under which tax credits are 
allowed, and prohibition of denial of benefits for refusal to accept new work 
under certain circumstances. 

The States have accepted and lived with these minimum Federal requirements. 
No similar requirements affecting benefit payments or fund financing are pro- 
vided by the Social Security Act. There is, therefore, no basic standard for 
compensation programs, and the programs of the States differ widely in the 
adequacy of the economic protection given their citizens. Minimum benefits go 
as low as $5 a week for 64 weeks. Maximum annual benefits vary from $468, 
with 37.1 percent of the covered workers eligible for the maximum, to $1,170 
per year, with 58.5 percent eligible for the maximum. 

Wide variations also exist in minimum and average taxes paid by employers, 
running from 0.5 percent on a $4,000 tax base to 2.7 percent on $3,600 and, in 1 
case, $4,200 tax base. 

This disparity in tax rates is directly connected with the similar disparities 
in benefit programs. 

The value of unemployment-compensation programs in the United States has 
been dramatically demonstrated during the past year. The employers in Oregon 
with whom I have talked are all convinced that the economic situation in our 
State would have been drastically worse if there had not been the support of 
buying power which came from the payment of compensation benefits to our 
working people. 

The real question before our State, and before the country, is: How can the 
program be strengthened and improved? 

Governor Holmes and I have discussed the handicap under which Oregon and 
other States operate while attempting to maintain an adequate benefit formula 
and to build up a sound financial basis for the support of such a formula. We 
agree that minimum Federal requirements would be an assistance to our State. 

We do not wish to leave the impression that this is entirely a one-sided prob- 
lem. Oregon has for a long time had a lower tax rate than any of our border- 
ing States. Our neighbor legislatures have been subjected to continuous pres- 
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sure to reduce their rates to meet the competition given to them by Oregon 
rates and to equal the advantages the lower taxes have given to Oregon employ- 
ers. Those pressures have been resisted, but, if they had prevailed, the funds 
of those States would probably have been nearing the precarious condition 
of our own. Adequate Federal standards for financing would have relieved 
much of that pressure, and would have required Oregon to establish a realistic 
tax base. We would not now be abandoning experience rates and imposing on 
all employers the maximum rate. 

Turning now, specifically, to proposed standards for unemployment compen- 
sation. I am well aware of the widely proclaimed contention that the State 
legislatures, under the existing Federal provisions, are free to exercise their 
best judgment in adopting the kinds of laws that will best fit the economic con- 
ditions in each of the States. However, pressures are brought upon legislators 
of a State to keep contribution rates low so that State will enjoy a competitive 
advantage over others. Ultimately, the only way in which contribution rates 
can be kept low is to keep benefit levels down and to deny as many workers 
as possible. This means that the competition among States for more and more 
favorable contribution rates has had—and will continue to have—the effect of 
making it virtually impossible for any legislature to adopt a benefit system 
that remains in step with rising wages. 

Some improvements have been made from time to time, but, to the best of my 
knowledge, there has not been one single State that has adopted a law which 
meets the laws proposed by the President. I can say, with some pride, that 
Oregon has probably made as much progress as any State, but I must also say, 
regretfully, that our law still falls short in many respects. Worse, the outlook 
for the future is depressing. Heavy pressures are building up to get provisions 
which will make it more difficult than now for the workers to have proper 
protection. 

Standards which will relieve these pressures should assure that every State 
will provide benefits at a level which will mean that the program will do what 
is really intended. In addition to that, the standards should require that the 
financing of the State program be sound—a standard which, incidentally, would 
have kept Oregon from making the serious mistake which it did make in its 
financing provisions several years ago and which is largely responsible for many 
of the troubles we face right now. 

Standards to accomplish these purposes must be rather comprehensive if they 
are to achieve their purposes. However, even if standards are adopted, they can 
be so drawn that they permit great latitude to the States to build up and 
improve their programs beyond the minimum requirements and to suit their own 
economic needs. 

I believe the Congress is the arm of Government that should pump strength 
into the program by providing basic minimum safeguards. Without this sup- 
port from the Federal level, in the form of proper standards, the survival of the 
State programs is doubtful. 


UNEMPLOYMENT-INSURANCE BENEFIT EXPERIENCE, BY BENEFIT YEAR 
Statistical data—Benefit-year payments, 1938 to date 


| 


Estimated June 30, 1958....--.----- iackenaa a ed ee , 240, 894 41, 849, 658 


errr 


Weekly | 
Year | benefit New claims | Payments | Amount 

amount | | 
ee ry et tren SE en ee $15 | 96, 741 532,528 | $5, 930, 222 
1939 15 60, 152 | 366,671 | 4, 058, 652 
1940__-.-- - -- --| 15 61, 215 351, 058 4, 099, 925 
i...... --| 15 45, 578 200, 844 | 2, 485, 554 
es --| 15 32, 611 | 129, 486 1, 674, 123 
1943__--------- : pany ronebese 15 | 9, 442 18, 762 | 243, 404 
1944 15 5, 055 11, 998 | 157, 843 
1945 -- ~---~--| 15 72, 623 | 169, 780 2, 802, 104 
1946 ~------------- -- — 18 101, 198 998, 834 | 16, 669, 749 
1947 - --2=--| 18 | 81, 195 494,513 | 7, 752, 535 
1948. - - - wan ennnnnnn-- wannnnn------| 20 70, 702 469, 008 | 7. 774, 902 
1949 -- . ote 20 100, 950 | 760,862 | 13, 036, 934 
1950-...--------------------- ~----- ~------ 25 144, 436 | 1, 235, 056 25, 887, 217 
1061. . ..-.--------------20----0--n- nnn nnnn nnn 25 86, 052 | 521,272 | ‘10, 538, 887 
1952- _- ee agamecensewnnsecerecananscocoun| 25 92, 169 | 640, 740 13, 939, 938 
1953. --.----- nnn n anne nennnnn- - 25 93, 213 | 760, 103 16, 891. 118 
1954__...------------------------ --------| 25 114,480 | 1,050,024 | 23, 522/071 
1955_..----------------------9--- -- ------| 25 110, 693 | 907,242 | 20, 129, 626 
1956 “== . oo a= ---| 35 95, 562 | 702, 277 | 17, 693, 481 
1957-_..-------- wooo nnn -nn enna nee ee eee - =e 35 | 103, 546 | 819,697 | 24) 265; 667 
1958, to May 31 wae nanan nee nee ---------- 40 126, 477 1, 187, 894 40, 049, 658 
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STaTE UNEMPLOYMENT-COMPENSATION COMMISSION—RESEARCH AND STATISTICS 


Unemployment-insurance program information 


Calendar year 











| | | | 
1958, 
1950 | 1951 | 1952 1953 1954 1955 1956 1957 |through 
| May 
i a Bek SS | a Ls, i 
Average weekly covered | | | 
WRN si 5. 6 thin cwcsttnn dick $64. 37 70, 00 $73.49 | $75.81 | $77.80 | $81.10 | $84.66 | $84.48 |..._.._- 
Average weekly _ benefit 
amount for total unem- | 
SS ee oa | $21.44 | $21.40 | $22.49 | $22.84 | $22.83 | $22.52 | $29.04 | $31.80 | $34.78 
Average weekly _ benefit 
amount as percent of aver- | 
age weekly wage____.___.. 33.3 30.6 30.6 | 30.1 29.3 27.8 34.3 We © ln cwoxade 
Average monthly total un- | | 
employment_-_..__-.. _.| 41,300 | 21,700 | 27,500 | 35,700 | 43,900 | 34,400 | 31,600 | 40,700 |_.....-. 


Average m’ nthly total un- 
employment, Ist 5months | | 
GUI GIIN Sk cinecidiewdinbics | 67, 200 | 29, 200 | 36, 600 | 43, 200 | 57,600 | 48,600 | 42,200 | 49,600 | 68, 400 
| | 























Annual average weekly insured unemployment U. I. 





| Fiscal year 
| aii 7 
| 





| | | 1958, 
1950 1951 | 1952 | 1953 1954 | 1955 | 1956 1957 |through 
| | | ay 
Average weekly weeks | | | | 
claimed in benefit year_ -| 27,100 | 11,700 | 14, 000 | 16,300 | 22,400 | 19,900 | 15,800 | 18,200 | 27, 600 
Exhaustees - - ----.-----.-| 32, 519 | 13, 648 | 10, 88 a 13, 146 | 19, 089 | 18, 064 9, 486 13, 080 1 22, 843 
| | 





1 Estimated 26,000 for full year. 


Be — and tax rates as ” reent of taxable wages 











1950 1951 | 1952 1953 | 1954 1955 1956 1957 

Oregon: | | | | 

Tax rate. Gabutieathaimnntean 1. 40 1. 38 1.17 | 1.14 1.18 | 1. 23 1, 42 1. 43 

ai a 2. 38 1.10 1. 55 1.99 Rael. wee 1, 67 2.7 
Washington: | | | | | 

WRONG ier Joust uk ashes 2.70) 1.90} 174] 172] 200] 199] 226 1.97 

SS OS eee 1a 1.00 1.50} 1.83 2. 40 SORT SOO tas sesct 
Idaho: 

WRIA oss ? 1. 98 1.94) 1.76) 1.75] 1.74!) 1.75 eS ee 

es BM Aes ie 110} 1.42} 205; 163] 1.41 j...-.-.. 
California: } | 

diane bean Satan 2.41 2. 37 | 2.09 | 1. 36 | 1. 38 | 1. 51 | a dedie berths 

PR SED. op edeadu cco odsases 2. 76 | 1, 23 1. 20 | 1.08 1. 59 | 1.05 | OO Toit cuts 

} 


Thirteen areas and 15 counties with a D labor-market classification : 


METROPOLITAN 


Portland—Multnomah, Washington, Clackamas Counties in Oregon, and Clark 
County, Wash. 
ES—219A AREAS 
Eugene, Lane County 
Coos Bay-North Bend, Coos County 
Lebanon-Albany, Linn County 
Roseburg, Douglas County 
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ES—219B AREAS 
Astoria, Clatsop County 
St. Helens, Columbia County 
Hood River, Hood River County 
Grants Pass, Josephine County 
Toledo, Lincoln County 
Tillamook, Tillamook County 
Gold Beach, Curry County 
MeMinnville, Yamhill County 


OREGON INSURED UNEMPLOYMENT RATE RELATIVE TO OTHER STATES AND THE NATION 


At the beginning of the 1958 benefit year, during the first week in July, the 
rate of insured unemployment in Oregon was 2.4 percent compared to the na- 
tional 2.9 percent. Kentucky had the highest rate of 6.4. 

From that first week in July, Oregon's rate gradually climbed with the begin- 
ning of the new benefit year and worsening economic conditions. A month later 
it was 3 percent, the same as the national rate. The first week in September, 
it was up to 3.2, but the national rate had declined to 2.7. 

By the first week in October, Oregon was tied with Tennessee for the third 
highest rate in the Nation at 4.6 percent. Michigan and Kentucky were one, 
two. National rate was at 2.9 percent. In the week ending October 26, 1957, 
Oregon moved into undisputed second place with 5.6 percent, behind Kentucky 
at 5.7 percent and nationally 2.9 percent. 

For the week ending November 9, Oregon went into first place with 6.3 percent, 
compared to a national 3.2 percent. The next week, leadership was relinquished 
to Washington, but the next week Oregon went out in front to stay for the next 
= months with 7.8 percent, a national 3.6 percent rate, and Washington's 6.9 
percent rate. 

The first week in December, with the rate still rising, it was 9.7 percent, Wash- 
ington closest at 8.2 percent and nationally a rate of 4.1 percent. 

By the first week in the new year, the national rate, rising rapidly, was at 5.7 
percent, while Oregon’s rate, also on the rise, was at 12.7 percent. Idaho was 
second at 10.6 percent and Washington third at 10.2 percent. 

Oregon hit its highest rate of insured unemployment at 13.7 percent for the 
week ending January 18, with the national rate at 6.9 percent. The decline from 
this peak to the present has been gradual, but persistent. Oregon's national 
leadership in this dismal economic indicator was lost in the week ending Feb- 
ruary 1 to Montana, 12.9 percent to 13 percent; nationally, 7 percent. 

By the first week in March, Oregon’s rate was down to 11.5 percent, com- 
pared to a national rate of 7.9 percent. Five other States had higher rates. 

The rate had dropped to 9.5 by the week ending April 5, and 10 states were 
higher. The national rate was 7.9 percent. 

As seasonal activities began to take up some slack in Oregon, the rate of in- 
sured unemployment slipped below the national average for the first time since 
the first part of August when it first went above in this benefit year. This 
was in the week ending May 3, with Oregon’s rate at 7.7 percent and the national 
7.8 percent. 

The latest data available for the week ending May 24 shows Oregon’s rate at 
5.2 percent, compared to the national 7.2 percent. While this looks rather favor- 
able for Oregon, during the same week a year ago the rate was 3.6 percent. 
Although this looks bad, the national scene is blacker, since, for that week a 
year ago, the national rate was 3.4 percent compared to this year’s 7.2 percent. 

Total estimated unemployment as of June 1, 1958, 44,900. 

Oregon trust-fund balance as of May 31, 1958, $24,691,173.21. 


The Cyaan. Thank you, Mrs. Galey, for the information you 
have given the committee. 

Are there any questions ? 

Mr. Curtis will inquire. 

Mr. Curtis. Your figures on the first page, of estimated total un- 
employment, give absolute figures; but the labor force in Oregon has 
been increasing substantially, has it not, over the same period ? 
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I wondered how that compared with the percentages. In other 
words, you show the June figures for 1956, 1957, 1958, total unem- 
ployment, but you do not relate it to the work force. 1 am wonder- 
ig what has been the increase in the work force in about the same 
period of time. 

Mrs. Gatey. There has been some increase in the work force over 
that period of time, but not a very large one over the last 3 years. I 
am sorry; I do not have with me the figures to tell you that. 

Mr. Curtis. I wonder if you could supply that for the record. I 
think that is a meaningful thing. 

Mrs. Gatey. Yes; I can. 

The Cuamman. Without objection, that material will appear at 
this point in the record. 

(The material referred to is as follows:) 


Estimated total and covered employment and unemployment 


Totalem- | Total unem- | Total unem- | Covered em- | Covered un- 





ployment ployment ployment ployment | employment 
estimated estimated estimated as of the as of the 
as of the 15th | as of the 15th | as of the ist 15th ! 15th 

Cg Ee eons, 2 690, 000 2 46, 000 44, 900 2 366, 500 2 14, 600 
May 1958.-- oi 3 4 634, 100 4 54, 100 56, 500 4348, 000 20, 798 
April 1958. ..--.- kes ql 615, 400 *, ) 340, 700 32, 882 
June 1957_- i 707, 400 25, 600 25, 200 386, 472 9, 192 
May 1957-. 3 655, 700 | 30, 000 ve 369, 352 12,772 
June 1956_- 720, 400 18, 000 | 18, 300 394, 498 6, 331 
May 1956...----- cet 3 666, 800 23, 000 Hfnrhenarens 377, 069 9, 637 





1 Includes employees of Federal Government working in Oregon. 
2 Early preliminary estimates based on incomplete data. 

3 Includes workers on strike. 

4 Preliminary. 


The Cuamman. Are there any further questions ? 
If not, again, we thank you. 
Our next witness is our colleague, Mr. Marshall. 


STATEMENT OF REPRESENTATIVE FRED MARSHALL, OF 
MINNESOTA 


Mr. Marsuaty. Mr. Chairman, I am grateful to the committee for 
including H. R. 7086 among the bills under consideration in these 
hearings. As you know, a number of us respectfully requested that 
the Townsend bill be considered as an amendment to title II of the 
Social Security Act. 

The very fact that there are so many bills before the committee to 
amend the Social Security Act is evidence of the shortcomings in 
present law. The tragic plight of many of our older citizens “who 
cannot even maintain a subsistence senile of living in the face of 
steadily rising living costs is evident every day in the letters we 
receive. 

In a period of unemployment, even the part-time and lower paying 
jobs which were available as a supplement to their income are being 
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denied to older workers. These people are told they are too old to 
work and too young to receive the retirement benefits they may have 
earned under the Social Security Act. 

Thus, we have the double problem of inadequate coverage and 
madequate benefits. Those who have passed the retirement age but 
have not earned social-security coverage also suffer under the present. 
system since, with few exceptions, the old-age-assistance payments 
are held to a minimum subsistence level. 

As the number of older persons in the population steadily increases, 
the problem becomes more severe. While the living standards of em- 
ployed wage earners continue to advance, those at retirement age or 
unable to obtain employment because of age find their standard of 
living steadily declining. Even apart from the human suffering 
inv olved, this is an economic loss in a Nation that prides itself on 
the abundance of its production. The buying power of every citizen 
is immediately reflected in the markets for this production and, when 
a whole segment of the population is unable to buy even necessities, 
it has consequences for everyone. 

We certainly ought to be able to relate retirement benefits more 
closely to the cost of living and the advance in living standard, since 
the money spent is immediately returned to the channels of trade. 
With the recovery of employment, proper allowance ought to be made 
to encourage productive efforts by persons who are able to supplement 
their retirement income with limited employment. H. R. 7086 pro- 
vides incentives for such productive effort while discouraging any 
underbidding for jobs. 

The committee has heard a great deal of testimony on the various 
provisions of the Social Security Act, and has received a great number 
of bills relating to technical provisions. It is not my purpose to 
discuss these in detail, since the committee is aware of the needs which 
all of these proposed amendments reflect. 

In considering legislation of this kind, we are not dealing with 
statistics and legal technic alities, but with human beings who have 
done a great service to humanity and to their country. It is our hope 
that the House will be given an opportunity to consider the whole 
scope of the problem before us without resort to patchwork legisla- 
tion that only intensifies the problems in some areas while offering 
temporary solutions in others. The purpose of a retirement. system 
is to provide reasonable assurances for a decent standard of living to 
older citizens. In view of this, I think we ought to consider the 
overall approach of H. R. 7086, as a transsition to a workable and 
realistic program of security for those who have contributed so much 
to the growth of our country. 

The CHatrman. Thank you, Mr. Marshall, for giving us your 
views. 

Our next witness is our colleague, the Honorable Craig Hosmer, of 
California. 


STATEMENT OF REPRESENTATIVE CRAIG HOSMER, OF CALIFORNIA 


Mr. Hosmer. My support of the principle of a sound, national, pay- 
as-you-go pension plan precedes my service in Congress. It developed 
as the result of careful study and logical cone lusion of the mind. I 
sincerely believe the enactment of a sound, national, pay-as-you-go 
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pension plan would be in the best interest of the Nation. It is for 
that reason that, consistently, since coming to Congress in 1953, I have 
joined with like-minded colleagues in an effort to have the Townsend 
plan, as from time to time embodied in various legislative bills, thor- 
wget y considered by this committee. 

‘he Townsend plan presents the framework for a sound, national, 
pay-as-you-go pension plan and is, thus, the starting point from which 
this committee and the C ongress could proceed. 

The Townsend plan was conceived by Dr. Francis E. Townsend 
during the depression period of the 1930’s. At that time, Dr. Town- 
send was a resident of my home city, Long Beach, Calif., and, thus, 
the Townsend plan had its birth in the congressional district which I 
am honored to represent. 

The plan, as it is conceived today, is before you in the form of the 
Blatnik bill, H. R. 7086. There is nothing particularly sacred about 
the precise wol ‘ding of the Blatnik bill because, over the long period 
since the plan was ‘first. outlined by Dr. Townsend, many changes i in 
details have been added or approved by the originator himself. But 
the principle of the plan—sound, national, pay-as-you-go pensions for 
our senior citizens—has remained constant and unaltered and is in- 
corporated in the bill. It is of that principle I now seek your con- 
sideration. I do not think either Dr. Townsend, myself, or any other 
supporter of the idea is wedded to any particular language setting out 
the principle. Our concern is with the substance, not with the form. 

In seeking your consideration, it is well to define the parameters of 
the problem for which the plan offers a solution, and the general 
criteria the Townsend plan or any other solution must meet. 

Let me put it this way: There has never been a time in the history of 
America, either while we were colonies or since the formation of our 
Republic, that we, as a people, have failed to recognize and assume a 
humane responsibility for those less fortunate amongst us. Whether 
those less fortunate have been unable to meet their necessities for food, 
clothing, shelter, and care through their own efforts because of age 
or illness, or because they are orphaned, or for other reasons, fellow 
Americans have always found some way to supply their needs. These 
answers have not always been adequate, nor have they always been 
equitable. 

Thus, two basic criteria for any plan to solve these problems today 
must meet the criteria of adequateness and equitableness. 

In the earliest days of the American Colonies, these criteria, as well 
as others, were always substantially met. The brave Pilgrims on the 
rocky coast of Massachusetts, a small band of settlers on a large and 
hostile continent, shared and shared alike their religious fervor, their 
work, according to their ability, and the bare necessities of life pro- 
duced by that work. 

As the new Nation grew, pushed its farms into new areas, and began 
to take shape as a society, the family, rather than the small colony, 
became the framework around which life revolved. Three or even 
four generations shared the work of the farm and its proceeds, all as 
a family unit. As the family grew, new land was cleared and tilled 
as needed to provide a livelihood for all. This was the sound and 
economic way to meet increased needs. Virgin land was available for 
the purpose, and could provide them. Only work and initiative need 
be added, of which these early Americans were bountifully possessed. 
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Thus, another basic criterion for any plan to solve the problems 
today becomes apparent from this state of our history. The plan 
must be sound and economic. 

During this early stage of our history, however, the beginnings of 
the urbanization of our country occurred, which has reached its peak 
today, and added a further necessary criterion for any plan which is 
to solve the problems of today. 

Let me develop it this way: This Nation’s early cities hardly de- 
served the name. They were small trading centers, with meager 
populations. Yet that population was engaged in pursuits other than 
agriculture and when some amongst them became unable to earn their 
own way, unlike the farm families, they could not turn to the soil for 
an answer to their problem. Three solutions began toemerge. First, 
and basic, members of families took care of their own. Where there 
were no families, or the family was callous to the needs of its kin, or 
too impoverished itself to help them, public and private charities 
arose. Although these latter may have been adequate in the begin- 
ning, as small communities grew into cities and urban populations 
burgeoned, they became less and less adequate. 

This progressive urbanization also brought with it a diminution of 
the family of several generations size as the basic unit of society. 
This diminution in turn tended to weaken the family’s obligation to 
take care of its own, and put additional burdens on public and private 
charities. 

As the Nation developed and spread across the continent, first by 
oxcarts, then by trains and finally by swift moving aircraft, families, 
except in the parent-minor children sense, became even less adapted to 
the problem of taking care of the needs of kinsmen. 

The increasing mobility of population also had its effect on the 
public and private charity systerh. People no longer were born, 
raised, lived, and died within a radius of a few miles, amongst friends 
and neighbors who joined together with them and by their joint efforts 
brought about growth and development of the community and thus 
in elder years, for example, had a logical call on their neighbors— 
either by way of public or private charity—for help in meeting needs 
which they themselves could no longer work to meet. Under these 
circumstances no stigma attached to charity. The care of needs dur- 
ing sunset years or adversity was, indeed, a normal and natural func- 
tion of society. Public or private charity in such times was the natu- 
ral and accepted mode of accomplishing it. The system neither 
aggrandized the giver, nor stigmatized the receiver. 

However, with the development of the great mobility of population 
we experience today—where people are often born one place, are 
raised another, make their contributions during productive life in 
several different communities, and spend their latter years, when they 
may need help, in yet another community, the system of public or pri- 
vate charities has fallen as much by the wayside as the earlier system 
of family self-care. : 

This is because a community into which an elderly couple may move 
to spend their latter years has had no previous contact with them. 
The couple has not contributed to the development of that community, 
thus any help they may receive from the community is not, in fact, a 
reward for what they have contributed, but amounts to a charity 
which stigmatizes. 
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From the standpoint of the local community it amounts to a burden 
which in equity it should not carry. Those communities to which the 
couple contributed during their productive years, on the other hand, 
are not bearing the burden of helping them, which, in all fairness, they 
should carry. 

Therefore, we see nationwide scope as a necessary criterion for any 
plan to meet the problems of the elderly today. Dr. 'Townsend recog- 
nized this need back in the 1930’s when he first developed his plan. 
It also was recognized when social security legislation was first enacted 
by Congress years ago. 

We also see the need that the plan be nationwide from the truly 
nationwide nature of our way of life today. What we contribute 
during our productive years no longer goes primarily to the build- 
ing up of the community in which we live, but to the Nation in which 
we live. Therefore, if in earlier years there was validity to the 
proposition that the community owes a debt to the citizens who con- 
tributed to its growth, the proposition is just as valid now in modern 
times that the Nation owes such a debt. 

Moreover, unless the plan is national in its scope, it cannot make 
accommodations to constant economic changes which are national in 
scope. 

Specifically in this connection let us look at the problem of inflation. 
The continued inflation which has plagued us for over 20 years has 
meant our dollars buy less and less each year. They shrink while 
in savings accounts. Dollars saved 20 years ago which could then 
have adequately, even handsomely provided retirement for an elderly 
man or woman or couple, now buy so much less that they no longer 
can buy the barest necessities of life. Inflation, a greedy monster 
indeed, has made it impossible for many millions of people, despite 
self-denial and saving, to provide for their sunset years. Inherent 
in this is both the needs and responsibility for supplemental help to 
these folks, and the necessity that the Federal eocabanel which 
is nationwide, tackle the problem which is nationwide. 

Only in this manner too, can there be met another basic criterion 
for which the Townsend plan makes provision. That is the speedy 
adjustment of the financing of the plan to the pace of the national 
economy, which in turn tends to keep an automatic balance between 
the amount of benefits and the cost of living. 

In those areas and they are large, involving millions of elderly 
folks, whereby social security provisions are either not made, or. if 
made are inadequate, a sound, national, pay-as-you-go pension plan 
would meet the needs. Its very universality in nature would cut 
miraculously the very high administrative costs now involved as 
between social security, old-age assistance programs, State, county, 
and city local charities, and the like. 

One plan would cut away the administrative redtape and high 
costs of administration. It would eliminate the jungle of inequities 
and inadequacies that are now so apparent in the hodgepodge of 
varying approaches being tried to solve the problems of the elderly, 
or those for other reasons who may not be fully capable of taking 
care of their own necessities. 

It has been my purpose to show that we as Americans always 
have assumed a responsibility to care for those who because of mis- 
fortune and circumstances beyond their control, cannot take care of 
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themselves. During our history we have adopted means of doing 
it which are best adapted to the circumstances of the times. In so 
doing we have established certain traditional and sound criteria: 
The means must be equitable, adequate, sound, easily and economically 
administered, adaptable to changing conditions, and the dignity of 
American citizens must be preserv ed. To these criteria yet another 
has been added by the conditions of modern times, namely, the means 
of the plan must be nationwide in scope. 

Admittedly, our present numerous, complex, sometimes roe ing 
and sometimes gapping complic ation of plans to help the e frig 
and others to whom we feel a humane responsibility lack meeting some 
or all these criteria—and thus fall short of doing the job. 

For these reasons, I urge your careful examination of the Town- 

send plan, as the best base from which to proceed to do the job and 
meet all the criteria of the conditions today. 

The Cuatrman. Thank you, Mr. Hosmer, for giving us your views 
on this subject. 

Our next witness is our colleague, the Honorable Thomas M. Pelly, 
of Washington. 


STATEMENT OF REPRESENTATIVE THOMAS M. PELLY, OF 
WASHINGTON 


Mr. Pexiy. Mr. Chairman, thank you for permission to testify 
before the Ways and Means Committee on the subject of social secu- 
rity legislation. I know of no subject in connection with the general 
domestic welfare program of the Nation which is of greater interest 
to the people of this country. 

This is Giotuiais there has been no liberalization of benefits in recent 
years to adjust pensions of retired persons under the old-age and 
retirement system in line with the increased cost of living. The Con- 
gress has fulfilled its obligation to its Federal civilian ‘and military 
employees by adjusting their rates of pay to meet the higher cost of 
living. Also, there has been some recognition of the lower purchas- 
ing power of the dollar in the increases established in pensions in 
some of our retirement programs. But I believe liberalization of 
social security now should have priority. 

All of us recognize, I am sure, the need for considerable improve- 
ment in our social sec urity program. At the same time, it must also 
be recognized that at this stage of the session there is hardly time for 
any extensive overhauling. If we are to be realistic, if we are to 
direct ourselves to legislation that can be approved before adjourn- 
ment, we must be selective and concentrate on the most pressing 
issues. 

On the basis of such an approach I should like to urge action in 
three main areas: 

1. Liberalization of the benefit structure. 

2. A higher limit on outside earnings for retired persons. 

8. An earlier retirement age. 

In calling attention to these proposed changes, I want to make it 
clear that they should be considered within the framework of a sound 
actuarial basis with an adequate reserve fund insofar as the old-age 
and survivors insurance fund is concerned. Such a policy has been 
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the foundation of our social security system since it was enacted, and 
I am sure that the overwhelming majority of the American people 
firmly support the continuation of this policy. 


LIBERALIZATION OF BENEFITS 


It is common knowledge that the monthly benefit check received 
by millions of elderly citizens is pitifully inadequate. In my files— 
as in the files of the average Congressman—are dozens of letters from 
older persons who find it impossible to stretch their incomes and 
yensions to meet the increased cost of living and growing inflation. 

t seems highly desirable that there be an overall adjustment in bene- 
fits if the millions of people on the social security rolls are to enjoy 
retirement on the basis of objectives of this program. 

A recent nationwide study from the University of California com- 
pared the amount of income received by older persons with careful 
estimates of the cost of living. The conclusion reached by the Cali- 
fornia scientists is that almost one-half of our older couples and about 
three-fourths of our older individuals do not have enough income to 
live at a minimum standard of health and decency. 

While we cannot hope to resolve a problem of this magnitude over- 
night, we should and can take a number of steps in the direction of 
improving the situation. 

My first recommendation is that cash benefits be increased by at 
least 10 percent across the board. In this connection I want to em- 
phasize the importance of such a cost-of-living increase for persons 
now on the retirement rolls. The value of their existing benefits has 
shrunk by the inflationary movement of recent years and certainly 
there is every justification for correcting a condition for which these 
senior citizens are not responsible. 

Another meritorious proposal is to bring up to date the relationship 
between current wage ia and benefits. The present relationship 
is far out of joint as a result of the substantial upward movement of 
sarnings in recent years. There is substantial reason, it seems to me, 
for expanding the taxable wage base from $4,200 to $6,000. This 
change has the endorsement of wage earners groups generally and 
certainly is in line with the fundamental principle, enunciated when 
social security was adopted, that there should be a realistic relationship 
between the earnings of a worker and his retirement income. 

The increase in the wage base would mean a substantial upward re- 
vision in future benefits. Maximum benefits would go up Suen $200 
to $305 a month. The maximum individual benefit would become 
$151.80 instead of $108.50 a month. Thus, benefit payments would be 
brought more clearly into line with the increased salaries and living 
costs now prevailing. 

It should also be pointed out that the increased income for the 
social security fund from the larger wage base would probably help 
to finance other improvements. 


LIMIT ON OUTSIDE EARNINGS 


Another proposal that deserves favorable consideration is an in- 
crease in the amount which social security recipients are allowed to 
earn and still receive their full benefit. 
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Under present law, annuitants are permitted to earn only a maxi- 
mum of $1,200 a year. This means that the average retired worker 
who draws the average benefit—which at the end of 1956 was about 
$63 a month, or $758 a year—is held to less than $2,000 a year in com- 
bined benefits and earnings. Such a restriction, I maintain, does not 
reflect wise governmental policy. 

I would urge that the present limit on outside earnings be increased 
to at least $1 800. This would afford some immediate relief to those 
who must try to supplement their benefits by obtaining additional 
wage income. 

n increase in the ceiling of $1,800, I am told, could be made at a cost 
of only 0.33 percent of payroll on a level premium basis. The effect 
on the old-age and survivors trust fund of such a change is so moderate 
that it could be absorbed without any strain. 





LOWER RETIREMENT AGE 


There is widespread support for an earlier retirement age especially 
for women. Such a change is timely and deserves the consideration 
of the Congress. Let me reiterate my position, however, that this im- 
portant question must be considered and resolved on the basis of sound 
actuarial policy. 

Under the present law, age requirements are 65 for men and 62 
for women, although the latter must accept reduced benefits if the 

take advantage of their earlier eligibility age. I would like to indi- 
cate some of the compelling arguments w hich establish a case for 
lowering these requirements. 

Many workers would prefer to retire at an earlier age and are finan- 
cially able to do so if they could include social- -security income. ‘They 
should be given such an opportunity. They are entitled to enjoy a few 
years of leisure after many years of hard work. 

Another consideration which strongly supports the need for earlier 
retirement is the problem of wor kers in poor health. Under present 
circumstances they must struggle to work in their last years Cris 
they cannot afford to retire. "These wor kers face bitter hardships be- 
fore they can take advantage of their social security benefits. In too 
many instances, the struggle to keep going to reach the promised goal 
may ‘result in prematur e de: ith and nor retirement. 

Not the least of the benefits to be derived from an earlier retire- 
ment age is its relationship to the attainment of full employment. 
One of the characteristics of the unemployed at present is that younger 
workers have been most heavily affected. This condition, of course, is 
a consequence of the fact that in manufacturing industries older 
workers are generally cnet by seniority provisions. If, however, 
more of the older working people can be induced to retire, more va- 
cancies will be provided for the younger men and women who need 
employment. 

Finally, I strongly favor the proposition that women should have 
a retirement age lower than that of men. In most instances women 
are some years younger than their husbands. This customary differ- 
ential acts as a deterrent to the retirement of men when they reach 
their eligibility age, because benefits are not adequate to support a 
family until the wife has reached her eligibility age. Moreover, women 
thrown upon their own resources late in life, through widowhood or 





SOCIAL-SECURITY LEGISLATION 243 


otherwise, find it difficult to obtain employment; they should have the 
opportunity it seems to me at an age less than 62, to retire on such 
social security benefits as they or their deceased husbands have earned. 


CONCLUSION 


These proposals represent my attempt to meet the areas of greatest 
need eens legislation in the remaining weeks of this session. My 
proposals are aimed primarily at giving to the older people some of 
the relief to which they are entitled, and toward providing for Ameri- 
can workers benefits more in keeping with current wage levels and the 
American standard of living. 

We have a serious obligation to our senior citizens, as well as to 
those looking forward to retirement, and it is my strong hope that the 
Congress will discharge this obligation by enacting legislation before 
Congress adjourns. 

Finally, Mr. Chairman, I wish to again express my thanks for the 
opportunity to testify in support of liberalizing the Federal Old Age 
Security program. 

The Cuarrman. Thank you, Mr. Pelly, for giving us your views. 
Our next witness is our colleague, the Honorable W. Pat Jennings of 
Virginia. 


STATEMENT OF REPRESENTATIVE W. PAT JENNINGS, OF VIRGINIA 


Mr. JenniNGs. Mr. Chairman, members of the committee, thank 
you for giving me the opportunity of presenting this statement in 
support of certain bills pending before your committee. 

I wish to call your attention to two of these bills which, if approved 
by the Congress, will make our social security system more responsive 
to the needs of the American people. One will reduce the retire- 
ment age for men to 62 and athe full benefits—at that age—for 
both men and women. The second will correct procedural defects in 
the Social Security Act which have denied benefits to children being 
adopted by workers who die before the adoption is final. 

I am happy to know that this committee is also considering an in- 
crease in the amount of benefits for all persons now on social security. 
Such an increase is clearly justified, I believe, by the steady and un- 
precedented rise in the cost of living which has whittled down the 
purchasing power of the present benefit levels established 4 years 
ago in 1954, 

My first bill—H. R. 240—was introduced immediately after this 
Congress convened in January 1957 with the hope that we could carry 
on the good work started with the passing of the social security amend- 
ments of the preceeding year. In 1956 the Congress, for the first 
time, approved a reduction in the retirement age of 65. As you re- 
member, this committee and the House voted full benefits at age 62 
for all women. But at conference, we had to accept a compromise 
bill authorizing full benefits for widows and actuarially reduced bene- 
fits for wives and women workers. Since this change was approved I 
have spent considerable time, and perhaps you have too, trying to ex- 
pes to my constituents why a wife gets only 75 percent of her full 

nefit and why a woman worker gets only 80 percent, when a widow 
and a dependent mother get a full benefit. I think it is time to elim- 
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inate these artificial lines which, in a discriminatory manner, have 
divided women beneficiaries under the system into three distinct 
classes. We can accomplish this improvement in the program by 
granting full benefits to all women at 62. 

Equally important, in my opinion, is the realization that the hard- 
ships of an age 65 requirement for retirement are not limited to 
women in our economy. Ask the man who is faced with finding em- 
ployment at age 60 when his job is eliminated by some technological 
change or plant closing. Ask the man who becomes partially disabled 
in his later years—but not enough to qualify for the strictly adminis- 
tered disability benefits. Or ask the wife of one of the workers who 
has herself reached retirement age but must, with her husband, try to 
make it through the often bleak years until he reaches 65. These 
people will tell you—as they constantly tell me in my mail and as I 
travel through my congressional district—that retirement has been 
forced upon ‘them long before the age now designated in the Social 
Security Act. They don’t ask for benefits as a substitute for em- 
ploy ment opportunities; they only ask for consideration because they, 
in a very real sense, are retired. ‘The fact that the present retirement 
age says that they are not retired is considered as something of a 
cruel joke. 

The evidence clearly shows that the American worker is not look- 
ing for a soft berth. The average male worker, under present law, 
does not retire until age 68, and the overwhelming majority of those 
retiring do so because ‘of ill health or company retirement policy. 

My proposal—H. R. 240—is designed merely to bring the social 
security retirement age into line with the economic realities of our 
age. It will provide urgently needed relief to those persons, who, 
through no fault of their own, fine themselves unable to support their 
families in a decent manner in good times and hardly able to exist in 
times of recession and unemployment. 

My files contain letter after letter from men workers who appeal 
for a reduction in this retirement age. I transmit this statement to 
you in their behalf. 

During the hearings on the 1956 amendments to the act, you con- 
sidered three of my bills—to reduce the retirement age for women, to 
provide disability benefits, and to liberalize benefits for disabled chil- 
dren over 18. These proposals were included—in modified form—in 
the 1956 amendments. As I indicated earlier in this statement, I 
present H. R. 240 to you as a plan to continue the good work of 1956. 

My second bill—H. R. 11754—affects relatively few people but em- 
phasizes the proposition that we must always strive to eliminate the 
inequities which arise under our social security program. An im- 
perfection in the act, moreover, is extremely important if you are the 
one who is adversely affected. I have personal knowledge of cases in 
my district that would be affected by this proposed change in the 
act; I’m sure there are others just as deserving throughout the Nation. 

Under existing law survivor benefits will “only be paid to a child 
who has been “adopted” at the time of the parent’s death. This has 
been interpreted to mean that the adoption must be final and that 
children who are merely in the process of being adopted cannot re- 
ceive a social security benefit on the basis of the deceased adopting 
parent’s wage record. The hardship of these cases is obvious. A 
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worker and his wife decide to adopt a child; they initiate the proper 
proceedings and the child comes to live with them. Before the adop- 
tion is final, and this can be a considerable length of time in many 
States, the father dies or is perhaps killed in an accident or tragedy. 
The mother, naturally, wants to keep the child but she could be vir- 
tually prohibited from doing so under the Social Security Act. be- 
cause i will not be entitled to a survivor’s benefit (unless she is 62 
or has children under 18) and neither will the child. I maintain that 
to put a mother in this position is inhumane and against wise social 
policy. 

My bill, H. R. 11754, solves this problem in a manner which will 
prevent any possibility of abuse. It would amend the law so that 
such a child would be considered adopted at the worker’s death if 
the child was actually being supported by the worker and either a 
petition for adoption was pending in a court of competent jurisdic- 
tion, or the child was residing in the worker’s home under a place- 
ment. arrangement with a child-placing agency which was prerequi- 
site to the filing of an adoption petition. My bill would require as a 
final safeguard that the spouse of the deceased worker legally com- 
plete the adoption of the child after the individual’s death. Simple 
humanity, I believe, calls for this revision of the law. 

I had hoped the departmental reports would be available on H. R. 
11754 before this statement was submitted to you; the reports have 
not been completed. I am advised, however, by the Department of 
Health, Education, and Welfare’s liaison office that when the report 
now under preparation is completed, it will be favorable on the ob- 
jJectives of this bill. The Department will recognize the need for 
such legislation. It is my understanding that changes in the word- 
ing of the bill may be suggested and that these clarifying sugges- 
tions are now under study. I repeat: I understand the report will 
be favorable on the primary question of the bill’s objectives. 

I certainly hope that this committeee will favorably report H. R. 
11754 to the House. This may be considered a somewhat minor 
change in the Social Security Act. However, it is extremely im- 
portant and deserving of immediate attention. 

In summary, may I again express my desire to see social-security 
benefits increased, and my interest in seeing continued improvement 
made in the various titles of the Social Security Act now under 
study by this committee—such as grants to the States for old-age 
assistance, for aid to dependent children, aid to the blind, and to the 
permanently and totally disabled; and the unemployment compen- 
sation program. Also, in view of the past experience with the dis- 
ability provisions of the 1956 amendments, I would recommend to 
the committee that serious consideration be given to changes that 
would allow a more liberal interpretation of the disability require- 
ments. Many apparently disabled persons have not been able to qual- 
ify under the present provisions of the act. 

All of the foregoing, of course, is presented with the understand- 
ing that your investigation of the actuarial status of the old-age and 
survivors insurance and disability trust funds reveals that such 
changes are consistent with proper management of these funds. We 
must be certain that the sound financial condition of the entire pro- 
gram is maintained. 
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The two bills I have discussed are most important. One would 
affect millions; the other would affect only a few. Both, however, 
reflect the principle that our social-security system is based on both 
equity for the group and the individual. And, I believe that we in 
Congress are particularly mindful that the welfare of the individual 
is the ultimate measure of wise social legislation. 

The Cuarman. Thank you, Mr. Jennings. 

Our next witness is our colleague, Mr. Porter. 


STATEMENT OF REPRESENTATIVE CHARLES 0. PORTER, OF 
OREGON 


The Cuairman. Mr. Porter, although we know you quite well, for 
purposes of this record, will you identify yourself by giving us your 
name and the congressional district you represent? 

Mr. Porter. Mr. Chairman, my name is Charles Porter. I repre- 
sent the Fourth Congressional District in the State of Oregon. 

The CHarrMANn. You are recognized. 

Mr. Porter. Mr. Chairman, I would like to have permission to file 
my statement with the committee and just make a couple of remarks. 

The Cuairman. Without objection, your entire statement will ap- 
pear in the record. 

Mr. Porter. You have heard our Governor, Mrs. Galey, and in a 
moment you will hear from Dr. Nicholson, who not only heads an im- 
portant committee for our Governor, but is the minister for Senator 
Wayne Morse and for myself. He has firsthand information on many 
of the problems before your committee. 

My only stress here, and I know my colleagues are aware of these 
problems, is my hope that the bill that comes out of the committee, 
and I trust it will become law this session, will have in it increases 
in benefits and an increase in the limitation on outside earnings; 
second, a statement of congressional intent as to public assistance to 
the needy; third, a method by which the Social Security Act may 
finance these improvements; and, finally, an initial medical program, 
as a start, doing something about the catastrophic illnesses of people 
on social security. With that, Mr. Chairman, I would like to ask that 
my minister, Dr. Wesley Nicholson, be permitted to testify. 

(The document referred to follows:) 


STATEMENT OF REPRESENTATIVE CHARLES O. PorRTER 


Mr. Chairman, it is a privilege for me to appear before you and the other 
members of the distinguished House Committee on Ways and Means as you 
consider proposed changes in this Nation’s present Social Security Act. The 
committee’s wise decision to schedule these hearings at this time means a 
great deal to my State of Oregon and to the 450,000 constituents of the Fourth 
Congressional District which I have the honor to represent. 

You have heard and will hear from my Oregon colleagues who can tell you 
what they found to be deficient in the present act. And, you will hear directly 
from private and public citizens of Oregon who have at their fingertips the 
problems of our State and the proposed changes they believe will help correct 
the handicapping features of the existing act. 

My State, like others, has been rocked by economic depression. Workers have 
been idle, as prices increased and plywood mills temporarily closed while the 
national housing market teetered. Our senior citizens, who devoted good years 
toward making this country great, have been deprived of adequate food and 
lodging and medical care as they watched small savings seep away with infla- 
tion. Oregon’s disabled or blind citizens have stretched their assistance pay- 
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ments beyond a reasonable limit. And persons benefiting by children’s services 
have found problems not considered under earlier amendments. 

Rather than repeat statistics you will receive from Governor Robert Holmes, 
Dr. Wesley Nicholson, and Mrs. Cecelia Galey, Mr. Chairman, I want to bring 
to the attention of the committee my proposed legislative corrections and offer 
certain observations. 

An important part of my mail these days comes from men and women over 
65, for example, who protest the inadequacy of social security benefits and 
job discriminations against older workers. Obviously both are knotted to- 
gether. 

I think it only reasonable today that every citizen in the United States accept 
as conclusive the fact that our life span is longer. It is somewhat startling to 
realize that the number of people 65 and over has quadrupled since 1900 and 
that the average life expectance has jumped from 47 to 70. But I find it more 
startling that some view this as an alarming situation. 

Mr. Chairman, to my mind, this increase represents a largely untapped 
natural resource of knowledge, skill, and courage which can add to the wealth 
and wisdom of our Nation and the world, and to the worlds of outer space 
which we have begun to explore. Let us then put a halt to the thinking-in 
some quarters that an increase in chronological age is tantamount to a decrease 
in work ability, both physical and mental. 

As this committee examines the more than 400 bills related to proposed 
changes in the Social Security Act, as amended, I should like to call particular 
attention to the legislation I have introduced. 


SOCIAL INSURANCE 


1. Unemployment insurance.—Kidding ourselves about an economic depres- 
sion, recession, decline, or whatever one prefers to call it, is a thing of the past. 
I think even the most optimistic citizens today will admit that this country’s 
economy wobbled and is still depressed. 

Of course, as the administration delayed recommendations for help in time 
of economic crisis, the crisis broadened. Oregon was hit long before most areas. 
I refer you to the more than 75,000 who were jobless at the height of the reces- 
sion and to the fact that the State’s unemployment compensation fund was gut- 
ted until it fell below the safe mark. Governor Holmes can tell you what hap- 
pened and why he first sought Federal assistance, then had to reject it because 
the assistance afforded no real improvement to our State. 

The fact that there was hunger in a land of plenty, and rising unemployment 
gave me compelling reasons for introduction of H. R. 11464 and H. R. 11465 
on March 18 of this year. The first, referred to the Interstate and Foreign Com- 
merce Committee, would amend the Railroad Unemployment Insurance Act tem- 
porarily to increase maximum number of days of unemployment with a benefit 
year from 130 to 195. H. R. 11465 (the McCarthy-Kennedy bill) would have 
provided for unemployment reinsurance grants to the States to revise, extend, 
and improve the unemployment-insurance program, among other features. We 
all know how this legislation was altered. 

2. Old-age and survivors insurance.—This part of the Social Security Act can 
stand considerable financial revision. A paramount part of the program, the 
section today offers insurance benefits which are inadequate in the face of daily 
living costs. 

Long before I became a Member of this Congress I said that I would work to 
correct this situation. And for this reason I have introduced bills to open-end 
earnings, increase social-security benefits, and provide medical and hospital care. 

My H. R. 10700, introduced February 13 of this year, would amend title II of 
the act by removing the limitation upon the amount of outside income which 
an individual may earn while receiving benefits. Realistically, I know this pro- 
posal exceeds the need. Realistically, I know that a sweeping proposal may 
help provide the impetus for correction. The $1,200 limitation on outside earning 
is too small. It is an inequity this Congress could correct with a minimum of 
effort. It is a change I shall continue to advocate. 

My H. R. 113381, introduced March 11, 1958, is identical to H. R. 9467 which 
my respected colleague and friend, the Honorable Aime Forand, of Rhode Island, 
placed before the House August 27, 1957. As the committee knows, the legisla- 
tion would increase benefits payable under the Federal old-age, survivors, and 
disability insurance program. It would provide insurance against the costs of 
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hospital, nursing home, and surgical service for persons eligible for old-age and 
survivors insurance benefits. It has touched off a tempest I feel unnecessary. 

I find it has placed me atop a number of red-hot coals, interestingly enough. 
Some of my friends and friendly critics who are doctors are inclined to feel it 
is a positive start toward that old horror: socialized medicine. 

Some of my friends and friendly critics who would benefit feel the proposed 
boest in benefit payments is insufficient or too high. 

Mr. Chairman, I have gone on record as refusing to play pie in the sky with 
any issue. As you know this particular piece of legislation benefits persons in 
the high brackets by 10 percent and those with lower benefits by 16 percent. 
Among its many fine features for each retiree are 60 days’ free hospitalization 
each year and subsequent nursing care and surgical care. We live longer, we 
get sick and we need care. 

To provide for the necessary benefits, we also must insure adequate financing. 
That’s why I insist that social security benefits be actuarily sound, as H. R. 
11331 is. 

PUBLIC ASSISTANCE TO THE NEEDY 


1. Old-age assistance, aid to the needy blind, aid to dependent children, and 
aid to the permanently and totally disabled.—My bill H. R. 6944, introduced 
more than a year ago, on March 19, 1957, would improve this four-point pro- 
gram. It is entitled “The Humanitarian and Old Age Rights Act” and is iden- 
tical to legislation introduced by more than 40 Members of this House. 

As Representative James Roosevelt ably pointed out on April 4, 1957, the leg- 
islation would require the laws of the 48 States to be more uniform by having 
Congress establish a single minimum standard of qualifications for certain ap- 
plicants and recipients. In other words legislative intent would be established 
by Congress that public assistance shall be administered promptly and humanely 
with due regard for the preservation of family life, and without discrimination 
on account of race, sex, religion, or political affiliation; and the assistance laws 
be liberally construed. 

Mr. Chairman, our present social-security system has a proud and warm herit- 
age. It has given to millions a sense of dignity and a knowledge that a Nation 
need not be unresponsive. When adopted more than 20 years ago, the act recog- 
nized the need and value of providing a measure of security for our older people. 

Some people then warned that this plan would ruin the country, or lower the 
standard of living or socialize America. It is apparent that thinking has 
changed and that the bogey men of 1935 were nonexistent. It’s apparent, too, 
that our thinking has advanced. 

I urge that this committee weigh the testimony of the more than 100 persons 
it will hear who represent the thinking of the United States of America and that 
it submit to Congress this session a bill which will light another torch along 
that dark passageway we travel in the search to better man’s way of life. 

I suggest such a bill include (1) increases in benefits and an increase in the 
limitation on outside earnings, (2) a statement of congressional intent as to 
public assistance to the needy, (3) a method by which the Social Security Act 
may finance these improvements, and (4) an initial medical program. 

Thank you for the time to discuss this program, Mr. Chairman, and to present 
to you these opinions and suggestions. 


STATEMENT OF DR. WESLEY NICHOLSON, CHAIRMAN, OREGON 
STATE COUNCIL ON THE AGING 


The Cuarrman. Please identify yourself. 

Dr. Nicnoxtson. Mr. Chairman, I am Wesley Nicholson, chairman 
of the Oregon State Council on the Aging. 

Mr. Curtis. Mr. Chairman, before the gentleman proceeds, inas- 
much as the statement of the gentleman from Oregon 1s being placed 
in the record, I have just had an opportunity to glance over some of 
the remarks in the statement. I would like to say at this time that I 
believe it to be a very controversial statement he is placing into the 
record. I believe it needs a little balance. I do not want to see it 
go into the record without that statement made. 

The Cuatrman. All right. 
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Dr. Nicholson, you are recognized, sir. 

Dr. Nicnotson. Thank you, Mr. Chairman. 

I appreciate very much the opportunity to bring before the Ways 
and Means Committee the observations of the Oregon State Council 
on Aging. I shall make a very brief statement and file a statement 
with you, which also is brief, but is a bit expanded over the statement 
[ will make orally. I should like to acquaint the committee with 
the fact that 5 years ago the Governor of Oregon appointed a com- 
mittee to study problems of the aging in our State. 

In 1954 this temporary group submitted a report of its overall 
study with respect to income; employment, health, medical care and 
rehabilitation; housing and living arrangements; education; and 
community services, The report included certain recommendations. 

As the result of one of the recommendations of the 1954 committee, 
our permanent State council on aging was authorized by the 1957 
legislature. Governor Holmes appointed 44 members, from different 
vocational and geographical areas, to serve on the council. I was 
elected chairman of the group. The council office was established on 
the University of Oregon campus in February 1958 at which time an 
executive secretary and an office secretary were employed. 

The council was formed to study the needs and problems of the 
aging population in the State, to determine what services are avail- 
able and what additional services are needed, to provide a consulting 
service to local communities, and to make recommendations for legis- 
lation. 

The work of the council has been divided into six areas of interest, 
with committees on community services, education, employment, 
health, housing, and income. 

Our hope is to develop an understanding of the magnitude and the 
interrelations of the problems so that the efforts made to solve them 
will not be piecemeal or poorly integrated. 

Since the council has so recently ‘been formed, I am not in a posi- 
tion to make specific recommendations at this time. However, as 
meetings are held with interested persons in local communities 
throughout the State, we are becoming increasingly aware of a defi- 
nite pattern of attitudes and needs that must be met through some 
common understanding and legislative action. 

I should like to share with you some of the observations that we 
have made. 

In the past 50 years, the percentage of older people in Oregon has 
increased 434 times as fast as the general population of the State. 
Oregon ranks among the highest one-third of the States in percen- 
tage of older citizens in its population. 

A survey made in June 1957 by the United States Department of 
Health, Education, and Welfare showed that Oregon ranks eighth, 
percentagewise, in number of aged persons receiving benefits under 
old age and survivors insurance. Our increasing number of older 
people is combined with a marked change in the pattern of living. 
Our residents have followed the national trend from self-employment 
to dependence on industrial employment. Our rural population has 
decreased with the trend toward urbanization. 

Last month our employment committee conducted an informal 
survey of employment practices in regard to the older worker. This 
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study revealed that Oregon employers follow the trend of other States 
in setting a maximum age limit for hiring. 

There is evidence of strong resistance to hiring women over age 
30-35, and men over 40 years of age. (You are familiar with the 
survey made by the National Association of Manufacturers in 1951: 
A study of 3,000 companies employing more than 3 million people 
indicated that 93 percent of the reporting companies had found work- 
ers 45 and older were equal or superior in performance to younger 
workers. The Bureau of Labor Statistics has published reports prov- 
ing that there are fewer industrial accidents and less absenteeism 
among older workers.) There is no good reason for this age limit. 
We feel that a means must be found for developing employer accept- 
ance of the older worker. Continuation of the present employment 
practice of widespread discrimination against applicants over 35 and 
40 will result in a tremendous tax burden on our younger population. 

It is our hope that eventually the retirement age of 65—or any arbi- 
trary age—will be eliminated. We recognize that the establishment 
of an arbitrary retirement age grew out of the need of the actuary 
for a definite starting point in pricing out a retirement program. 

But there are persons who are unfit for work at age 50—or earlier— 
and there are many more who are capable, and wish to continue work- 
ing, long after their 65th birthday. It seems to me that there is a 
need to develop a plan that would provide for the early retirement. of 
the person grown old early through accident, disease, or unusually 
rapid physical or mental deterioration, at the same time encouragin 
the retention of able-bodied workers as long as they are capable o 
productive performance on the job. 

The fields of income maintenance, housing, and medical care for 
the aged all have at least some recognition in Federal law today. As 
chairman of the Oregon State Council on Aging I am not yet in a 
position to make definite recommendations to you. But I feel sure 
that in the future we shall have recommendations probably in favor 
of expansion in all three of these fields. 

Our 1954 Governor’s committee recommended that consideration be 
given to increasing employee contributions to old-age and survivors 
insurance, to encourage thrift and to increase private savings. 

One-fourth of old-age assistance funds spent in Oregon is going 
for the cost of medical care. One-third of our old-age assistance re- 
cipients are also recipients of old-age and survivors insurance. It is 
likely that further study will establish a causative connection between 
these two facts. Certainly the cost of medical care for the aged is a 
subject which calls for careful additional consideration by the Federal 
and State Governments. 

These are categorical statements, Mr. Chairman, but when our 
council is older and the surveys made, we will have definite statements 
to make. 

While I have mentioned the needs and problems that have come to 
our attention in Oregon, I am aware that these same needs and prob- 
lems exist throughout the Nation. At least 32 States have established 
agencies to investigate the problems that are developing with their 
increasing older population. 

The problems facing all States probably are not exactly alike and 
solutions must be corked out individually. Nevertheless, I feel that 
there would be value in a common discussion on these problems. 
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Our council has been interested in the proposed White House Con- 
ference on Aging, for we believe that it would hasten the development 
of practical programs in the field of aging by increasing public aware- 
ness of the great need and by bringing about a cooperative approach, 
thus avoiding a duplication of time and effort. 

The Oregon State council appreciates this opportunity to present its 
observations to the committee. 

That completes my statement, sir. 

The CuarrMan. Without objection, your entire statement with the 
data submitted with it, will be included in the record at this point. 

(The document referred to follows :) 


STATEMENT BY DR. WESLEY NICHOLSON, CHAIRMAN, OREGON STATE 
COUNCIL ON AGING 


Mr. Chairman, the opportunity to bring you and the members of the House 
Ways and Means Committee the observations of the Oregon State Council on 
Aging is deeply appreciated and considered by me a distinct privilege. 

My remarks will be in the form of observations rather than recommendations, 
Mr. Chairman. Our council members have just initiated their study into the 
problems of older citizens of our State. I shall be brief and to the point. 

Five years ago the Governor of Oregon appointed a committee to study problems 
of the aging in our State. In 1954 this temporary group submitted a report of its 
overall study with respect to income; employment; health, medical care and 
rehabilitation; housing and living arrangements; education; and community 
services. The report included certain recommendations. 

As the result of one of the recommendations of the 1954 committee, our perma- 
nent State Council on Aging was authorized by the 1957 legislature. Governor 
Holmes appointed 44 members, from different vocational and geographical areas, 
to serve on the council. I was elected chairman of the group. The council office 
was established on the University of Oregon campus in February 1958, at which 
time an executive secretary and an office secretary were-employed. 

The council was formed to study the needs and problems of the aging population 
in the State, to determine what services are available and what additional serv- 
ices are needed, to provide a consulting service to local communities, and to make 
recommendations for legislation. The work of the council has been divided into 
six areas of interest, with committees on community services, education, em- 
ployment, health, housing, and income. Our hope is to develop an understanding 
of the magnitude and the interrelations of the problems so that the efforts made 
to solve them will not be piecemeal or poorly integrated. 

Since the council just recently came into being, I am not in a position to make 
specific recommendations at this time. However, as meetings are held with in- 
terested persons in local communities throughout the State, we are becoming 
increasingly aware of a definite pattern of attitudes and needs that must be met 
through common understanding and legislative action. I should like to share 
with you some of the observations that we have made. 

In the past 50 years, the percentage of older people in Oregon has increased 
4%, times as fast as the general population of the State. Oregon ranks among 
the highest one-third of the States in percentage of older citizens in its population. 
A survey made in June 1957, by the United States Department of Health, Edu- 
cation, and Welfare showed that Oregon ranks eighth, percentagewise, in number 
of aged persons receiving benefits under old-age and survivors insurance. Our 
increasing number of older people is combined with a marked change in the 
pattern of living. Our residents have followed the national trend from self- 
employment to dependence on industrial employment. Our rural population has 
decreased with the trend toward urbanization. 

Last month our employment committee conducted an informal survey of em- 
ployment practices in regard to the older worker. This study revealed that 
Oregon employers follow the trend of other States in setting a maximum age 
limit for hiring. 

There is evidence of strong resistance to hiring women over ages 30 to 35, and 
men over 40 years of age. (You are familiar with the survey made by the 
National Association of Manufacturers in 1951: A study of 3,000 companies 
employing more than 8 million people indicated that 93 percent of the reporting 
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companies had found workers 45 and older were equal or superior in perform- 
ance to younger workers. The Bureau of Labor Statistics has published reports 
proving that there are fewer industrial accidents and less absenteeism among 
older workers.) There is no good reason for this age limit. We feel that a 
means must be found for developing employer acceptance of the older worker. 
Continuation of the present employment practice of widespread discrimination 
against applicants over 35 or 40 will result in a tremendous tax burden on our 
younger population. 

It is our hope that eventually the retirement age of 65—or any arbitrary age— 
will be eliminated. We recognize that the establishment of an orbitrary retire- 
ment age grew out of the need of the actuary for a definite starting point in 
pricing out a retirement program. But there are persons who are unfit for 
work at age 50—or earlier—and there are many more who are capable, and wish 
to continue working, long after their 65th birthday. It seems to me that there 
is a need to develop a plan that would provide for the early retirement of the 
person grown old early through accident, disease, or unusually rapid physical or 
mental deterioration, at the same time enconraging the retention of able-bodied 
workers as long as they are capable of productive performance on the job. 

The fields of income maintenance, housing, and medical care for the aged 
all have at least some recognition in Federal law today. As chairman of the 
Oregon State Council on Aging I am not yet in a position to make definite recom- 
mendations to you. But I feel sure that in the future we shall have recom- 
mendations probably in favor of expansion in all three of these fields. 

Our 1954 Governor’s committee recommended that consideration be given to 
increasing employee contributions to old-age and survivors insurance, to encour- 
age thrift and to increase private savings. 

One-fourth of old-age assistance funds spent in Oregon is going for the cost 
of medical care. One-third of our old-age assistance recipients are also recipients 
of old-age and survivors insurance. It is likely that further study will establish 
a causative connection between these two facts. Certainly the cost of medical 
care for the aged is a subject which calls for careful additional consideration 
hy the Federal and State Governments. 

While I have mentioned the needs and problems that have come to our atten- 
tion in Oregon, I am aware that these same needs and problems exist throughout 
the Nation. At least 32 States have established agencies to investigate the prob- 
lems that are developing with their increasing older population. The problems 
facing all States probably are not exactly alike and solutions must be worked 
out individually. Nevertheless, I feel that there would be value in a common 
discussion of these problems. Our council has been interested in the proposed 
White House Conference on Aging, for we believe that it would hasten the 
development of practical programs in the field of aging by increasing public 
awareness of the great need and by bringing about a cooperative approach, thus 
avoiding a duplication of time and effort. 

The Oregon State Council appreciates this opportunity to present its observa- 
tions to the committee. 


The Cuarrman. Mr. Curtis will inquire. 

Mr. Curtis. Doctor, I realize you are just going ahead in your 
study, and I certainly will be interested in it, but I do have a question 
to ask you. Are you starting on the presumption that lowering the 
retirement age, or, as you say, eliminating it, would be helpful to the 
older people from the standpoint of getting employment ? 

The reason I raise the question is I wondered when we reduce the 
age of retirement from 65 to 62, for women, whether we really were 
being beneficial to them or not, because then the employer has the 
argument of “Well, they can get social security.” 

I do not know. I am just asking a question because I am still puz- 
zled about it. 

Dr. Nicuorson. I think we ought to say that we are puzzled, too. 
That is the reason we have not made a categorical recommendation in 
our statement. We are just beginning. We have a feeling, on the 
basis of what we have seen so far, that we would like to see the age 
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limit just eliminated. We realize that this creates social problems of 
how do you determine the competency of an employee, and so on. 

But I think I lean in the direction that you have stated, that the 
low ering x of the age has created very definite problems. 

Mr. Curtis. I certainly am looking forward to your studies. They 
certainly will be of tremendous benefit to us at the Federal level in 
digging into these matters, 

Th ank you. 

The CuatrmMan. Are there any further questions ? 

If not, we thank you, Mr. Porter, and we thank you, Dr. Nicholson, 
for coming to the committee and giving us the benefit. of your views. 

Our next witness is Mr. Merle Anderson, chairman of the welfare 
committee, National Association of County Officials. 

Mr. Anderson ev idently 1 1s not present. 

Very well, our next witness is Mr. Reuben Johnson. 

Although we quite well recall your previous appearances before 
the committee, for purposes of this record will you again identify 
yourself by giving us your name, address, and the capacity in which 
you appear? 


STATEMENT OF REUBEN JOHNSON, COORDINATOR OF LEGISLATIVE 
SERVICE, NATIONAL FARMERS UNION, WASHINGTON, D. C. 


Mr. Jonnson. Mr. Chairman, my name is Reuben Johnson, coordi- 
nator of legislative service, National Farmers U nion, with headquar- 
ters in W ashington, D. C. I had hoped this morning that our na- 
tional president, James G. Patton, would be able to appear and pre- 
sent our testimony. It is my privilege to appear before the commit- 
tee and present the statement that he would have presented had he 
been able to appear. 

The CHarrmMan. You may proceed. 

Mr. Jounson. Mr. Chairman, and members of the committee: We 
appreciate the opportunity to appear before the Ways and Means 
Committee for two reasons. First, we welcome the opportunity to 
express our support of the social-security program generally and to 
explain our position concerning its expansion on a realistic and prac- 
tical basis. 

Second, and more importantly, it gives us the opportunity to ex- 
press our gratitude and appreciation for the support the committee 
has given to the program over the years. 

Looking back to the early years in the formulation of the old-age 
and survivors insurance program, we recall opposition which has 
almost completely made the transition over to support of the program. 

In a very real sense, it is a tribute to this committee and its coun- 
terpart on the Senate side that the principle of old-age insurance has 
been accepted by almost everybody, even one-time strong opponents. 

We need not remind you that working people in the United States 
have always supported you in this and other programs under the 
Social Security Act and of course that has been the strength of the 
position of Farmers Union as our witnesses have appeared before 
this committee on many occasions on various programs authorized 
under the Social Security Act. 
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OLD-AGE AND SURVIVORS INSURANCE 


While Farmers Union support for the OASI program goes back 
to the time of its inception, its first application to a farm group 
was as early as 1950. Following President Truman’s recommenda- 
tion of universal coverage in 1949, the 81st Congress extended the 
old-age and survivors insurance program to regularly employed farm 
workers. 

That same year levels of OASI benefits were revised and tax rates 
adjusted to strengthen and preserve the long-standing insurance prin- 
ciple under which the program has operated since its inception and 
which Farmers Union strongly urges be preserved. It is important 
that additional benefits and expansion of the program be kept on 
an actuarially sound basis. 

The principle was preserved in the extension of the old-age and 
survivors insurance program to self-employed farmers in 1954 by 
the 83d Congress. 

This committee approved this extension of the Social Security Act, 
in spite of opposition of a contemporary farm organization which 
today has moderated its position so as only to oppose any further 
liberalization of old-age and survivors insurance benefits. 

We extend to the members of this committee our sincere support 
and appreciation for the work it has done to give self-employed farm- 
ers and their full time employees some measure of security in their 
old age. We hope that you will continue to be farsighted when it 
comes to improving and extending this worthy program. 

For the record, in behalf of farm families in the United States, 
we want to commend the national and field staff of the Social Security 
Administration for their efforts in explaining to farm families appli- 
cation of the OASI program and the long hours they have worked 
in bringing eligible members of farm families under the program. 

A most important aspect of their work has been in telling the story 
of the program. Included in this effort, also, have been teachers of 
vocational agriculture and county agricultural agents, who have 
worked in large part through local units of all three of the general 
farm organizations. 


IMPROVE AND EXPAND OASI BENEFITS 


There are so many bills before the committee which improve the 
OASI program that we have not had time to analyze all of them. 
Therefore, we shall forego supporting any specific bills, giving atten- 
tion instead to the various proposals which we support. Al of these 
proposals we believe to be in bills introduced either in the Senate or 
the House of Representatives. 


1. SURGICAL AND HOSPITALIZATION BENEFITS 


We urge that, under the insurance principle, the Social Security 
Act be amended so as to provide recipients of OASI benefits, includ- 
ing the disabled, with hospitalization and surgical benefits. The costs 
of such services are such that our aged and disabled living on OASI 
benefits are unable to pay for such health services. 

According to a publication of the Labor Department, Medical Care, 
by Elizabeth A. Langford, the cost of medical care was 85 percent 
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higher in December 1956 than 20 years earlier, with two-thirds of the 
rise having occurred in the last 10 years. 

Over the 20-year period ending in December 1956, hospital room 
rates have increased 265 percent. Moreover, the expenditure per 
family for medical care has increased. According to the Labor De- 
partment publication referred to above, after adjustment for price 
increases, the expenditure per family for nadie! care in 1950 was 
se 21% times as much as in 1934-36, even though family size was 
smaller. 

This amendment to the Social Security Act is essential if we are to 
provide necessary health services to our aged and disabled. Having 
made important medical advances through research, we must provide 
for their practical use in ministering to those who need them the most. 


2. PENALTY ON EARNINGS 


We believe that the present limit on earnings for recipients of 
OASI should be lifted from $1,200 to $1,800 before any penalty on 
OASI benefits is inflicted and urge the committee to approve such an 
amendment. 

3. INCREASE OASI BENEFITS 


We recommend an increase in OASI benefits for all persons cov- 
ered, with the largest percentage increases in the smallest payments. 
As a minimum, we urge increases as follows: 

Smallest payment, now $30 increase to $35. 

Largest payment (single person) now $108.50 increase to $121. 

Largest payment (married couple) now $162.75, increase to $181.05. 

We believe that the attention of the committee first should be to 
increasing payments currently existing under the program, but we 
also believe that when this is accomplished, we should increase the 
wage base from its present level of $4,200 annually to $7,000 annually. 


4. FULL OASI BENEFITS FOR WOMEN AT AGE 62 


Women now must take reduced benefits if they apply at age 62. We 
urge that the committee approve an amendment making possible full 
benefits at that age. 


5. COMPUTING OASI BENEFITS FOR FARMERS 


Under the Social Security Act, as amended, farmers are permitted 
to exclude 5 years of lowest earnings. However, with coverage be- 
ginning January 1, 1955, a farmer retiring this year, for example, 
has only 3 years of earnings on which to compute his OASI benefits. 
The Social Security Administration has permitted dropping 1 of the 
3 years, the lowest, and has computed OASI benefits on the remaining 
2 years. As farmers become covered for periods in excess of 5 years, 
this provision of present law will operate satisfactorily. 

But farmers retiring after 3 years of coverage, and prior to the time 
when the present provision of law will apply fairly, will continue 
to be penalized in computing OASI benefits. 

To correct the inequity, we urge that the committee approve an 
amendment to give farmers the same basis for calculating OAST bene- 
fits as others covered. Specifically, we urge that you provide that 
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farmers be forgiven their 5 years of lowest earnings, allowing them 
to goas far back as 1950 in establishing their base for computing OASI 
benefits. 

Farmers’ total net income has dropped from $16 billion in 1951 
to $12.1 billion in 1957, or 25 percent. Per family incomes, in 1957 
dollars, has dropped from $3,097 to $2,490 over the same period, a 
reduction of 20 percent. 

These figures indicate the extent to which farmers are penalized 
in computing OAST benefits. We urge that you take action to cor- 
rect. the inequity that continues to arise out of using as a base, years 
in which farmers had sharply lower incomes due in large part to 
the Eisenhower-Benson sliding scale. 


6. REMOVE AGE LIMITATION ON DISABILITY BENEFITS 


We do not believe that there should be any age limit on disability 
benefits provided for eligible persons under the insurance prince iple 
of the OASI program. We believe, in this connection, that provisions 
of existing law covering benefits to dependents of disabled persons 
should be amended to provide that benefits be based on number of 
dependents and that such additional benefits be paid at the time of 
disability of the head of the family. 

In keeping with our support of maintaining the old-age and sur- 
vivors insurance program on an actuarially sound basis, we support 
increases in individual and employer payments commensurate with the 
expansion of benefits. 


7. EXTEND TO ADDITIONAL FARM LABORERS 


Mr. Chairman, there are still about a million farm laborers who 
are excluded entirely from the OASI program. 

Many of these farm laborers are children of farm families who, dur- 
ing slack periods on their own farms, work for neighboring farms. 
Under the 1956 amendment they cannot earn social sec urity credit ; 
moreover, a large segment of domestic migratory labor cannot qualify 
under the 1956 amendment. 

The National Farmers Union continues to urge that United States 
farmworkers be covered if they earn as much as $50 in a quarter from 
one employer. 

The ultimate solution of economic problems of farm families and 
in providing a secure old age is the achievement of an income that 
will allow them to participate fully in the OASI program and shall, 
in addition, permit adequate priv ate savings and investment. 

The decline in farm income in recent years has been reflected, for 

xample, in farmers’ purchases of insurance. Farm people consti- 
tuted 13.8 percent of the population in 1955, but then purchased only 
2 percent of the life insurance policies sold. 

While in the United States as a whole some 70 percent of the citi- 
zenry is covered by life insurance, only about 50 percent of the farm 
population is covered. 

In Iowa, a recent survey showed that 25 percent of the farm families 
queried possessed no life insurance and 22.5 percent were covered by 
less than $2,000. 

Until farm income permits an expenditure of $250 or more per year 
for life insurance providing endowment at maturity and covering 
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the working years of the family concerned, there is no hope of any 
appreciable contribution nah solving the problem of security past 
retirement age by family effort alone. 

Thus the need for adequate OASI benefits is of great urgency for 
farm families. The survivor benefits provided in the event of the 
death of the family bread winner are an important part of the OASI 
program, especially for young farmers. 

The average age of farm operators in the United States is 49.6 as 
of a 1954 report of the census bureau. It has increased rapidly in 
recent years, and as a result, the need of farm people for an improved 
and expanded OASI program has become more and more compelling. 

Farmers retiring under the OASI program are finding it ifficult 
to live on the benefits derived from this program. In many instances 
private savings, if any, have been exhausted in educating children 
and in getting through recent lean years since 1951, when, as we have 
indicated, farm income dropped one-fourth. 

There continues to be the problem, also, of the increasing cost of 
living without commensurate increases in the OASI benefits. We 
urge that the committee request appropriate agencies to study this 
situation and make recommendations for the solution of the problem. 

It is becoming increasingly clear that there is a need for legislation 
to provide for automatic changes i in OASI benefits and tax rates, to 
be made on up and down shifts in the cost of living. 

Such a study however should not interfere with the proposals we 
have made for improving and expanding the OASI program which 
you are already considering as a result of the many bills before the 
Committee. 

UNEMPLOYMENT 


Farmers Union strongly supports establishment of Federal pro- 
grams to help develop solutions to unemployment in cities and urban 
areas, 

Just as is the case with farm families, the OASI program does not 
help those in cities who cannot make the best use of it. 

Broadening the economic opportunities of citizens in chronically 
depressed urban industrial and mining areas must come before the 
fullest benefits of the OASI program can be realized. 

We commend the committee for their action in reporting out a 
good unemployment. compensation bill. We regret action on the 
House floor which weakened the committee bill. Farmers Union 
believes that the interests of farmers and working people in cities are 
closely interrelated and we support legislation to maintain fully ade- 
quate purchasing power among wor kers duri ing periods of unemploy- 
nent. 

TITLES I, IV, V, X, AND XIV OF SOCIAL SECURITY ACT 


Respecting the above titles, Farmers Union is fully in support of 
Federal partic ipation in the grant-in-aid public assistance programs 
carried on with the States. We urge additional Federal contributions 
to the States for expanding the benefits to recipients of this assist- 
ance. 
‘armers Union supports additional dollar benefits for these pro- 
grams whose beneficiaries have to little purchasing power in many in- 
stances to buy the bare necessities of life. 
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There is an immediate urgency for increasing old-age benefits. 
Moreover, we support the institution of a food stamp plan under which 
those declared eligible by appropriate State agencies and the Federal 
agency administering the program would be assured a more nutritious 
diet. 

Such legislation was recently approved by the Consumers Study 
Subcommittee of the House Agriculture Committee, chaired by 
Congressman Victor Anfuso. 

The main hindrance to such a program for recipients of public 
assistance and other needy persons continues to be the opposition of 
Secretary of Agriculture Benson. However, it is understood that the 
amendment approved by the Anfuso subcommittee will be offered on 
the House floor as an amendment to the new farm bill. 

I urge members of the committee to support this amendment in the 
interest of consumers. Farmers’ interests will not be directly affected 
by such an amendment. But in effect its enactment will permit step- 

ing up food consumption among the needy persons in the United 
States and, to the extent it does provide an additional outlet for 
farmers’ produce, farmers’ interests will be served. 

We believe also that the operation of the food stamp plan through 
existing channels of trade (processor, wholesale, and retail) will have 
a stimulating effect upon the economy in this period of recession. 

I appreciate the opportunity to appear before the committee, Mr. 
Chairman. 

The Cuarrman. Mr. Johnson, we appreciate your substituting for 
Mr. Vance. We regret that he could not be here himself. We are glad 
to welcome you and your able representation of him in the presentation 
of his statement. We thank you, sir, for coming to the committee 
and giving us the benefit of the views of the Farmers Union on this 
matter. 

Are there any question? If not, again we thank you, sir. 

Mr. JoHnson. Thank you for your courtesy. 

The Cuatrman. Our next witnesses represent the Government Em- 
ployes’ Council, and I understand Mr. Ryan, Mr. Hallbeck, Mr. 
Walters, and Mr. Lopez will represent the council. 

Are there just two of you now present ? 


STATEMENTS OF WILLIAM H. RYAN, PRESIDENT AND LEGISLA- 
TIVE REPRESENTATIVE, DISTRICT NO. 44, INTERNATIONAL 
ASSOCIATION OF MACHINISTS, AFL-CIO; AND THOMAS G. 
WALTERS, OPERATIONS DIRECTOR, GOVERNMENT EMPLOYES 
COUNCIL, WASHINGTON, D. C. 


Mr. Watters. That is right. 

The Cuarrman. All right. Will you each identify yourselves and 
tell me how you want to divide the time. 

Mr. Watters. Mr. Chairman, for the record, my name is Thomas 
G. Walters, operations director of the Government Employes 
Council. 

With your permission, I would like to just simply go on record as 
favoring the intent of H. R. 11908 and H. R. 11909. Mr. Ryan will 
read the statement that was prepared on this subject. 

The Cuarrman. Mr. Ryan, will you identify yourself ? 
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Mr. Ryan. Thank you, Mr. Chairman. 

My name is William H. Ryan. I am president and legislative rep- 
resentative of District No. 44 of the International Association of 
Machinists, AFL-CIO. 

The CuarrMANn. You are recognized, Mr. Ryan. 

Mr. Ryan. Thank you. 

District No. 44 is composed of local lodges of the International 
Association of Machinists located throughout the United States and 
insular possessions. These lodges are composed of large numbers of 
individual members who are employed by the Federal Government as 
machinists, toolmakers, skilled machine operators, welders, auto 
mechanics, office equipment repairmen, aircraft mechanics, appren- 
tices, helpers, and so forth. 

It is indeed a pleasure to publicly commend the Honorable Aime 
Forand and the Honorable Noah M. Mason for having introduced 
H. R. 11908 and H. R. 11909, bills which our organization whole- 
heartedly endorses. 

I believe it was in June 1954 that our organization had the pleasure 
of having a representative appear before this same committee, sup- 
porting the bills introduced in the 83d Congress by these same two 
gentlemen. At that time it was for the purpose of extending unem- 
ployment insurance coverage to the Federal Government employee. 

The purpose of H. R. 11908 and H. R. 11909 is quite clear. It 
would repeal section 1505 of the Social Security Act to require that, 
in determining eligibility of Federal employees for unemployment 
compensation, their accrued annual leave will be treated in accordance 
with State laws. In effect, this would do no more than establish the 
same standard for Federal Government employees relative to their 
accrued annual leave as is accorded private industry employees when 
determining their eligibility for unemployment compensation. 

In reviewing a comparison of State unemployment insurance laws, 
vacation payments made at the time of severance of the employment 
relationship rather than during a regular vacation shutdown are con- 
sidered disqualifying income in some States only if such payments are 
required under contract and are allocated to specified weeks. In 
other States such payments, made voluntarily or in accordance with 
a contract, are not considered disqualifying income. For example, 
section 8 of the regulations of the Department of Employment Security 
of the State of Maryland reads, in part, as follows: 


A. WHEN VACATION PAY IS NOT WAGES 


The payment of vacation pay at the time of a layoff or separation from 
employment, or at any time thereafter prior to reemployment by the same 
employer, shall not constitute the payment of wages with respect to eligibility 
for unemployment-insurance benefits provided : 

1. Such vacation pay was earned or accumulated to the credit of the individual 
prior to his severance from employment ; and 

2. Such vacation pay was paid at a time when the employment relationship 
is actually severed or at a time when the individual, in fact, is not employed by 
the employer paying the vacation pay. 


For all intents and purposes, when the President on September 1 
1954, signed into law an amendment to the Social Security Act of 
1935, bringing unemployment insurance protection to the Federal 
civilian employees, the equity for such coverage was sustained. There- 
fore, it now stands to reason that a revision providing equal standards 








260 SOCIAL-SECURITY LEGISLATION 


for determining eligibility should carry the same favorable sentiment. 

I respectfully request this committee render a favorable report and 
support passage of this amendment. 

I wish once more to express my appreciation for this opportunity 
to present the views of District No. 44, International Association of 
Machinists, on this most important subject. 

The Cuarrman. Mr. Walters and Mr. Ryan, do you have any addi- 
tional material that you desire to include in the record ? 

Mr. Watters. Mr. Chairman, I would like the record to show that 
the officers and the committee having this subject in the Government 
Employees’ Council have read the statement prepared by Mr. Ryan, 
and we endorse the contents therein. And, in order to save the com- 
mittee’s time and to expedite the hearings, we are just filing and 
supporting this one statement. 

Thank you. 

The Cuarrman. You want it in the record ? 

Mr. Watters. The statement? 

The CHatrMan. Yes. 

Mr. Watters. Yes, sir. 

The Cuarrman. Without objection, that statement will appear in 
the record, and we thank you, Mr. Walters and Mr. Ryan, for coming 
to the committee and giving us the benefit of your views. 

Are there any questions ? 

Mr. Mason. 

Mr. Mason. I have a question. 

What is this Government Employees’ Council? Of what is it 
made up? 

Mr. Watrers. It is made up, Mr. Mason, of 23 member unions 
whose membership in whole or in part are Federal and postal em- 
ployees. Some of the organizations that are members of the coun- 
cil are the National Association of Letter Carriers, the National 
Federation of Post Office Clerks, the American Federation of Gov- 
ernment Employees, District 44 of the International Association of 
Machinists, the IBEW, printing trades, and other groups similar. 

Mr. Mason. That is enough. Thank you. I have a bird’s-eye pic- 
ture of it now. 

The CHarrman. Mr. Forand. 

Mr. Foranp. I think it is well for the record to show that Mr. 
Mason and I introduced these bills at the request of the council when 
it was called to our attention that there was discrimination between 
Federal workers who were being laid off in the District and in adjoin- 
ing States where, in one area, the vacation pay or accumulated leave, 
or whatever it was, was not held in the way of benefits being paid to 
these people at the time they were laid off, whereas in other areas the 
benefits were not payable until the credited time to them had been 
exhausted. 

I think it is unfair. We ought to put these Federal workers on 
the same level as the workers in private industry. 

Mr. Watters. Thank you, Mr. Forand. 

The Cuairman. Thank you, gentlemen. 

Mr. Watters. Thank you, Mr. Chairman. 
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(The following statements were filed with the committee :) 


STATEMENT OF GorDON E. BREWER, CIVIL SERVICE COUNSEL, AMERICAN FEDERATION 
OF STATE, COUNTY, AND MUNICIPAL EMPLOYEES 


STATEMENT CONCERNING GREATER FLEXIBILITY OF COVERAGE FOR ALL STATE AND 
LOCAL EMPLOYEES UNDER THE SOCIAL SECURITY ACT 


The Federation of State, County, and Municipal Employees, which represents 
185,000 government employees in the United States, requests the consideration 
of the Committee on Ways and Means of greater flexibility of coverage under 
the Social Security Act for public employees. 


DIVISION VOTE FOR PUBLIC EMPLOYEES OF ALL STATES UNDER THE SOCIAL SECURITY ACT 


It is our proposal that wide coverage could be achieved by extending to all 
the States the authorzation by which, under amendments to the Federal act, 
certain specific States are permitted to divide a retirement system into two 
parts in order to obtain social-security coverage for only those members of 
the system who desire such coverage. 

The extension of the division vote provision of title II of the Social Security 
Act will greatly facilitate the achievement of social-security coverage for public 
employees in all States and enable them to have such coverage on as favorable 
a basis as State and local employees now have in some States. 

The George amendment, passed in 1956 as part of Public Law 880, was the 
first such amendment to extend permission to States to divide their retirement 
systems. These States included Florida, Georgia, New York, North Dakota, 
Pennsylvania, Tennessee, Washington, Wisconsin, and the Territory of Hawaii. 

In 1957 Congress amended this provision, now incorporated in the Social Secu- 
rity Act as section 218 (d) (6), by Public Law 227 to permit California, Con- 
necticut, Rhode Island, and Minnesota to divide such retirement systems. Con- 
gress also in 1957, by Public Law 226, extended permission to any instrumentality 
of two or more States to divide retirement systems involved for purposes of 
coverage. 

The House of Representatives passed an amendment, H. R. 11346, on March 28, 
1958, to include Massachusetts among these aforementioned States. This act is 
now before the Senate Finance Committee. 

These amendments were made in view of the objective of making available 
to all persons on an equal basis the benefits of the Social Security Act. The 
public employees of the United States desire that they may be given the demo- 
cratic privilege accorded to employees in certain States of accepting or rejecting 
social security on an individual basis. 


STATUTORY STARTING DATE FOR PUBLIC EMPLOYEES 


The date for retroactive coverage for public employees has been extended over 
and over again by Congress. We propose that there should be some reasonable 
solution so as to permit some degree of flexibility of the law for the benefit 
of those who may want social-security coverage. 

We ask the committee to consider further the possibility of amending the act 
so that a starting date for groups of employees would be the employees’ actual 
starting date. Such an amendment would make it unnecessary to continue to 
reestablish a date from which public employees can have their coverage “thrown 
back” in order to avoid a reduction in their average salary by which their retire- 
ment benefits are calculated. 

We further submit our approval, for the purpose of achieving greater flexi- 
bility of coverage under the Social Security Act, of H. R. 11935, now before the 
committee, which provides that a State or Territory may provide (by a further 
modification of the agreement, agreed to on or before December 31, 1959) that 
any service performed by an individual in a position in the division or part 
composed of members who do not desire coverage under the agreement may be 
transferred to the division or part composed of members who desire such cover- 
age if such individual files with the State agency administering the agreement, 
before the date on which such further modification is agreed to, a written request 
for such transfer. 
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Finally we wish to express our approval of H. R. 8601, now before the cam- 
mittee, which would amend title II of the Social Security Act to permit em- 
ployees of certain nonprofit organizations, who are members of public retire- 
ment systems, to be included under State agreements as State or local em- 
ployees for purposes of social-security coverage. 

In anticipation of further amendments to the Social Security Act now being 
considered, the federation wishes also to express its approval of and desire for 
provisions for more flexible coverage under old-age, survivors, and disability 
insurance of employees of certain tax-exempt organizations, such as libraries, 
etc., covered by the act. 


STATEMENT BY MARION WILLIAMSON, DrREcToR, EMPLOYMENT SECURITY AGENCY, 
GEORGIA DEPARTMENT OF LABOR 


Mr. Chairman, my name is Marion Williamson. I am now and have been 
director of the Employment Security Agency, Georgia Department of Labor since 
1944. I am a past president of the Interstate Conference of Employment Se- 
curity Agencies, but I am here as a representative of the Georgia Employment 
Security Agency and of our employers and workers interested in the preservation 
and further development of a sound Federal-State employment security program 
based upon insurance principles. I wish to thank the committee for the oppor- 
tunity to bring to your attention ideas and opinions gained from extensive dis- 
cussion with outstanding representatives of employers, workers, and the general 
public, and from day-to-day observation of the program in action. 

Back in 1944 during one of the perennial debates over Federal versus State 
control, Senator Vandenberg said: “* * * when we are asked to start this proc- 
ess by scrapping the standards of a successful, time-tried State system of unem- 
ployment insurance, substituting Washington as the centralized core of the new 
system, and imposing Washington’s judgments upon the judgments of the States, 
I cannot escape the conclusion that we move diametrically away from prudence 
and wisdom and experience and simplicity, and that we create more problems 
than we solve.” 

Now, after 14 more years of successful operation—years which have seen 
gradual but continued improvement of the Federal-State system—there are still 
those seeking control of the program who profess to see weakness instead of 
flexibility in this system and would urge upon you the desirability of imposing 
uniform and crippling Federal standards based upon their ideas of what is desir- 
able instead of permitting the States to decide how much and how long unem- 
ployed workers are to be paid. 

There is, it seems to me, far too much inclination on the part of some Federal 
officials to view the unemployed workers as statistical units instead of as human 
beings with vastly different problems. Mary Smith, housewife, who picks up a 
little extra money by working in a canning plant during the season and then re- 
sumes her regular duties as housewife, is not faced with the same problems as 
John Brown who, after a long period of regular employment in an industrial 
plant, loses his job. Neither is the largely agricultural State with a scattering 
of plants producing nondurable goods faced with the same problems as the 
heavily industrialized State whose economy can be largely disrupted by unem- 
ployment in a single industry. 

I do not think that anyone seriously believes that a strictly Federal program, 
under the direction of a few officals not subject to the restraints imposed upon 
and guidance given State administrators by employers and workers with whom 
thev have daily contact, would better meet the varying needs of the various 
States. 

Despite continuing Federal use of the budget as a tool with which to control 
operations, the States still have a little room for experimentation. They are 
constantly seeking ways and means of improving their job insurance programs 
and will, I am sure, continue to do so if not placed in a straitjacket by Federal 
restrictions. Naturally, some mistakes are made but they do not have the na- 
tionwide effect that similar mistakes made by Federal officials would have under 
a uniform system. 

The principal criticisms of State systems seem to be that they do not pay the 
unemployed enough to enable them to live as usual during periods of temporary 
unemployment and do not pay them long enough when they remain unemployed 
for the greater part of the year. I do not think that anyone seriously believes 
that our present system, designed to partially alleviate the suffering caused by 
temporary unemployment, could or should be expected to meet the problems 
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caused by long-run mass unemployment. Neither do I think that anyone seri- 
ously believes that unemployment pay should be made so attractive as to remove 
the incentive to work. 

Neither do I think that anyone seriously believes that such things as the 
weekly benefit amount, the duration of benefits, the grounds for disqualification 
and the length of disqualification periods can best be determined by Federal 
officials whose information is necessarily gained from statistical reports rather 
than by State legislative bodies whose members have day to day contact with 
the workers and employers affected by such determinations. 

There are, however, some improvements in the program which, it seems to me, 
can best be brought about by changes in Federal legislation. The extension 
of coverage to employers of 1 or more than 20 weeks might most readily be 
accomplished by amending the Federal law. 

The State employment security administrators have recommended such action 
on several occasions and at their annual meeting last year passed a resolution 
stating: “That it is the sense of the Interstate Conference of Employment Se- 
curity Agencies that coverage should be extended to employers of one or more, 
by State or Federal-State action.” Phe coverage of this group by Federal action 
instead of by State legislation would help partially to meet the expense of the 
cost of the administration of this additional coverage. 

Another matter to which I wish to call your attention is H. R. 11630, intro- 
duced by the chairman of this committee. This bill would amend title XV of 
the Social Security Act to extend job insurance coverage to ex-servicemen. 
These ex-servicemen being returned to the civilian labor market are entitled to 
and should have coverage under the job insurance program such as has been 
provided for Federal civilian employees. This principle has been endorsed 
by State and Federal administrators of the employment security program as 
well as the various congressionally chartered veterans organizations. 

For a number of years Georgia and other States have sustained substantial 
losses in contributions uncollectible because of out-of-State contractors perform- 
ing services on Federal jobs and leaving the State without payment of the job 
insurance tax due. The passage of H. R. 8808—a bi!l to require contracts for 
the construction, alteration, or repair of public buildings and public works of 
the United States to be accompanied by bonds to assure the payment of con- 
tractor obligations to States arising from the performance of such contracts— 
would be of considerable aid to the States in securing the payment of the job- 
insurance tax due in such cases. 

There is also urgent need for legislation providing for judicial review of ad- 
ministrative findings of the Secretary of Labor. Neither title III of the Social 
Security Act nor the Federal Unemployment Tax Act contains provisions for any 
check, by way of judicial review, upon the correctness or soundness of findings 
of the Secretary of Labor, under which findings’a State may become ineligible 
for administrative grants, taxpayers may become ineligible for tax credits, and 
workers may be deprived of benefits. 

Where the rights of a State and decisions of its most august appellate body 
may be impaired unless the adverse findings of an individual are reviewed, it 
seems unquestionable that such State, its workers and taxpayers are entitled to 
judicial review of the finding complained of and of the entire record upon which 
the finding was based. The Interstate Conference of Employment Security 
Agencies has passed resolutions urging the passage of such legislation. 

Federal officials have recognized the desirability of a judicial review ; however, 
their proposals thus far have advocated only a perfunctory review of the Secre- 
tary of Labor’s action which would in effect be an automatic affirmation of the 
Secretary’s determination. 

I feel very strongly that— 

1. There should be a true judicial review of the findings and decisions 
of the Secretary of Labor: 

8. Venue should lie in the home circuit court of the affected State; 

3. The reviewing court should exercise its individual judgment on all 
the facts in the record and on the merits of the case as well as upon the 
law, for only in this manner could the concept of the State and Federal 
Government as equal partners be preserved ; and 

4. In the event of an appeal by the State, the Secretary’s decision should 
be automatically stayed until 90 days after the final decision of the United 
States Supreme Court. 

The passage of an appropriate judicial review bill will do much to protect the 
interest of the States. The President, when speaking to the governors’ con- 
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ference in Williamsburg, Va., on June 24, 1957, said that “if present trends 
continue the States are sure to degenerate into powerless satellites of the Na- 
tional Government in Washington.” 

We have a good and an improving job insurance program which has ade 
quately served the purpose for which it was created. It will continue to reduce 
the privation and worry of temporarily unemployed workers but it cannot be 
expected to meet the relief needs due to long-run mass unemployment. That 
is another problem and one which can best be met by measures designed to 
provide the economic climate in which workers can take care of themselves. 

There are sovial reformers seeking to use the job insurance program to ad- 
vance unsound economic and social theories. There are also those who for 
selfish reasons would like to so overload the system with special programs for 
special groups as to impose a burden which could not be adequately financed 
by the 0.3 of 1 percent collected by the Federal Government for administrative 
costs and thus bring about the collapse of our present system which they would 
like to see replaced by a glorified Federal relief program. But I know that 
you gentlemen are well aware of these facts and I am confident that you will 
now, as you have in the past, take appropriate steps to strengthen, rather than 
to destroy, the Federal-State system. 


The CuarrMaANn, Our next witnesses are in support of the Town- 
send plan for national insurance; Mr. Townsend, Dr. Townsend, Mr. 
Elliott, and Mrs. Ford. Will all of you please come forward. 


STATEMENTS OF ROBERT C. TOWNSEND, TREASURER; DR. FRANCIS 
E. TOWNSEND, PRESIDENT; JOHN D. ELLIOTT, ECONOMIC CON- 
SULTANT; AND MRS. J. A. FORD, LEGISLATIVE DIRECTOR, TOWN- 
SEND PLAN FOR NATIONAL INSURANCE 


Mr. Townsenp. I would like, if the committee permits, Dr. Town- 
send to lead off. 

The Cuarrman. All right. 

Dr. Townsend, we quite well recall your previous appearances be- 
fore the committee, but, for the purpose of this record, will you 
identify ourself and those who are with you at the table? 

Dr. Townsenv. Thank you, sir. 

I am the president and founder of the Townsend plan, so-called, 

The CuatrmMan. You are Dr. Francis E. Townsend, and we know 
you quite well. Will you identify those who are with you at the 
table ? 

Dr Townsenp. This is Mrs. Ford of our chief section. This is my 
son Robert, treasurer of the organization and general manager. And 
this gentleman is our statistician, Mr. John Elliott. 

The CuHatrMan. You are recognized, Dr. Townsend. 

If you care to, you may have a seat or you may stand. 

Dr. Townsenp. Thank you, sir. 

Mr. Chairman and members of the committee, appearing before 
a congressional committee has not been, in my experience thus far, 
the most satisfactory experience in my life, but I trust that this will 
be a rewarding one. 

As you are all aware, my appearance before you is to plead the 
cause of a class of citizens who are being sadly neglected. The fact 
that it has become necessary to appeal for justice for any group of 
Americans here in the stronghold of freedom is an indictment that 
should startle every citizen in the land. 

I often wonder what would have been the attitude of our fore- 
fathers who established the Government of, for and by the people 
if they had known that their posterity would become so callous as 
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to look with complacency upon a great segment of the population 
being forced to live in want in the midst of superabundance. These 
fovapinics of ours fled from injustices in their homeland. What would 
have been their reaction if they had even dreamed that in a few 
generations the same bitter experience from which they had fled would 
be the lot of their progeny ¢ 

Gentlemen, if there is one class of citizens in all the world that 
should be given reverent consideration it is the class of the old in 
whose cause we appear before you today. They are the ones who 
have given us the new, rich world in which we live today. To deny 
them a fair reward for the priceless service they have rendered is 
to exhibit a heartless indifference that should bring a blush of shame 
to anyone using the name “American.” 

But, gentlemen, we are not here today solely to plead the cause 
of justice for the senior citizens, great and pressing as that cause is. 
It alone might not excite the attention of our country. Poverty and 
neglect have been so commonplace throughout the world for so long 
that it has become a familiar pattern of society and no longer causes 
sleepless nights. 

Another and an entirely unfamiliar thing in the experience of 
Americans has thrust itself upon us to mingle with our consciousness 
of neglect toward our senior citizens. Today there is a definite sen- 
sation of fear throughout our entire country that there is a world 
malady spreading rapidly throughout all humanity that must be 
dealt with if a world calamity is to be averted. 

I refer to poverty. It is a well-known fact that two-thirds of all 
the people of the world are existing today in a state bordering on 
starvation, and the fear is spreading that this pestilence may be 
already so deeply rooted in our own country that it will soon become 
as familiar as elsewhere throughout the world. 

Poverty has been the curse of humanity since the very dawn of 
civilization. It has fostered ignorance, crime, and disease for so long 
that many of us have come to look upon it as a visitation of Provi- 
dence for which there is no cure, and that it is useless for us to seek 
one. But this attitude of hopelessness contains within it the seeds of 
fear. It has become known throughout the great masses of poverty- 
ridden poor that the creation of national and individual wealth has 
become a simple thing, and that abundance of everything needed 
to make life comfortable and worthwhile could be enjoyed by all the 
peoples of the world if a just and sensible system of distribution 
were in operation. 

These hungry hordes of people are becoming clamorous: for a 
change, and they compose such a huge percentage of the world’s pop- 
ulation that their power to overrun the world and convert it into a 
shambles only lacks leadership to start them off on the greatest cru- 
sade of vengeance and lawlessness the world has ever dreamed of. 

This leadership is already being prepared in such an appealing 
way that it will be irresistible to the poverty-stricken masses. Lead- 
ership is already in training to offer the world with all its wealth to 
those who have the courage to arise and take it. The banner of com- 
munism is being raised in every country where poverty is rife. Mil- 
lions of the destitute in all of the older nations of the world are in- 
fatuated with the promise of a dividing-up system for society that 
will immediately end their suffering. 
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It is no trouble to gain adherence to this doctrine among the pov- 
erty stricken. They can be easily made to believe that anything i in 
the form of change will be for their betterment, and they are ready 
to follow their new leaders. Countless numbers of these forgotten 
ones are to be seen wherever one looks; in China, India, Egypt, 
Africa, and parts of Europe hatred of their mode of life and env y of 
those who are more fortunate is such that a spark of hope is all that 
is needed to fire them into violence. This the Communist leaders are 
planning to supply 

If the free-enterprise, liberty-loving people of the earth do not 
act quickly to stem this growing menace, then surely history will 
repeat itself and our Nation will go the way that hundreds of others 
have gone. Loyalty to government will never withstand long an ad- 
mixture of poverty. 

Gentlemen,-those-of us who-favor,the legislation embodied in H. R. 
7086, the bill now under consideration, believe that it is the most im- 
portant piece of proposed legislation ever presented to this or any 
other lawmaking body. It proposes a definite cure for poverty here 
in the United States of America, and is especially important in that 
it will set a pattern for less fortunate countries than ours to follow. 

This bill proposes that our Government shall establish and main- 
tain a universal insurance system, covering all citizens, as an amend- 
ment to the present social security laws; that it shall be financed by 
a gross income tax collected monthly by the Government on all sales 
of goods and services, and the net proceeds of the tax to be appor- 
tioned and paid in equal amounts monthly to all those members of 
society who are afflicted in ways that incapacitate them for earning a 
living, such as the old above age 60, the chronically sick, permanently 
crippled, the blind, the deaf, and all widows with minor children to 
support. Verified statistics inform us that there are over 20 millions 
of citizens in these categories, and that they are to be found in about 
the same proportions in all sections of the country. 

It can be readily seen that this system of insurance would cost the 
Nation nothing since: the money: w ‘ould be collected 1 month and all 
of it disbursed the following month. Instead of being a cost to Gov- 
ernment, this insurance money would pass through the hands of the 
afflicted for the necessities of life, and would become a stimulus to 
business activity generally and the recipients converted into good 
customers instead of semipaupers as they now are. 

We believe that ignorance, crime, and disease would be greatly les- 
sened if this insurance were in effect t, and we also believe that loyalty 
to our Government would be greatly improved if all of the young peo- 
ple were aware that they could buy their retirement annuities as they 
go through their lives by paying a small tax on whatever they sell ip 
the form of goods and services. 

This bill should appeal to all classes of our society since it provides 
justice for all. The bill demands that those workers who draw wages 
and smal] salaries shall be exempted from the tax on the first $250 of 
their earnings, this because of the fact that the jobholder has but one 
thing to sell—his services—while the rest of us have all of the other 
my riad things to sell and profit by. 

‘We know from contact with organized labor that the unions are 
coming to look upon our proposed legislation with great favor, as do 
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the unorganized workers, and we are convinced that once the United 
States can truthfully assert that poverty has been permanently out- 
lawed in the United States of America, other nations will speedily 
demand freedom from the great curse of poverty. And how willingly 
we would advise them of the means by which we had freed ourselves. 

We could not only convince them that mechanization enabled us 
to turn out wealth in all its forms in superabundance, but we could 
furnish them with the machinery necessary, and instruct them in its 
use, and, in the process, we would be setting an example of what it 
actually means to live under a government of the people, for the peo- 
ple and by the people. 

For 25 years, gentlemen, the provisions of this bill have been avail- 
able to our lawmakers, in all of its essentials if not in the exact form 
now presented. Those of us who have dedicated our lives to the task 
of seeing that it becomes an important part of the legal structure of 
our Government will never desist from our efforts until we see the task 
accomplished. We believe that we have undertaken the most import- 
ant task ever engaged in by any group of human beings. We believe 
that no greater nor important thing could be devised by society for 
the promotion of brotherhood and good will and peace than is con- 
tained in this proposed legislation. 

We want here to give sincere thanks to the Members of this Con- 
gress who have helped us in the wording of the bill and also have 
helped in making the public in general acquainted with its provisions. 

Thank you. 

The Cuatrman. Thank you, Dr. Townsend. 

Mr. Townsenp. I am Robert C. Townsend, the treasurer of the 
Townsend organization. 

The Cuarrman. You are recognized, Mr. Townsend. 

Mr. Townsenp. Thank you. 

Mr. Chairman and members of the committee, the organization and 
the people I represent urge upon this committee approval and favor- 
able action on H. R. 7086, sponsored by Congressman Blatnik, of 
Minnesota, and supported by some 100 of his and your colleagues in 
the 85th Congress. 

H. R. 7086 is offered as an amendment to the social security law. I 
am sure we all are agreed that social security is badly in need of revi- 
sion. Evidence of this sentiment is the more than 400 social security 
bills introduced in the present Congress, the fact that your committee 
has chosen to hold open any public hearings this year, and the consid- 
erable number of people who have asked to be heard. 

You will find, gentlemen, that our organization holds a more fun- 
damental view than some of the others who already have appeared this 
week and those who will appear later. We are not interested in 
patchwork revision or minor amendment. It is our earnest conviction 
that the present law needs drastic surgery if it is going to play a vital 
and satisfactory role in the years ahead. 

And it must play a vital role. I believe it is fair to say that social 
security is the No. 1 domestic issue facing the Congress. Some may 
rank the recession first, but recession and social security are in reality 
part and parcel of the same issue, and if we are able to construct a 
realistic social security system we will have solved a very large part of 
our economic problems. 
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We submit that the present social security program is bad legisla- 
tion on these eight counts: 

1. Although the program is entering its third decade, benefits are 
woefully inadequate. The average primary OASI benefit of $73.04 a 
month and the average old-age assistance payment of $61.09, a month, 
as of January 1958, are absurd in the light of today’s living costs. 

Perhaps the matter would be less serious if social security benefits 
were merely supplementary to other income. The hard truth, how- 
ever, is that social security is the major source of support for most aged 
Americans, including those who are retired on private industrial pen- 
sions linked to the OASI system, and in millions of cases social security 
represents sole income. 

The American people could perhaps tolerate these unwholesome con- 
ditions if the social security system were relieving them, even though 
slowly. The facts are that they are not. 

Our elderly population is increasing over three times as rapidly as 
the rest of our adult population. Yet the income share of the group 
remains static. In 1947 the share of money income by persons 65 and 
over was 7 percent, and in 1956, almost 10 years later, it was still only 
7.6 percent. Since the whole group received the same total share of 
income, the economic position of the average member of the group has 
actually declined. 

Thus there are two fundamental shortcomings in the social security 
system. No. 1 is the low level of benefits it provides. We believe 
they should be at least twice as high as they are today. The bill we 
propose would provide monthly benefits of approximately $140. 

And No. 2 is its inability to even keep abreast of the problems it was 
designed to solve, let alone solve them. 

2. The disability clause is totally inadequate. It is all very well to 
protect youngsters until they are 18 and older, and older people after 
the age of 50. But what of the hundreds of thousands who become 
injured between ages 18 and 50? It is precisely within this age range 
that the great majority of industrial accidents, for example, are likely 
to occur. 

A sound system should provide disability insurance for people re- 
gardless of the age at which disability occurs. 

3. On at least one score the present program is downright im- 
moral. It rejects nearly 2,500,000 old people who never have been 
absorbed by the OASI program, and consigns them to humiliating 
roles as recipients of classic charity. 

Charity, whether public or private, can be tolerated only when it is 
clear that it is a necessary evil. But here in America it is not neces- 
sary. It is within the power of this Congress to create a system of 
insurance which would cover all Americans as a matter of right. 

There is no place in America for such distasteful devices as lien 
laws, responsible relatives clauses, the means test and the pauper’s 
oath. There is no reason why they should be tolerated. They would 
be totally unnecessary under the program we advocate in H. R. 7086. 

4. The social security program is unnecessarily rigid. Just a few 
years ago the Department of Health, Education, and Welfare pre- 
pared a report for the Congress indicating that in order to pay a 
minimum benefit of only $75 a month to all those then on OAST 
would necessitate a payroll tax rate of 914 percent. If those on 
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OAA had been included, the rate would have jumped to at least 10% 
percent. It is clear the American wage earner is not prepared to 
shoulder a burden of such staggering weight. 

The Department therefore recommended that the Congress refrain 
from eatablishing such a $75 minimum. It had no alternative, for 
within the framework of the program as it exists substantial benefit 
increases are out of the question. 

We propose an amendment which would make the program truly 
responsive to the facts of economic life. 

5. This same rigidity makes it impossible for social security pay- 
ments to bear a realistic relationship to the actual needs of the aged. 
In this respect the present system contains the same shortcomings ap- 
parent in private annuity insurance. The regular 10- or 20-year de- 
valuation of the dollar renders the future policy worth much less than 
the purchasing poet expected at the time the insurance was bought. 

It might make sense for Congress to pass a social security act 
which would pay nee, say $150.a month today. It makes little 
sense to pass a law which wou d provide $150 10 years from now be- 
cause we have no way of knowing what a dollar will be worth in 1968. 

Static benefits are thus unwise. We believe it would be far better 
to create a system having as its basis flexible benefits, rising as prices 
and needs rise. 

After all, there is no security in money as such. The only real se- 
curity lies in the purchasing power of money. I urge you, there- 
fore, to think in terms not of set benefits but of adequate purchasing 

ower. 
6. The present program is wrongly financed. Just prior to these 
hearings the Social Security Administration issued a press release 
reporting that over the next 5 years the system will pay out more in 
benefits than it receives in tax revenues and interest. The trust fund, 
which now stands at some $22.6 billion, will be depleted to between 
$19 billion and $20 billion by the year 1962. 

This same report contained some rather whimsical arithmetic. It 
said, for example, that during the fiscal year ended last June 30 a total 
of $6.5 billion was paid out in benefits. This was matched by the 
receipt of $6.5 billion from taxes on payrolls. Administrative costs 
were $150 million. But the system also received $561 million in 
interest. 

The implication, which we are asked to accept, is that last year the 
system not only was solvent, but earned a tidy $411 million in the 
form of profit. 

Yet that $561 million in interest could only come from one source— 
taxes. These taxes in large measure were paid by the people covered 
by social security. A more realistic appraisal of the OASI’s financial 
picture in the past fiscal year would show $561 million in interest costs 
plus $150 million in administrative costs for a total cost to the tax- 
payers of $711 million. 

Unlike some others, we are not alarmists in our organization. We 
don’t suggest for a moment that social security is going broke, or that 
it ever will repudiate an obligation. But we do suggest that social 
security is getting mighty expensive. 

It is an unnecessary cost in many respects. It easily could be 
avoided by converting social security to a pay-as-we-go basis, thus 
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Snvinating the need for borrowing and the consequent interest 
charges. 

_ Our program, H. R. 7086, would establish true pay-as-we-go social 
insurance, 

7. Social security is discriminatory. It excludes 1 out of 10 Ameri- 
cans. By adhering to the wage-credit system it pays the highest bene- 
fits to the relatively well-to-do and the lowest to those whose earnings 
have been low. In other words, it gives the most to those who presum- 
ably need the least help in their old age, and it doles out pittances to 
those whose need is the greatest. 

This discrepancy will be further widened in the event Congress in- 
creases the wage base to $6,000, as has been suggested. Since the vast 
majority of people earn less than $6,000 a year, it follows that the vast 
majority would be excluded from maximum social security benefits. 

We feel that social security ought to be treated as an inalienable 
right just as today we regard education through high school at public 
expense as a right of every child. This goal would be achieved under 
the terms of H. R. 7086. 

8. The recession has made it clear that 65 is an unrealistic retirement 
age. We do not pretend to know what age would be entirely fair, but 
certainly 60 would seem more like it. Men and women laid off in their 
early 60’s have virtually no prospect of reemployment. The bill we 
propos sets the retirement age at 60. 

yentlemen, as I said at the outset, it is our conviction that major 
social security surgery is indicated. I have suggested the chief pro- 
cedures our organization believes to be necessary. I grant you that in 
some instances they would rewrite completely the pattern of social 
security as it exists today. 

But we sincerely believe they are essential. And so do the hundreds 
of thousands of people who have banded themselves together in our 
organization. 

It is our devout hope that in this year of recession you will not 
satisfy yourselves with palliatives or local remedies, but that you 
will take the grander view and present the Nation with a social 
security program truly worthy of the name. I deeply appreciate 
the time you have given me, gentlemen, Thank you. 

If I may, I would like permission to file for the record a series of 
memos concerning our bill. 

The Cuatmrman. Without objection, they will be included in the 
record at this point. 

(The material referred to follows :) 


A Series of Memos Dealing with H. R. 7086, the Townsend Plan Pay-as-you-go 
Federal Social Security for All, Submitted by the Townsend Legislative 
Bureau, Washington, D. C. 


Memo No. 1. Wuy ARE BENEFITS UNDER H. R. 7086 VARIABLE IN AMOUNT? 


Varying prices and generally expanding standards of living dictate that no 
fixed sum of dollars can be more than a temporary answer to how much a 
retirement income should be. To have reliable value, a retirement income must 
be flexible in terms of dollars. Otherwise, the above variables in the economy 
will foredoom any plan to failure (as has been the case with the present Social 
Security Act) because of the unpredictable value of dollars. 

We have the problem of social security because most American people reach 
old age without sufficient income or resources to command living standards 
comparable to those prevailing around them—a tremendous number of them 
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having practically no income or resources at all. That is the essence of the 
problem. The Townsend plan view is that no social security system can be 
justified unless designed to solve that problem. If a system is to solve the 
problem, the value of its benefits in terms of the standards of the time must 
be reliable and stable. For the value of benefits to be stable, the dollar amounts 
must vary as prices and general living standards vary. 

In order for benefits to be equitable in the above sense, a successful system 
must be financed with revenue that is in direct and current proportion to the 
volume of business and the actual economic conditions of the country. Other- 
wise, either too much or too little money will usually be available. When too 
much, it will be unjust to the taxpayer; when too little, it will be unjust to 
the beneficiaries. 

H. R. 7086 is designed to provide benefits that are variable, month by month. 
It provides for them by means of a suporting system of taxation that is directly 
and currently geared to the actual volume of the Nation’s business as it is 
done month by month, namely the gross income (gross receipts) tax. 


Memo No. 2. Wuy Is ture Gross INCOME (Gross ReceIPts) TAx PARTICULARLY 
APPLICABLE TO THE PROBLEM OF SOCIAL SECURITY? 


Once a social security benefit standard has been adopted, there exists the 
problem of financing it at a given time and at all times and under all economic 
conditions. The necessity of benefits being variable in dollar amounts so as to 
reflect changing prices and advancing living standards has been shown in Memo 
No. 1. 

Unless a social security system is flexible enough to fit its benefits closely to 
changing economic conditions, it will not provide satisfactory benefits. To do 
this a system must be financed in such a way that the funds available will at 
all times support benefits which reflect current conditions and standards. 

Research has clearly shown a very close and constant relationship between 
the volume of business and income created thereby and the net standards of 
living. Therefore, if a given tax rate on business volume provides the desired 
amount of finances under one set of conditions, it will do so under any other. 
Changes in prices and all other economic factors will automatically reflect them- 
selves in the tax yield, providing benefits closely corresponding to the actual 
standards of the particular time. 

A most desirable feature of the gross income (gross receipts) tax for social 
security purposes is that business generally records its gross receipts or volume 
by the month. Other tax bases, net in the opposite extreme, are often not deter- 
mined until such a period of time has passed that existing conditions bear little 
relationship to those at its beginning. A social security system whose benefits 
do not reflect as closely as possible continuous economic changes will be out of 
balance more often than it is in balance. The inherent rapid changes in a free 
enterprise economy renders anything but a monthly tax on gross incomes virt- 
ually hopeless as a means of providing constantly appropriate social security 
benefits. 

This tax, the heart of the Townsend plan, makes possible the close monthly 
gearing of the plan’s benefits to existing conditions and standards—continuously 
and automatically over long periods of time. Even slight changes in economic 
conditions or values would be reflected in the revenue yield and, hence, in bene- 
fits provided. 

The economy of the United States is expanding more rapidly than at any time 
in history. The present social security program has not geared its benefits into 
this expanding economy and has become outmoded and backward. Too many 
millions of the American people have experienced the disastrous effects of such 
shortsighted planning, reaching retirement only to find the value of their dollars 
bearing no resemblance to their needs or expectations. 

Financing social security with a gross income tax will obviate this. 





Memo No. 3. Wuy Is THE NUMBER OF BENEFICIARIES UNDER H. R. 7086 So Larer? 


H. R. 7086 aims at full solution of the problems of economic security for Amer- 
icans, something which the existing system of social security neither does nor 
attempts to do. A second goal of H. R. 7086 is to provide economic stability 
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for the Nation. Taken together, these goals form a broad purpose which is 
quite beyond the relatively narrow scope of present social security, which pro- 
fesses to do no more than provide a modest degree of relief for a fraction of the 
population. 

In this light, the number of beneficiaries covered by H. R. 7086 (approximately 
19 million) cannot be considered excessive. Any program which proposes to do 
as much cannot undertake less in the way of coverage. 

To begin with, all persons aged 60 and over would be eligible for benefits. 
Offering the right to retirement at age 60—instead of 65 for men and 62 for 
women as under existing social security—would invite a sizable increase in 
beneficiaries. However, it is a realistic step, in view of prevailing prejudices 
against hiring persons middle aged or older. H. R. 7086 recognizes that dwin- 
dling income and earning capacity sets in some years earlier than 65 for many 
persons. To mean what it says, any social-security program must take this 
into account. 

H. R. 7086 recognizes another reason for retirement besides age. This is the 
premature and enforced retirement resulting from total and permanent dis- 
ability. The economic disaster is precisely as great as that experienced by 
the individual who is forced from gainful employment by increasing age. 

Equally tragic in its consequences is loss of the family breadwinner. H. R. 
7086 offers protection against the devastating drop in living standards that 
this may entail by providing full benefits for female heads of families with 
dependent children- For the children of such families, as well as for those 
of other adult beneficiaries under H. R. 7086, the bill provides appropriate bene- 
fits to help the family cope with its financial problems. 

The second goal of H. R. 7086—economic stability for the Nation—will be 
automatically achieved through fulfillment of the first; namely, economic se- 
curity for all Americans. Millions of aged and disabled persons and unsup- 
ported families, whose loss of purchasing power makes them lost customers of 
American business and industry, would be given the means to consume their 
share of our vast and expanding output of goods and services. Their presence 
in the market place would be insurance against the surplus production which, 
from time to time, now forces industrial cutbacks and unemployment. 

If the purchasing power and living standards of the aged, the disabled, and 
unsupported families were not severely depressed, there would be no need for 
social-security programs. None of them would need to live in poverty. Their 
average income and living standards would compare favorably with those of 
the rest of the population. No matter how that state of affairs might have 
come about, the important thing is that the difference between those ideal con- 
ditions and the unfortunate conditions existing dictates the design of any so- 
cial-security program that is to be fully successful. 


Memo No. 4. WHy Is H. R. 7086 Srrictry a Pay-As-You-Go System? 


It has been pointed out before in this series of memos that flexibility is 
essential in a social-security system to maintain equality of benefits in relation 
to general living standards at all times. It is equally necessary that the 
financial support of a system maintain a correspondingly close relationship to 
changing levels of the general economy. Unless these conditions are provided 
for, the financial support of a system may be unjustly large at one time and, 
at another time, fail to defray the cost of just benefits. The two, when closely 
geared together, create a pay-as-you-go relationship between revenues and 
benefits, without surpluses and without deficits. 

In hard fact, the social security we now have is partly pay as you go. The 
other part is deficit financing, a yearly addition to the already towering national 
debt through the growth of the trust fund. 

H. R. 7086 proposes full pay as you go; all that comes in through taxes to 
go out in benefits and administrative expenses. 

The late Senator Robert A. Taft took a realistic look at social security 
when he wrote in his news column, Washington Report, of November 3, 1950: 
“The truth is that the only way pensions can be paid to millions who have 
retired is out of the current earnings of those who are working. I suggest 
that we should study the idea of a basic, uniform, Federal plan frankly based 
on taxation through current Federal tax.” 

We believe the American people would agree with Senator Taft, and with 
H. R. 7086, if they fully understood how we are borrowing from Peter to pay 
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Paul under the present financing arrangement of social security and, thereby, 
are passing on current obligations to future generations of taxpayers. 

The simple, straightforward proposition contained in H. R. 7086 is that a 
certain proportion of national income be distributed among those entitled to it 
by a reason of age or disabling misfortunes beyond their control. 


Memo No. 5. Way SHoutp We Apopt H. R. 7086 INsTEAD or ContTINUING To 
LIBERALIZE THE PRESENT SYSTEM OF OLD-AGE AND Survivors INSURANCE 


H. R. 7086 is based on the simple proposition that what is good for America’s 
aged is good for America, because all our people will benefit if we provide eco- 
nomic security as their final reward in life. Existing social-security and other 
retirement systems fall far short of producing this happy outcome. 

In February 1954, the Social Security Bulletin carried an article by Jacob 
Fisher, of the Social Security Administration’s Division of Research and Sta- 
tistics, Postwar Changes in the Income Position of the Aged. This report shows: 

“The population aged 65 and over increased 17 percent from 1947 through 
1952 (while the total population aged 14 and over increased only 5 percent), but 
the elderly population’s share of total personal income increased from 7 percent 
in 1947 to only 8 percent in 1952.” 

Direct analysis of Census Bureau data shows those past 65 to have received 
7.3 percent of personal income in 1953, 7.7 percent in 1954, and 7.9 percent in 1955. 
By 1955, the over-65 population increased 31.7 percent over its 1947 number, 
while the total population aged 14 and over increased only 8.3 percent. Thus, 
the average aged person’s comparative income position went from bad in 1947 
to worse in 1955, More aged are slicing the same sized income pie, which, obvi- 
ously, means a smaller portion for each. 

This is the case, in spite of congressional action in 1950 increasing old-age 
and survivors insurance benefits by 70 percent—and additional increases in 
1952 and 1954—and in spite of the dramatic increase in private pension systems 
and the liberalization of just about every existing public and private retirement 
system, as well. 

Since World War II, OASI has not only failed to solve the social-security 
problem ; it has even failed to prevent it from getting worse. 

If OASI could be refashioned to do the job, there would be no logic in scrap- 
ping it. However, a 1955 report from the Social Security Administration itself 
points to the impossibility of attaining the desired end through the present 
machinery. This report warns that even so modest a minimum benefit as $75 
a month would require a payroll-tax rate so high as to endanger public support 
of the contributory principle upon which the present system is based. 

Unabated surpluses of production dictate that we must keep buying power 
abreast of our ever-expanding ability to produce. Unless we stop destruction 
of the average American’s buying power upon his reaching old age, we can never 
do this. This is what OASI has proven unable to do. It is exactly what H. R. 
7086 will do. 

Added to what we know the American people can do privately for their own 
retirement, the benefits of H. R. 7086 will end poverty in old age, retiring all 
persons on living stan/lards comparing reasonably to those of the adult popula- 
tion in general—thus, amplifying buying power, the only way prosperously to 
absorb surpluses. 





Memo No. 6. Witt A Gross-INcoME TAx PYRAMID PRICES? 


When a certain amount of money is to be raised by government, the taxes em- 
ployed are passed on to the consumer by business and individuals in the things 
they have to sell. In other words, every tax must ultimately be collected by busi- 
ness in the form of increased prices. All taxes, sales taxes, corporation income 
taxes, excise taxes, even the present payroll tax used for social-security purposes, 
are a part of the cost of doing business. 

The present pyramid of prices—the total gross receipts of all persons and com- 
panies—is the base on which the gross-income tax would be levied. This pyramid 
of prices already exists. The gross-income tax would not create it. The ques- 
tion of pyramiding, applied to the gross-income tax in particular, only has signifi- 
cance in terms of the degree to which it would increase prices more or less 
than other taxes. 
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The question really answers itself: If there were something about the gross- 
income tax which would cause it to pyramid prices more than any other tax, 
that very fact could mean but one thing; namely, that it would raise more money 
than initially calculated on the basis of the already existing price pyramid. This, 
in turn, would simply mean a smaller rate of tax would be needed to raise a 
definite sum of money. 

However, we do not have to depend simply on the logic of the situation. The 
tax proposed in H. R. 7086 is the same as the Indiana State gross-income tax, 
Since 1933, Indiana has enjoyed this exact type of tax. Obviously, if such a tax 
actually pyramided in any sense other than that in which all taxes do, Indiana 
could not have continued its use as its major revenue source. 

The simple truth is that the gross-income tax is based on the broadest base pos- 
sible, and, therefore, requires the smallest possible tax rate in order to raise a 
desired amount of revenue. The effect on prices is just the same as that of any 
other tax. 


Memo No. 7. THE ANSWER TO THOSE WHO Cram A Gross-INCOME TAx WovULD 
BE A DISADVANTAGE TO BUSINESS OPERATING ON CLOSE MARGINS 


There was a time when it was necessary to argue such a question in terms 
of reason and theory. This is no longer the case. The gross-income (gross- 
receipts) tax has been in operation in the State of Indiana for nearly 25 years, 

The tax proposed in. H. R. 7086 is identical with the Indiana State gross- 
income tax. In fact, apart from some technical and strictly jurisdictional ref- 
erences, the definition of “gross income” in H. R. 7086 is taken word for word 
from the Indiana State Gross-Income Tax Act. 

The gross-income tax has stood up well under the test of time in Indiana; so 
well, in fact, that in recent years Indiana has advertised in leading business pe- 
riodicals inviting new business to consider locating in Indiana. In listing busi- 
ness advantages in Indiana, the No. 1 item is the gross-income tax. Surely, 
no other tax system can boast the distinction of being proclaimed an inducement 
to business. 

Since other States—all around Indiana—have other taxes such as State in- 
come taxes, sales taxes, etc., these advertisements shout aloud that Indiana 
has had a very happy experience with the gross-income tax. 

Obviously, such a tax is not discriminatory or depressing in any way; it has 
not been putting anybody out of business. 


Memo No. 8. CAN THE HieH Cost ofr BENEFITS UNDER H. R. 7086 BE BORNE BY 
THE EcoNnoMy? 


This question “How much can the economy bear?’ is a very proper one. How- 
ever, it is shortsighted to consider the money cost of any proposition unless, at 
the same time, one is equally concerned with the use to which the money is to 
be put. 

Looking at the social security problem in terms of both the money cost and 
the use to which the money is to be put, the first point to be made is this: No 
matter how the problem is solved, publicly or privately, the money cost to the 
economy will be the same. The beneficiaries generally will be retired from pro- 
ductive occupation and they will be supported by goods and services produced 
by their contemporary workers. The only thing they will have to offer in return 
will be their money. 

Therefore, it is not a question of whether the cost of H. R. 7086 can be borne 
by the economy—it is a question of whether the economy will suffer or benefit 
by the solution of the social security problem. 

Obviously, the answer is that the economy will benefit—and bear of the money 
cost is overridden by the benefits which will result. 

People who now enjoy prosperous retirement are not considered burdensome 
to the economy—even though they are nonproductive and their main offering in 
return for support by the working population is their money. 

Why would it be economically burdensome to provide Federal retirement 
abolishing poverty for all America’s aged? It would not. In fact, these millions 
of elderly would be as welcome in every business house in the Nation as are those 
who are now prosperously retired. 
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As revealed in the preceding Memo No. 5, the present social security system 
does not and cannot solve the problem. As most Americans reach retirement age, 
their incomes and purchasing power rapidly decline, thereby undermining the 
total of purchasing power in the national economy. Coupled with the fact that 
the elderly part of our population is a growing percentage of our total population, 
their declining buying power represents a progressive failure to balance our pro- 
ductive capacity by our ability to consume. 





How Witt H. R. 7086 AccoMpLISH THE TRANSITION FrRoM OLD AGE AND 
Survivors INSURANCE TO THE NEW SystTEM It PROPOSES? 


Six months after its enactment, H. R. 7086 will become operative. As of that 
date, the payroll tax of the present system will be dropped and the gross income 
tax of H. R. 7086 will go into effect at the rate of 1 percent for 6 months. Be- 
ginning with the seventh operative month, the tax rate will increase one-quarter 
of 1 percent for each calendar quarter—until it reaches its full rate of 2 percent. 

First benefits will be paid in the seventh operative month, the revenue collected 
from the first month being paid out then—the revenue from the second month 
being paid out in the eighth—that from the third in the ninth, etc., so that 
benefits at the start will be based on a 1-percent tax rate and will advance as the 
tax rate advances. It is to be borne in mind that all money collected each month, 
except the necessary amount deducted for administrative purposes, will be paid 
out in benefits in the sixth succeeding month. 

Beneficiaries under old-age and survivors insurance will not lose a penny of 
their benefits thereunder. H. R. 7086 provides that any person entitled to a 
benefit under OASI shall continue to receive at least that amount. If, at the 
start and during the buildup period under H. R. 7086, the benefit provided by 
the new program is less than his OASI benefit, the balance will be paid to him 
out of OASI funds. Of course, as the gross income tax rate advances from 1 
to 2 percent and benefits advance accordingly, H. R. 7086 will pay benefits over 
twice as large as average OASI benefits. 

Statistics indicate that initial benefits under H. R. 7086 (at the tax rate of 1 
percent) will be around $60 per month, depending on how rapidly eligible people 
qualify themselves to be beneficiaries. Average benefits under the present 
system are considerably below that figure. 

Therefore, it is obvious that very little of the OASI trust fund will be used 
before H. R. 7086 takes over virtually the entire OASI benefit load; and after 
H. R. 7086 reaches full scale, at the 2-percent tax rate, it is difficult to imagine 
people not covered by it. 

Practically all recipients of public assistance programs will be eligible for 
benefits under H. R. 7086. Receipt of these benefits will automatically eliminate 
the need upon which their public assistance benefits are based. 

Thus, the transition will be complete, smooth, and virtually automatic. No- 
body will lose a penny of benefits to which they are entitled under the present 
system. The only difference will be that poverty among the aged, the disabled, 
and our unsupported families will be virtually abolished. We will have in oper- 
ation a social security system which really lives up to its name. 


Memo No. 10. How Witt Att AMERICA BENEFIT FROM THE OPERATION oF H. R. 
7086? 


This concluding memo sets forth the full value of the solution of the social 
security problem, which is the specific purpose of H. R. 7086. 

In addition to direct benefits to individuals, the enactment of H. R. 7086 will 
mean that no longer will the purchasing power of our people continue to be 
destroyed by the impact of old age, disabilities, or the loss by families of the 
fathers’ support. In turn, this will insure the continuous existence of a far 
higher level of purchasing power throughout the entire economy; resulting in 
a greater and more stable market for every conceivable type of production. 
Consequently, employment of every kind will be greater and steadier and the 
basic economic problem of surpluses, with their costly losses, will be lessened, 
as they are absorbed by more people with more money to spend. 

Lack of security—against the hazards in life which are beyond the financial 
ability of individuals to cope—curtails freedom and smothers initiative. Fear 
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of the tragic results of economic failure plagues our people and obstructs almost 
every decision from the education of children to the undertaking of business 
ventures. Can there be any possible doubt that the elimination of poverty in 
old age will greatly free initiative? 

Regardless of whether or not they individually become beneficiaries of this 
complete program of social security, the certain knowledge that poverty and its 
tragedies cannot overtake them in old age, that disability cannot crush them 
into either public or private dependency, that the father’s death will not leave 
behind an economically stranded family—will create a confidence and secure 
peace of mind in our people that will liberate human resources to an extent be- 
yond estimation. 

These benefits will affect everybody, giving greater opportunity to all, no mat- 
ter what their ages or positions may be. 

As we face the perils of the international conflicts of our times, let us soberly 
ponder how the results of the enactment of H. R. 7086 will establish worldwide 
recognition of America’s sound leadership in humanity’s quest for freedom—and 
away from communism. It is to these ends that the Townsend movement is 
dedicated ; and it is for these ends that the terms of H. R. 7086 are required. 

We urge that the Congress consider this problem of social security in the 
light of this broader, bolder meaning. 

The Cuatrman. Mr. Townsend, we thank you also for your state- 
ment. 

Mr. Mason. Mr. Chairman, before the next witness I would like 
to make a statement because I have to go to the House. 

The Cuarrman. Mr. Mason. 

Mr. Mason. I want to say this, that I have been in Congress 10 

ears and I have refused every time to sign the Townsend petition 

cause I have been hoping that we could make the social-security 
program not only efficient and comprehensive but sound and not 
too expensive in its later days. 

I have given up that hope after 10 years, and I so stated in the 
House that I refused to sign it, but I was going right up to the desk 
then and sign it because I considered the Townsend plan more sound 
and less expensive in the long run than our present social-security 
program, and I still think so. 

Because of that, I feel that the Townsend plan should be given 
real, serious consideration when we are considering social security and 
insurance for our old people at this present time. 

That isall, Mr. Chairman. 

The Cnarman. Mr. Elliott, will you be the next witness? Or 
Mrs. Ford? Which of you desires to go first ? 

Mrs. Forp. Mr. Chairman, how much time do we have? 

The CnarrMan. There are about 20 minutes remaining. 

Mrs. Forp. Since the important part of our testimony lies in the 
hands of our economic consultant, and which data I think each and 
everyone of the members should be interested in, I relinquish my 
time, and I am going to ask you members of the committee to read 
my statement and place it on file. 

The Cuamrman. Without objection, your statement will appear in 
the record at this point. 

(The statement referred to follows :) 


STATEMENT BY Mrs. J. A. Forp, L®GISLATIVE DrRecTOR OF THE TOWNSEND PLAN 
FOR NATIONAL INSURANCE 


Mr. Chairman and members of the committee, the problem facing the Nation 
today regarding the plight of the elderly as well as those incapacitated under 
60 years is not a political problem. It is a problem that trancends politics. At 
the same time, I think you will agree that both major parties have neglected the 
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millions who have, in their desperation, been forced to turn to OAA. When both 
Repubiicans and Democrats alike pledged liberalization of the social security 
program in their party platforms, it was only reasonable to assume that the 
voters thought both parties intended to include 24% millions of people on OAA in 
their calculations. They have been disappointed. 

As legislative director for the Townsend organization, my contacts have 
brought me face to face with these problems in all congressional districts. One 
of my duties at the national office of our organization here in Washington is to 
reply to the letters sent us by our members throughout the Nation. Since the 
first of this year, I have observed a disquieting change in the tenor of my mail. 

I am receiving recession mail, gentlemen, and I am sure you are too. On the 
average of 4 or 5 times a week I receive pleading, begging, pitiable letters— 
letters from old people urgently in need of help that we only wish we were ina 
position to provide. 

There was a letter from an elderly woman whose husband had just passed 
away, and there was not enough money for a decent burial. There are letters 
from people who no longer can pay the rent or the utility bills. And there are 
the inevitable end-of-the-month letters from people who have exhausted their 
relief money and are waiting for the postman to call with next month’s meager 
allowance. 

My investigations and studies of the last 25 years have revealed that old-age 
assistance is something you do not talk about much if you happen to be one of 
its clients. Public charity demeans and humiliates, and its unfortunate recipi- 
ents feel covered with shame. 

And how could it be otherwise? There is only one way to qualify for old age 
assistance and that is by declaring yourself a pauper and thereby divesting your- 
self of the last shred of dignity and independence. The grocer who cashes your 
check knows you are on relief. The periodic visits of the caseworker remind 
you that the control of your purse, and indeed, the disposition of your property, 
no longer is in your hands. 

You sign an agreement giving the State a lien on your home. Your sons, 
daughters, and other close relatives are badgered into contributing to your sup- 
port, even though in many cases they can ill afford to do so. In some States your 
name, address, and the amount you receive become public property, open to in- 
spection at the courthouse or welfare office. 

Gentlemen, this is no way for Americans to live. Yet nearly 2,500,000 do live 
this way—today—in a nation of untold wealth. 

We were assured, when the social security program was enacted, that old- 
age assistance was to be a temporary stopgap—a short bridge to the nearby day 
when everybody would be covered under OASI. I need not remind you that it 
hasn’t worked out that way. You know that. But perhaps you are not aware 
that a high official of a State welfare department predicted not long ago that we 
must expect the old-age assistance program to continue for at least another 20 
years, and perhaps for another 30, with no substantial decrease in the caseload. 

Old-age assistance always has been the poor orphan of the social security 
system. We simply haven’t paid very much attention too it—possibly because 
our consciences wouldn’t allow us to. As a result the old people dependent upon 
it have been cruelly victimized. 

A taxpayer once brought suit to have everybody on public relief disfranchised 
on the theory they would band together to vote for their own interests. The 
ease was thrown out of court, but it illustrates the contempt, not to say the dis- 
interest, which many Americans display toward relief clients. At intervals 
Congress has voted additional sums, usually $5 a month, for OAA recipients. 
But the old folks invariably get only a dollar or two of it, and often nothing 
at all, because the money is used by the States and local governments to reduce 
their own welfare costs. 

This administration has proposed that the Federal Government drastically 
reduce grants-in-aid, on the theory that welfare is the proper function of the 
States. If this were done you ¢an imagine what would happen in such States 
as Mississippi or Georgia, where assistance grants are miserably small, and 
amount to the little they do only because the Federal Government supplies 
the bulk of the money. 

I hold no brief for old-age assistance. But I would fight with every resource 
available to me against any proposal to abolish the system without first replac- 
ing it with something better. 

Gentlemen, we have something better, and it is contained in H. R. 7086. Its 
adoption would automatically put an end to the shame and misery of old-age 
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assistance by bringing all Americans under a system granting insurance pay- 
ments as a matter of right. I urge your careful consideration of this proposal. 

I would add one other point: 

The President not long ago urged people to demonstrate their faith in the 
American economy by starting to buy again. His endorsement of the purchas- 
ing power theory was commendable, but unfortunately, he was talking to a great 
many Americans who were in no position to follow this advise. 

Nearly 2,500,000 of them are elderly persons on old-age assistance, and their 
average monthly check is just a little over $61. Here are 2,500,000 people lost as 
eustomers to business and industry. But their potential is enormous. 

Surely it is in the national interest as well as in the interests of these people 
themselves to supply them with a decent existence as they near the end of their 
days. 

Thank you. 


Mrs. Forp. My name is Mrs. Ford, legislative director and secre- 
tary of the Townsend plan. 

The Carman. Fine. 

Mr. Elliott. 

Mr. Exxiorr. Mr. John Doyle Elliott, economic consultant for the 
Townsend plan for national insurance. 

Mr. Chairman and members of the committee, we arrive now at a 
oint in our presentation at which we can statistically analyze H. R. 
086. But, before we do, we should get a clear picture of the objec- 

tives we seek under this bill. Evidence that these objectives enjoy 
widespread support is the fact that within recent weeks more than 
100 Members of Congress have requested that your committee report 
it favorably to the House. 

Social security is not just a program. It is a vital objective in the 
lives of all Americans. They have not achieved fulfillment of this 
objective because we have not yet achieved a truly adequate program. 
We seek a social security program that will take into full considera- 
tion the demonstrated ability of people to provide certain resources 
themselves. These resources, in conjunction with an adequate pro- 
gram, should add up to a total of economic resources adequate to 
maintain a condition of social security in the full sense in which we 
visualize it. 

The great majority of people in the old-age bracket experience a 
drastic and progressive decline in their standards of living. This is 
the main and permanent factor in the problem of social security. 
Less permanent are the factors other than old age. Disability, for 
example, through medical advances, can be expected to reduce its 
incidence in the future. But longevity i is the permanent factor. 

Anybody aware of the economic facts of these times must recognize 
that while a relatively few people can reach old age with resources 
sufficient for up-to-date living, the very great majority of the Ameri- 
ean people cannot do so. If this were not true, then Congress would 
not be concerned with social security in the first place. 

Today private resources—resources other than those provided by 
the Social Security Act in the form of old-age benefits—provide our 
65-and-over population with less than half the basic, average income 
enjoyed by the younger, fully adult population, those aged 25 
through 64. 

This does not constitute a condition of living which can be termed 
“social security.” 

The present programs under the Social Security Act have clearly 
failed to better this condition. This is the statistical reason why 
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H. R. 7086 has been presented, and why it is commanding increasingly 
serious support. 

Let us examine the exact facts about the comparative income posi- 
tion of our 65-and-over population as revealed by the annual surveys 
on consumer income distribution, by the Bureau of the Census. The 
following tabulation emphatically sets forth these facts which con- 
stitute the reasons for this legislation. 

(The tabulation referred to follows :) 


Population increases in adult age groups, United States, 1947 through 1956— 
income position of aged, 1947 through 1956 


INCREASES IN NUMBERS OF PERSONS 
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SHARE OF MONEY INCOME BY PERSONS 65 AND OVER 
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Mr. Exxiorr. What the foregoing tabulation adds up to is simply 
that our elderly population is increasing over three times as rapidly 
as the rest of our adult population. The income share of the aged 
group remains static. Since the whole group receives the same total 
share of income, the economic position of the avet ‘age member of the 
group cont inuously declines. 

The part of the income of the aged which is made up of social 
security benefits increased from 13.9 percent in 1947 to 30.9 percent in 
1956. Conversely, the part of their income made up from other re- 
sources declined from about 86 percent in 1947 to about 69 percent in 
195€ 

The ability of most Americans to finance their old age through 
other means than our Federal social security law is shrinking fast and 
steadily. 

Our present social security program has failed not only to better 
the economic position of our people i in old age, but it has even failed 
to compensate for the constantly shrinking ability of the people other- 
wise to provide for their old age. These are the facts. Drastic action 
on social security legislation must be taken. 
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Analysis of Table 18: Current Population Reports, Consumer In- 
come, Series P—60, No. 27, shows that in 1956 the people in the United 
States aged 65 and over received an aggregate money income of 
$20,255,632,000. 

The Social Security Bulletin, March 1957, shows that this segment 
of the population received $4,488,973,000 in benefits under title II of 
the Social Security Act. See table 7. Table 10 of the same issue shows 
that they received the sum of $1,676;374,000 in benefits under title I. 
Thus, they received a total of $6,165,347,000 in old-age benefits from 
the Social Security Act. 

Subtracting these old-age benefits from the aggregate of money- 
income the aged received, there remains $14,090,285,000 from other 
sources. 

At the average benefit rate of $140 per month, and assuming as 
many as 12 million full beneficiaries aged 65 and over under H. R. 
7086, they would have received about $21 billion in benefits under this 
bill. This would have brought their aggregate of money income up 
to about $35 billion in 1956, as a total group. 

In order to have been on full parity with the adult group aged 25 
through 64, they would have needed about $40 billion in 1956. 

Thus, H. R. 7086 would have placed the aged, as a group, reasonably 
near to the income standards enjoyed by the rest of the fully adult 
population, and, at the same time, since virtually no person among 
them would have had less than the benefit under H. R. 7086, poverty 
among this part of our people would have been nonexistent. 

Mr. Chairman, that is specifically what H. R. 7086 is designed to 
accomplish. It provides the ways and means of accomplishing it. 
The present system makes no progress toward bettering the relative 
income position of the aged. We feel it is no longer a matter of seri- 
ous debate, in view of the facts available today, as to whether it can 
be done. Rather, it is a matter of whether the Congress actually in- 
tends to provide decent standards of living for Americans in the lat- 
ter years of their lives. 

Mr. Chairman, accompanying this presentation, I submit the mem- 
orandum of analysis of H. R. 7086 entitled “Explanation of Esti- 
mates of Monthly Benefits Available Under H. R. 7086, and Descrip- 
tion of Data on Which Estimates Are Based” for the committee’s 
reference and study. 

Thank you, sir. 

The CuHarrman. Mr. Elliott, I note you have included in your 
statement not only this material to which you have just referred, 
which I think should appropriately be placed in the record, but also 
a brief analysis of the bill H. R. 7086. 

Should that material also be in the record, or would it be in dupli- 
cation ? 

Mr. Exxtorr. No, I don’t think it is a duplication since the testi- 
mony here and the major analysis itself specifically refer to the bill. 
This brief analysis is simply a brief, common-language expression 
of the bill. I think they should form a complete unit. 

The Cuarrman. All right. 

Then, without objection, the brief analysis plus the material ap- 
pended to your statement will appear in the record at this point. 

(The material referred to follows:) 
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APPENDIX B.—Per capita income and median income, by age groups, 1956 





Per capita income 
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Age groups income 
All persons | Persons with 
income 
Aged 14 and over: 
DEO. ..nnnnnecncennonsanccnconeseranstbnencsiabesstawueste- $3, 781 $4, 114 $3, 607 
IRS,» Cae adebd baide<wuhisnd dausisweeudsaiavdanaaees 857 1, 651 1, 146 
NN a a et 2, 261 3,179 2, 467 
Aged 14 through 64 
DE nics a cwepesctenacodecncctewecnsessancecncnssmeauna 3, 987 4, 358 3, 889 
iil ships ditnadeshsh > tcrmeiehen wis eich chen ail Was Soca walls 874 1,781 1, 396 
SO i 0 nitro ies running hiaidinn Gibonihibenebaiel 2, 377 3, 415 2, 868 
Aged 25 through 64 
Pik ndebitonadegainedavaciescouiiwotgunslaeeaibabtack 4, 817 4, 809 4, 286 
IE bk ciscndatgucsasene ates caen tind wanda daen sibs 974 1, 992 1, 621 
IIT no  ecinimpticile Gaptietetbcitasmiapistiniie dial tia pital aaa ae 2, 840 3, 896 3, 351 
Aged 65 and over: 
Gad tntekesdabthpapnietngions aie ithgsoaginenbipetwsanenaaaiie 2, 214 2, 345 1, 421 
ND nicindvchntchateeiuacbidettieeutddéibitenmeecashidmastls 738 1, 034 738 
iia ihe hacienda Rian nce meet 1,417 1, 729 966 





Source: Bureau of the Census, Current Population Reports, Series P-60, No. 27, table 18, April 1957. 


Including all sources of money income, the aged receive about half the in- 
come received by the rest of the adult population. When compared with the 
younger, fully adult group, those aged 25 to retirement age, this ratio is em- 
phatic in terms of per capita income, which is the average obtained by dividing 
the total income received by a group by the total number of persons in that 
group. In the light of median income, which is the income position below which 
is found half of the group and above which is found half of the group (in other 
words, the income position of the average member of the group), it becomes 
clear that the average aged American enjoys far less than half the rate of in- 
come enjoyed by the senior group of younger adults, those 25 years of age to 
retirement age. 


H. R. 7086. THe 1957 TowNsenp PLAN Bitt By Rep. JoHN A. BLATNIK, 
MINNESOTA 


A BRIEF ANALYSIS 


The Townsend plan bill will amend title II of the Social Security Act providing 
uniform benefit payments to all eligible beneficiaries financed by a tax on gross 
income (gross receipts) beginning with 1 percent and progressing to a maximum 
of 2 percent. 

Eligibility for benefits—Primary beneficiaries: Persons in the United States 
who are 60 years of age and over, totally and permanently disabled persons 
aged 18 to 60, and female heads of families with dependent children under 18, 
subject to requirements outlined below. 

(a) Secondary beneficiaries : Children in the United States under 18 dependent 
upon an adult beneficiary and children under 18 orphaned or otherwise deprived 
of parental support. 

(b) Any person except a child (secondary) beneficiary must have resided in 
the United States at least 10 years. 

Earnings provisions.—Adult beneficiaries (including mothers under 18 with 
dependent children) may earn up to $75 per month without reduction in bene- 
fits, with benefits reduced $1 for each full $2 earned in employment or self-em- 
ployment over $75 per month. 

(a) Child beneficiaries reduce benefits $1 for each full $2 earned over $50 
in any month. 

These provisions are designed to encourage beneficiaries to take part in pro- 
ductive life without facing frustrating penalties, but set up a sufficient loss of 
benefits to discourage them from underbidding for jobs. This will aid greatly in 
the rehabilitation of the disabled; in easing our youth into gainful occupa- 
tion; and in easing workers into retirement. 

Benefits.—All primary beneficiaries will be entitled to the same benefit, unless 
penalized for some violation of the law or unless they voluntarily apply for less 
than the full benefit. All child beneficiaries will be entitled to one-third of the 
prevailing primary benefit. 
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( a) Benefits will vary somewhat from month to month because of changes in 
prices and economic conditions, all of which will be directly reflected in the 
revenue from the gross income tax. As living standards advance in general, the 
benefits of the program will advance accordingly, since the volume of business 
necessary to such advanced standards will result in increased revenue from the 
gross income tax. However, this will not mean that beneficiaries need not know 
how much they are to receive each month—necessary administrative procedure 
will make known the amount of revenue collected for any given month long 
before the time of its actual distribution as benefits. 

(b) Statistical information on business and population indicates that pri- 
mary benefits at the present time would average between $130 and $140 a month. 
However, to guard against the possibility that in the early stages of the pro- 
gram (as has been the case with most new programs) many people would not 
qualify themselves promptly for benefits, resulting in relatively few bene- 
ficiaries dividing the revenue into unjustifiably high benefits, a limit of $150 
a month is placed on all benefits for the first 24 months of the program. After 
2 years, presumably, all possible beneficiaries will be participating. Thereafter, 
the number of beneficiaries will vary but slightly, apart from increasing nor- 
mally as time goes on. After 24 months, no limit on the size of benefits will 
exist, and beneficiaries will divide the revenue at a substantially constant 
rate. As economic expansion continues and general living standards rise, Town- 
send plan benefits will also rise. Only in the initial phase of the program will a 
statutory limit on benefits serve any justifiable purpose. 

The amount of benefits is designed to add to the income of the aged the amount 
necessary to enable them, generally, to participate fully in prevailing national 
standards of living. Despite all social-security programs and efforts so far, 
public and private, the comparative income position of the average aged American 
has been declining since the end of World War ITI. 

Only benefits of the amount provided for in this program can serve the ends 
of social justice. Only by being variable, as provided for in this program, can 
benefits be adequate at all times. 

Death benefits will be provided by continuing deceased beneficiaries’ benefits 
for 3 months after death. 

Financing—A Federal gross-income tax of 2 percent on all personal incomes 
above $250 monthly and all company incomes (gross receipts) will be levied. 
Tax returns will be made monthly and taxes paid monthly. 

An account will be established in the United States Treasury to which the 
revenues will be credited. Administrative costs will be deducted, month by 
month, and the total balance of each month’s collections will be distributed in 
the form of benefits. Benefits received in any month will have been raised in 
the sixth month preceding. 

Principal administrative and miscellaneous provisions.—Beginning with the 
seventh month after its effective date, the system will be in operation and paying 
benefits. It took title II of the Social Security Act (old-age and survivors in- 
surance) 5 years to pay out its first few benefits. 

The gross-income tax will start at 1 percent for 6 months, increase one-fourth 
of 1 percent each calendar quarter until it reaches 2 percent, thereby instituting 
and fully maturing the system within a year and a half of its effective date. 

Beneficiaries of present programs of old-age and survivors insurance, Federal 
disability insurance, and the various public-assistance programs will lose no 
benefits with the enactment of the Townsend plan. The Townsend bill provides 
that, in cases where, at the start, its benefits might be less than some social- 
security benefits, the difference will be made up from social-security funds. Then, 
as the gross-income tax rate increases from the 1 percent starting rate to 2 per- 
cent, benefits will steadily increase until all will be receiving more than twice as 
much as the average payments under the present programs. Thus, a smooth 
transition from the present system to the Townsend plan, benefiting all and with 
losses to none, honoring fully all benefit rights under present programs, will take 

lace. 
‘ The Townsend bill provides that all money in the old-age and survivors insur- 
ance and the Federal disability insurance trust funds are expendable under 
authorizations by Congress to implement the provisions of the Townsend bill, 
but for no other purposes. 
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EXPLANATION OF EsTIMATES OF MONTHLY BENEFITS AVAILABLE UNperR H. R. 
7086 AND DESCRIPTION OF DATA ON WHICH ESTIMATES ARE BASED 


H. R. 7086 (the Townsend plan bill) proposes that its benefits be financed by a 
tax on the gross receipts (gross income) “of all persons and companies, except 
that all personal gross incomes up to $250 per month shall be exempt.” Because 
this tax base is so extremely broad, it would permit a low tax rate and, at the 
same time, a revenue yield high enough to carry out the purposes of the bill. 
This yield would closely reflect the status of the Nation’s economy at any given 
time, automatically compensating for variations in both the cost of living and 
in prevailing standards of living. : 

It would be a simple matter to add up the gross receipts of all persons and 
companies—if such data were available. Most existing reports, however, deal 
with net rather than gross receipts, and those reports that do exist concerning 
gross receipts (gross income) tend to be rather fragmentary. For example, while 
the Census Bureau’s census of business covers retail, wholesale, and service 
businesses in the United States, it does not include all businesses; and there are 
gaps and overlaps in the data. Thus these reports would provide only a minimum 
estimate of the proposed tax base. 

Therefore, we must look elsewhere. Fortunately, data does exist from which 
a maximum estimate of the tax base can be reached. Enactment of H. R. 7086, 
on the strength of the maximum estimate, would insure that the benefits would 
not exceed the amounts calculated herein. 


This study is, therefore, based on the maximum approach for determining 
the tax base. 


DATA ON WHICH MONTHLY BENEFITS UNDER H. R. 7086 CAN BE CALCULATED 
Total business volume 


For the purposes of this study, the Nation’s volume of business is computed 
from two sets of statistics: 

1. There is the monthly report of debits to deposit accounts, prepared by the 
Federal Reserve Board. This figure is the total movement of money in the 
country as represented by so-called checkbook money. It is the total of payments 
made by individuals and companies as reflected by the debits to the bank accounts 
they maintain. While not all of these payments represent compensation for 
personal services, or proceeds from trades, businesses, or commerce or from the 
sale, transfer, or exchange of property, tangible or intangible, real or personal 
(the tax base proposed in H. R. 7086), most “debits” are of this nature. When 
people write checks, they usually do so in order to make a payment of some sort. 
The exceptions are, in an important degree, the subject of the following sections 
of this study. 

2. There is the monthly Federal Reserve Bulletin report showing the amount 
of United States currency in circulation (that is, outside the Federal Reserve 
banks and the U. 8. Treasury) as of the last day of each month. We do not 
know exactly how much business is transacted exclusively on a currency-payment 
basis, but the amount is obviously substantial. However, our studies, based 
on previous extensive studies by Dr. John Donaldson, of George Washington 
University, indicate that five times the amount of currency in circulation is a 
fair judgment of business done with cash annually. Today, total business volume 
amounts to about $2.5 trillion. Five times the amount of currency in circulation 
(presently over $30 billion) would make the currency-paid business volume a 
little over $150 billion, annually, or about 6 percent of the total. 

If we multiplied by 6 instead of 5, the total would be increased by one-fifth 
of 6 percent or 1.2 percent. This, in turn, would increase the tax-yield estimate 
by not more than 1.2 percent. For the purposes of this study, we have adopted 
the estimate of 5 times the amount of currency in circulation, plus the total of 
debits to deposit accounts as representing the total business volume annually. 
The tax base 


H. R. 7086 does not propose to use either business turnover or total transactions 
as a tax base. It proposes a tax on gross receipts (gross income), received as 
compensation for personal services, or as proceeds from trades, businesses, or 
commerce or from the sale, transfer or exchange of property, tangible or in- 
tangible, real or personal. As a result, the tax base under H. R. 7086 would be 
considerably smaller than the theoretical figure for total business turnover. 


28110—58——20 
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Following is a study of the deductions from total business volume that are 
essential to arrive at an estimate of the yield under the proposed tax. 

It is important to bear in mind that the object of this study is to estimate 
the tax-base on the basis of the maximum approach. 


DEDUCTIONS FROM TOTAL BUSINESS VOLUME 
I. Taxes 


(a) Federal revenue would not, of course, be subject to the tax under H. R. 
7086. In 1957 total Federal receipts from the public were $82.1 billion, as re- 
ported by the Federal Reserve Bulletin for February 1958, page 170; in 1956 they 
were $77.1 billion; in 1955 they were $67.8 billion. Since the defense program 
implies a continued high level of spending, it is reasonable to expect no significant 
lessening of this figure. The figure of $82 billion is, therefore, deducted from 
total business volume to arrive at the tax base under H. R. 7086. 

(b) State and local revenue.—The Department of Commerce, in the July 
1957 issue of the Survey of Current Business, page 13, table 8, shows that in 
1956 State and local receipts totaled $34.1 billion; in 1955, $31.7 billion; in 
1954, $29.1 billion. Therefore, while 1957 reports are not yet released, we adopt 
a figure of $35 billion to represent State and local governments’ receipts, which 
would not be taxable under H. R. 7086. 

This gives us a deductible figure for 1957 of $117 billion. 


II. Exemptions 


Section 214 of H. R. 7086 provides that the tax shall apply to the gross receipts 
of all persons and companies, except that the first $250 monthly of personal 
gross income shall be exempt. Analysis of table 18, Current Population Reports, 
series P-60, No. 27, presenting 1956 data on the distribution of persons by age 
and sex and money income (the latest survey reported), shows that personal 
money income under $3,000 per year ($250 per month) aggregated at least $166 
billion. Since this figure has been mounting steadily, year by year, having been 
at about $130 billion in 1950, for example, we adopt the figure of $166 billion 
for the purposes of this study. 

Thus we add a deductible item of $166 billion. 

Note.—The proposed tax rate on gross income under H. R. 7086 is 2 percent. 
If the personal income exemptions were not permitted, a rate of about 1.8 percent 
would yield sufficient revenue to pay the same benefits, approximately, as are 
envisioned under a 2 percent tax including the exemptions. With the lower rate 
and no exemptions, more revenue would be collected in the form of direct taxes 
from persons and a little less in the form of indirect, or price-included taxes. 


III. Shrinkages 

As used in this study the term “shrinkage” applies only to a lessening in the 
dollar volume of business. It does not refer to shrinkage in the actual produc- 
tion or distribution of goods and services. 

Business, obviously, must accommodate to any new system of taxation. Thus, 
under the tax proposed in H. R. 7086, more producers would be prone to enter 
into agency contracts with their dealers instead of selling outright title to their 
products. In such eases, the values of agents’ commissions would become the 
measure of their gross receipts instead of the total price charged their cus- 
tomers. To approach the true base of the proposed tax, such shrinkage must be 
regarded as a deductible item. 

Eeonomists Dr. John Donaldson, of George Washington University, in 1943 
and 1944, and Dr. Harry Moorehouse, of the University of Georgia, in 1946, con- 
cluded that shrinkages due to business accommodation to the proposed tax would 
have amounted to about $40 billion annually in 1942 and 1948. Projecting this 
estimate to the business levels of 1957, this item conservatively becomes at least 
$100 billion annually. (It must be kept in mind that shrinkage represents an 
intangible item, especially in view of the fact that there never has been a tax 
on national gross receipts. ) 

Although shrinkage is represented in this study as a factor, it is not absolutely 
certain that the operation of this tax would occasion these lessenings of busi- 
ness volume. However, shrinkages are probable under a national tax and their 
probable effects must be considered. 

If we ignored shrinkage entirely, the maximum nature of the resulting esti- 
mate of the tax base would be beyond challenge. With total business volume 
running at about $2.5 trillion in 1957, it is ebvious that the $100 billion figure 
adopted to represent shrinkage in this study amounts to only about 4 percent 
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of the total; so that including it or excluding it would alter the resulting esti- 
mates by only that amount. The fact that some 25 years of experience under 
precisely such a tax in the limited scope of 1 State’s business; namely, in 
Indiana, has found no significant effect due to such shrinkage, indicates clearly 
that it is not an effect which would become such as to alter needed tax rates in 
any radically large way. 

Deductible item, $100 billion, 


IV. Loans, investment capital, and transfers 


Under H. R. 7086, the principal of loans and the repayment of the prineipal, 
capital invested and recoyery of the invested capital would not be subject to 
taxation. Interest, dividends, and capital gains would be. So-called flow 
statistics on the total dollar volume of loans made and repaid are not available ; 
most reports deal mainly with the amounts of loans outstanding. Statistics 
on the amount of new capital invested through securities are available. 

There are no reports which make it possible to measure the dollar volume of 
simple transfers of funds by depositors from one aceount to another as a matter 
of business convenience. Appendix A of this study includes sufficient flow 
data to show that the minimum allowance we can make reasonably to represent 
these factors is $206 billion annually as of 1957. 


V. Miscellaneous 


There are numerous other receipts that would not be taxable under H. R. 
7086, but they are not so reported that they can be segregated and measured. 
For example, there are sums paid as insurance claims and the receipts of non- 
profit organizations and trust funds which would be exempt. In 1956 employers 
alone paid some $5.7 billion into private pension and welfare funds, to say 
nothing of employees’ contributions and the issue by such funds, of nontaxable 
benefit payments. (See Survey of Current Business, July 1957, p. 22, table 34.) 
These additional items indicate even more forcibly the maximum nature of 
the estimates in this study. 

All things considered, under the tax proposed in H. R. 7086 the net tax base 
would have been at least $589 billion less, in 1957, than the total of debits to 
deposit accounts plus 5 times the amount of currency in circulation. 


CONCLUSION 


For the purpose of measuring the performance of the program advocated by 
H. R. 7086, for the year 1957, this study will employ the figure of $589 billion 
to represent the total of items deductible from the sum of debits to deposit ac- 
counts plus 5 times the amount of money in circulation. This will provide the 
estimate of the net tax base: 


NE Ra: EE: i i el $2, 356, 768, 000, 000 
POE TOT Th COCR COE 8 bie te tse mine ntieebee 154, 975, 000, 000 

ON i a kee Tae ee ee 2, 511, 748, 000, 000 
Subtracting $589 billion, the total of deductible items_____ 1, 922, 748, 000, 000 


Since H. R. 7086 provides for operation on a monthly basis—not on an annual 
basis—the annual figure above reduced to an average monthly figure of $160 
billion, the net operating tax base. Thus, the average monthly revenue at the 
fully matured 2 percent tax-rate provided for in H. R. 7086 would have been 
$3.2 billion in 1957. This is the whole fund which the Government would be 
handling on the pay-as-you-go basis underlying H. R. 7086—collecting the money 
monthly and disbursing it monthly in its entirety. 


ADMINISTRATIVE COSTS 


In the calendar years 1957, as set forth in the Social Security Bulletin for 
March 1958, the administrative costs for the old-age and survivors and disability 
insurance program for the year 1957 totaled over $161 million. (See table 6.) 

The cost of administration of old-age assistance in 1956 was just over $99 
million. (See Social Security Bulletin, annual statistical supplement, 1956, 
tables 88 and 91.) 

The total cost of administering old age survivors and disability insurance and 
old-age assistance, therefore, is at least $250 million annually. 

It is estimated, for the purposes of this study, that the cost of administering 
the program proposed in H. R. 7086 would, in no case, exceed that of administer- 
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ing the above programs, or a maximum of $250 million annually. This would 
amount to considerably less than 1 percent of the revenue provided for by H. R. 
7086. 

H. R. 7086 proposes the simplest possible program to administer. There would 
be no complex processing of wage and employment records of individuals. There 
would be no need of special personnel to determine the amounts of individual 
benefits, since all recipients would receive equal benefits; and it would only be in 
respect to specific deductions, not the calculation of the benefits themselves, that 
administrative procedure.would become involved. 

Beneficiaries would be required only to show proof of age, retirement, widow- 
hood with responsibility for minors, being orphaned, or disabled—as the case 
might be—to establish eligibility. 

In view of these considerations, it seems clear that the cost of administering 
old-age, widows’ and children’s benefits under H. R. 7086 could not possibly be 
as much as the 1957 cost of administering old-age survivors and disability insur- 
ance. Due to the simplicity of eligibility requirements and the elimination of 
the present procedures in connectivn with maintaining lifetime wage and employ- 
ment records of all workers—the reality would be that it would cost considerably 
less. This consideration is all the more attractive when it is realized that under 
H. R. 7086 far higher benefits would be provided for very many more benefici- 
aries than under the present system. 

In addition to old-age, widows’, and children’s benefits, there would be dis- 
ability benefits under H. R. 7086. As will be shown later, it is estimated that 
there will be between 2 and 2.4 million disabled beneficiaries. 

The cost of administering the disability provisions under H. R. 7086 cannot 
properly be compared to the cost of administering aid to the totally and perma- 
nently disabled under the present social-security system. The differences be- 
tween the two programs from the point of view of administrative costs are great. 

A disabled person would have exactly the same benefit under the Townsend 
bill as any other adult beneficiary. This would be a direct Federal payment with 
no local or State funds and their additional administration being involved, as 
they are involved under the present system of aid to the disabled. 

The complexities of means tests and similar requirements are eliminated under 
the Townsend-plan bill. In the present system of public assistance, costly inves- 
tigation of the resources of each applicant is required. Its absence under the 
Townsend bill invalidates any comparison with the cost of administering the 
present program of aid to the disabled. 

The present program of aid to the blind also involves administration of Fed- 
eral, State, and local funds plus the cost of investigating the resources of each 
beneficiary plus periodic verification. Under H. R. 7086, the blind would be in- 
cluded with the disabled, and State and local funds plus means-test procedures 
would be e'iminated. 

For the following reasons, we have assumed for the purposes of this study that 
the cost of administering the present program of ald-age assistance would ap- 
proximate the cost of administering the disability provisions of H. R. 7086: 

First, the number of beneficiaries under OAA is comparable to, although prob- 
ably a little larger than, the number of disabled beneficiaries reasonably to be 
expected under H. R. 7086. 

Second, while the determination of disability would be required under H. R. 
7086, determination of the resources or need of recipients would not. It is con- 
ceded that in some cases the determination of disability is more involved and 
costly than investigation of an individual’s resources ; but it is equally true that 
many cases of disability are obvious, while “need’’ must be certified in every 
OAA case. Thus, the cost of determining disability under the Townsend bill 
and that of determining need under OAA must be deemed to be comparable. 

Then there is the fact that OAA requires the administration of Federal, State, 
and local funds, while the Townsend bill requires only the direct Federal pay- 
ment of substantially the same benefit to each beneficiary each month. OAA 
also requires, in addition to the payment of endlessly varying amounts to in- 
dividuals, the periodic redetermination or verification of the continuance of 
need—with need and, hence, payments frequently varying even in the individual 
cases. 

When all these factors are considered, it appears perfectly reasonable to use 
the cost of administering OAA as an ample estimate of the cost of administering 
the disability provisions of H. R. 7086. 

For not more than the cost of administering the present programs of insurance 
under title II and of title I of the Social Security Act, H. R. 7086 would admin- 
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ister benefits averaging more than twice as much for at least twice as many 
people as all present programs put together (OAA, AB, ADC, and AD and title 
JI). 

ESTIMATES OF NUMBER OF BENEFICIARIES 


Although Census Bureau studies of income distribution do not classify the 
population by age in terms of 5-year groups, the reports do deal with such 
broader classifications as persons 55 to 64 and those 65 and over. There are no 
intermediate statistics, for example, on income distribution among people aged 
55 to 59, or 60 to 64. Thus, it is statistically not possible to assess the income 
levels of the group over 60 but not yet 65. 

Census reports show there are about 22 million persons aged 60 and over in 
the United States. In times of high employment many people, of course, would 
not elect to apply for benefits in their earlier years of eligibility in view of op- 
portunities to continue in occupations providing them better incomes than they 
would enjoy if they then retired. This would be particularly true of men; 
especially in view of the fact that under H. R. 7086 wives’ benefits would equal 
and would be in no respect dependent upon their husbands’. For the purposes 
of this study we estimate that about 16.5 million persons aged 60 and over would 
retire under the provisions of H. R. 7086. Under the provisions of section 206 
ot H. R. 7086, some persons would not be recipients of full benefits because of 
earnings. The actual number of persons receiving benefits would doubtless be 
greater than the above 16.5 million (but when balanced against the number who 
would, under section 206 be partial beneficiaries it seems that 16.5 million full 
beneficiaries would equal the, total of all old-age beneficiaries). But it is obvi- 
ous that the number who would actually be partial beneficiaries due to the oper- 
ation of section 206 of H. R. 7086 would result in all of them being the equivalent 
of the approximately 16.5 million full beneficiaries postulated above. 

There seems no reason to revise previous estimates of the number of widows 
with dependent children—since this segment of our population does not seem 
to be increasing in any notable degree. Analysis of tables 4 and 5 on pages 12 
and 13 of Current Population Reports, Household and Family Characteristics, 
April 1953, Series P-20, No. 53, dated April 11, 1954, shows— 

(1) 1,526,000 families having female heads with children of their own 
under 18 years of age. 
(2) 1,098,000 families having heads of either sex aged 55 through 64 
with children of their own under 18. 
(a) 978,000 families with husbands and wives both living with heads 
aged 55 through 64 with children of their own under 18. 
(b) Therefore, there are 120,000 single-parent families with heads 55 
through 64 with their own children under 18. 

H. R. 7086 grants female family heads with dependent children benefits until 
these women become 60. At that point such women would become eligible for 
Lenefits by reason of age. The number of women family heads past 60 with 
dependent minor children must be subtracted from the total figure revealed by 
table 4, namely 1,526,000. Such persons would receive benefits by reason of 
retirement age rather than by reason of being female family heads with de- 
pendent children. 

As noted, there are some 120,000 single-parent families (with heads of both 
sexes), aged 55 through 64, having their own children under 18. The data does 
not distinguish between sexes. However, women are more often left with chil- 
dren than men. We have made the arbitrary assumption that 60 percent of the 
120,000 are women and 40 percent men. 60 percent of 120,000 is 72,000. 

Since the likelihood of childbearing declines as age advances, we can reason- 
ably assume that only about 30 percent of the women aged 55 through 64 having 
children of their own under 18 are over 60, 30 percent of 72,000 is 21,600. These 
21,600 should be subtracted from the 1,526,000 families with female heads and 
dependent children under 18. This leaves 1,504,400. 

Table 5 shows there are 232,000 families having heads (both sexes) aged 65 
and over and having children of their own under 18; that 192,000 are husband- 
wife families. Therefore, there are about 40,090 single-parent families among 
them. Assuming 60 percent of these to be women parents, we have 24,000 women 
aged 65 and over who are heads of single-parent families having children of 
their own under 18. 

Since these 24,000 women would be eligible for benefits under H. R. 7086 by 
reason of retirement age, they should be subtracted from the 1,504,400 leaving 
1,480,400, under the age of 60 who would qualify for benefits under H. R. 7086 
as female family heads with dependent children under 18. 
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Obviously, many of these women would not elect to receive benefits because of 
gainful employment at good wages and salaries. For the purposes of this study, 
we have assumed that 25 perecnt of these otherwise eligible women would not 
qualify themselves. This leaves us with a final figure of 1,110,400 women to 
be expected as probable beneficiaries by virtue of being female heads of families 
and having dependent minor children. 

Again, while the operation of section 206 of H. R. 7086 would probably result 
in the number of women on the rolls being larger than the above 1,110,000, yet, 
they should not equal more than that many full (as distinguished from partial) 
beneficiaries. 

Although specific data on the disabled are not available, the Annual Report 
of the Federal Security Agency, 1952, on page 30, states: “It is estimated that, 
among our civilian population of working age, approximately 2 million people 
have total disabilities that have lasted more than 6 months. (This figure takes 
no account of the large number of disabled people among the 1.2 million inmates 
of institutions of various kinds.) Among those aged 55 thruogh 64, probably 
every sixteenth person is totally disabled.” 

Therefore, an estimate of between 2 million and 2.4 million persons seems 
reasonably to indicate the number of disabled beneficiaries to be expected. While 
the operation of section 206 might, theoretically, bring all genuinely disabled 
people on the rolls, its effect would be to render many of them partial beneficiaries 
as the result of that same provision. In terms of an estimate of total benefi- 
ciaries, therefore, the above 2 million to 2.4 million seems the likelihood. 

Child beneficiaries under H. R. 7086 must be estimated on the basis of, first, 
the above estimate of female heads of families with dependent children and, 
second, the approximate ratio between families involved and the number of child 
beneficiaries under the present programs of insurance and public assistance. 
Table 5 of the last (May 1958) issue of the Social Security Bulletin shows 303,400 
mother beneficiaries under OASI and 1,360,000 children. This is a ratio of 4.5 
to 1. Table 14 shows there to be 690,000 families involved in aid to dependent 
children along with 1,981,000 children. This isa ratio of 3 to 1. 

In the case of the insurance program, it seems obvious that there are children 
eligible for survivors benefits while their mothers may not be. In the case of the 
public-assistance program, it is to be realized that the children aided may be in 
families in which needs-test standards preclude aid to the parents. 

Therefore a ratio of 3.5 to 1 seems to be close to the reality—in terms of the 
number of children, on the average, to be expected per female family head 
under H. R. 7086. This would mean between 3.5 million and 4 million child 
beneficiaries under H. R. 7086. 

Since child beneficiaries would receive 14 of the prevailing adult benefit, 
these child-beneficiaries would add up to between 1 million and 1.3 million full 
beneficiaries. 





Summary 
Summary 

Million 
ey, ENN oe catia ik ek eed ee ineomnen nn 16.5 
I a cee ie oe 2.3 
Ue RIE UD | TRU i is ace hetn Sh ck sth th deca dina tcnetndnchalanbnS te tecknngh adds 2k 
(Times 3 for persons) Full benefit units via children_...............____ 1.2 
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CALCULATION OF BENEFITS 


The following calculation of estimated benefits is based on the foregoing 
analysis. The estimated monthly revenue-yield from the 2 percent gross income 
tax proposed in H. R. 7086, minus the estimated cost of administration, is pro- 
rated among the probable number of full benefits. Children’s benefits, of course, 
would be one-third of the resulting figure; and partial benefits due to other pro- 
visions of the bill, as previously explained, are included as making up the total 
equivalent of about 21 million full benefits. 


$1.9 trilli 
The net tar-base since the program operates on a monthly basis, 


amounts to $160 billion. Two percent of $160 billion equals $3.2 billion, the 
average, monthly gross revenue. 
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Administrative costs, averaging about $21 million monthly, should be sub- 
tracted from monthly gross revenue, leaving $3.179 billion to be distributed as 
benefits : 

$3.179 billion 
21,000,000 
If the number of beneficiaries be varied, up or down, by 1 million, the 
resulting benefit-rate would vary inversely by slightly less than 5 percent. 
If we assumed 20 million full benefits, the resulting rate would be $158 
a month. 
If we assume 22 million—the benefit-rate would be $145 a month. 
If we assumed 24 million—the benefit-rate would be $132 a month. 
It is of the utmost importance to remember that this study is based on the 
maximum approach as emphasized at the outset. 

It is of equally vital importance to bear in mind that this program would 
involve no extensive, over-the-years-and-decades accumulation of funds—but that 
the Government would collect the revenue monthly and disburse it monthly in 
its entirety, with the exception of that insignificant part needed for administra- 
tive expenses. 


equals an average monthly, full benefit-rate of $151 in 1957. 


APPENDIX A. EXPLANATION OF MONTHLY BENEFITS AVAILABLE UNbDER H. R. 7086 
Data relative to amounts of money loaned in the United States 


I. Value of new construction, 1957 (Source: Survey of Cur- 
rent Business, Department of Commerce, February 
ED. A681 neetienecmdindmacang rien Micndiinmipnacicinbgees $47, 255, 000, 000 


There are no direct, flow statistics on loans in the 
construction industry. Therefore, conclusions are a 
matter of judgment. It is clearly an area of business 
of great magnitude which should be represented in 
this study. With no quarrel as to anyone else’s opin- 
ion that it should be greater or less, it is here as- 
sumed that in the total course of business-procedure 
in the construction industry at least one-half of the 
total value of the construction represents money 
I renege cies tenants nm antni ie acest ene 23, 627, 500, 000 

II. New nonfarm mortgages ($20,000 and under), estimated 
total, 1957 (Source: Survey of Current Business, Feb- 


PR RN thn NONE ange linea cin adimeeeeneierse eerie 24, 243, 000, 000 

III. Installment credit extended—1957 (Source, Survey of Cur- 
rent Business, February 1958, p. S-17)-------------- 42, 433, 000, 000 

IV. New corporate securities issued, 1957 (Source: Survey 
of Current Business, February 1958, p. S-19)-------- 12, 270, 000, 000 
CI aecceepeceegtiecid peceastenancig cpa toed eae 103, 000, 000, 000 


Loans, in their effect as part of the total volume of business, are a two-way 
affair—that is, they are not only being made, but they are also being repaid. 
Therefore, in the theoretical long-run, double the figure of loans made would 
properly represent the dollar value of loans made and repaid. This would double 
the above total figure—making the factor at least $206 billion to be deducted 
from total business volume in the course of this study’s approach to the taxbase 
proposed in H. R. 7086. 


The Cuarrman. Are there any questions? 
If not, we thank you very much for coming to the committee and 
giving us this discussion of H. R. 7086. 
(The following letters were filed with the committee :) 
INDIANAPOLIS, IND., June 10, 1958. 
Mr. Leo Irwin, 


Clerk, House Committee on Ways and Means, 
New House Office Building, Washington, D.C. 
Deak Siz: We are happy to learn that H. R. 7086 will be among the measures 
taken under consideration during hearings scheduled for June 16-17 by the House 
Committee on Ways and Means. 
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Frankly, we, the elder citizens of every community in the United States, have 
found it most difficult to understand why more consideration and action has not 
been advanced for such a vital and important question. We feel that with the 
enactment of H. R. 7086 many of our current ills would be corrected permanently 
and that our elder citizens, the backbone of our country, would be assured of a 
peaceful, healthy, and secure ending of their eventful lives. Secure in the knowl- 
edge that they can maintain their dignity and live out their lives happy in the 
knowledge that they can henceforth secure the necessities they now lack and still 
have a full belly. 

The cost of living for the elder citizens rises just as much for them as for 
everyone else, and we believe this fact should be recognized and acted upon 
promptly for the good of the economy of the country as well as for the welfare 
of its citizens. The United States lags far behind several countries of the world 
in their care and consideration of their elder citizens and incapacitated peoples. 

We, the public relations committee of Townsend Plan Club No. 8, respectfully 
urge that you include in the printed record of the proceedings, together with our 
names, these views of our club and their many friends. 

Sincerely 
Wm. N. Hawkins, President, Emma Hillman, Secretary, Clara Eastes, 
Treasurer, Chlora B. Pyle, Mrs. Geo. Rabathey, Geo. Rabathey, 
Frank §S. Nelson, Geo. Taylor, Ennia Taylor, Margaret Nelson, 
William O. Rushton, Delia Hawkins, Mrs. E. Coffey. 





THE TOWNSEND PLAN FOR NATIONAL INSURANCE, 
WASHINGTON STATE TOWNSEND DIRECTOR, 
Tacoma, Wash., June 5, 1958. 
Hon. WILBuR MILLs, 
Chairman House Ways and Means Committee, 
House Office Building, Washington, D.C. 


DEAR Mr. Mir1s: In view of the proposed special meeting of your committee 
to consider social security legislation, including H. R. 7086, I wish to add my 
appeal to the many you will be getting, to report this bill out for a hearing on 
the floor of the House. This bill, known as the Townsend bill, has been held 
up in Ways and Means Committee for many years, thus preventing its passage. 

I have been active in support of this proposed law ever since its inception 25 
years ago. I have been State deputy and office manager for nearly 15 years in 
this office during which time I have been more or less in contact with the older 
citizens and know their real desire for this proposed law and the real need for it. 

If you could meet these older people face to face and understand their real 
needs as I do, you would not hesitate to use your personal and executive influence 
to see that H. R. 7086 be given a chance to be considered by the House on its 
merits. 

We are proud of our Congressman from this district, Hon. Thor C. Tollefson, 
whom I have known for many years, because he has always been a loyal supporter 
of the Townsend movement. 

In absence of our State director who is en route to the Townsend national con- 
vention at Cedar Rapids, Iowa, I am trying to do my share to have your desk 
littered with letters from the folks back home when you meet in committee 
session June 16. I am only 87 yars old but busy in the Townsend movement; 
I am a State pensioner and how well I realize the need of the enactment into a 
law of the principles of the Townsend bill, H. R. 7086. 

Sincerely yours, 
C. C. RANDOLPH, 
Townsend State Deputy Director and Office Manager. 


STEPHENS CONFECTIONERY, 
Kansas Oity, Mo., June 9, 1958. 
Mr. Leo IrwIn, 
Clerk of the House Ways and Means Committee, 
New House Office Building, Washington, D. C. 

DreAR Mr. IrnwIn: We have just received a letter from Representative Thomas 
B. Curtis of the Second District of Missouri to the effect that hearings will 
start on the bills pertaining to proposed changes in the present social-security 
system on June 16, 1958, and continue until June 27. 
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While we cannot of course appear before the committee in person even if the 
committee were interested in our opinions, we have made a careful study of the 
old-age retirement system as advocated by Dr. Francis E. Townsend for the past 
25 years. We have studied each of the many bills that have been presented to 
the Congress during that time, the last of which is H. R. 7086, presented by 
Representative John A. Blatnik and we feel now, as we have felt for years, that 
nothing the Congress can do will go farther toward warding off recessions, 
stabilizing the economy, assuring a decent and happy security for our senior 
citizens and the otherwise incapacitated than the passage of H. R. 7086 at the 
earliest possible moment. 

We will be everlastingly grateful to you if you will so notify the committee. 
We feel certain we are speaking the sentiments of the millions of poor souls 
who have been waiting so long. 

Respectfully yours, 
Mr. and Mrs. WALLIE STEPHENS. 

Our next witness is Mr. William P. MacCracken, Jr. 

Mr. MacCracken, for purposes of this record, will you identify your- 
self by giving us your name, address, and the capacity in which you 
appear / 


STATEMENT OF WILLIAM P. MacCRACKEN, JR., THE AMERICAN 
OPTOMETRIC ASSOCIATION 


Mr. MacCracxen. Mr. Chairman and members of the committee, 
my name is William P. MacCracken, Jr. My address is 1000 Con- 
necticut Avenue, Washington, D.C. I am an attorney at law, prac- 
ticing here in the District, and for the past 16 years have represented 
the American Optometric Association in connection with the activi- 
ties of its department of national affairs. 

The CHarrman. You are recognized, Mr. MacCracken. 

Mr. MacCracken. Thank you, Mr. Chairman. 

This association is holding its 61st annual convention in the 
Nation’s Capital beginning 1 week from today, and, because of de- 
mands upon the time of its officers and the director of its department 
of national affairs, they have asked me to present to this committee 
one amendment which they would like to recommend be incorporated 
in any bill which the committee may report out, amending the social- 
security law. 

The association, as most similar organizations in the health-care 
field, is composed of members of the optometric profession in all of 
the 48 States and the District of Columbia. The individual joins his 
local or State association, and, as a result, becomes a member of the 
national organization. 

For more than 30 years every State and the District of Columbia 
has required that individuals seeking to practice optometry should 
complete a prescribed course of education and pass a State board 
examination. For more than 10 years, either by statute or regulation 
having the force of law, an applicant for licensure must have success- 
fully completed at least 2 years of preoptometry courses at the college 
level plus a minimum of 3 years of study in subjects devoted exclusively 
to optometry. 

Prior to 1950 optometrists in many jurisdictions were barred from 
participating not only in the aid-to-the-blind program, but, because 
of the misinterpretation of the regulations promulgated by the Social 
Security Administration, all other vision programs supported by 
State funds. To correct this situation, the 1950 amendments to title X 
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of the social-security law provided that for a State program to be ap- 
proved to share in the Federal funds for aid to the blind it must make 
available the services of optometrists to the recipients of such aid. 
This does not mean that applicants for this type of assistance must go 
to an optometrist; nor are the findings or recommendations of the 
optometrists binding on the State authorities. As far as we have been 
able to ascertain, this program has for the past 8 years worked 
smoothly in practically all jurisdictions. 

Congress, in passing the draft-doctors law, with its various amend- 
ments, the Medical Service Corps Act of 1947, and the recent amend- 
ment to the Veterans’ Benefit Act of 1957, contained in S. 734, has rec- 
ognized not only the need but the propriety for utilizing in health- 
care programs the professional services of optometrists and disciplines 
other than medicine. In the Army, Navy, and Air Force there are 
on active duty at the present time more than 300 commissioned op- 
tometrists, with ranks ranging from second lieutenant to colonel in the 
Army and Air Force, or their equivalents in the Navy. 

One of the stumbling blocks to the utilization of the services of 
optometrists in Government-supported health programs is the fact 
that in legislation, regulations, and Government publications the term 

“medical care” is used to include not only care which must be rendered 
by a duly licensed physician, but also care which can properly be 
rendered by qualified and dedicated practitioners in specialized fields 
such as osteopathy, podiatry, optometry, chiropractic and, at times, 
even dentistry. 

To deny the recipients of health-care programs the freedom of choice 
of a duly qualified practitioner, is un-American and contrary to the 
public welfare. In fact, in some jurisdictions where only State funds 
are involved, the State attorney general has ruled that it was illegal 
to bar from State-financed programs any duly licensed practitioner 
from participation within the scope of his license to practice. 

Everyone is conscious of the shortage of physicians, and vast sums 
are being expended to enable those seeking to acquire a medical educa- 
tion to realize their desire. It is therefore illogical and contrary to 
the public interest to discriminate against any group with special 
qualifications that can lighten the burden which rests upon the medical 
profession. 

Certainly the individual should be free to choose his practitioner 
regardless of whether he is bearing all or part of the expense or 
whether it is all borne from State and Federal appropriations. 

It is, therefore, respectfully suggested that the following language 
or something similar thereto be included in any legislation which may 
be reported favorably by this committee. 

Now, Mr. Chairman, may I substitute some different language for 
that which appears in my prepared statement. I think it carries out 
the idea, and may be a little less controversial. This is the language 
which I would submit: 

It is hereby declared to be the intent of Congress that the services of all duly 
licensed practitioners within the scope of their practice as prescribed by the laws 
of the jurisdiction in which the service is rendered shall be made available 
to all beneficiaries or recipients of Federal aid and to that end the term “health 
care” shall hereafter be deemed to supersede the term “medical care,” save and 


except where the service to be rendered can only be performed by a duly licensed 
physician. 
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The Cuarrman, That concludes your statement ? 
Mr. MacCracxen. That concludes my statement, Mr. Chairman. I 


= be happy to answer any questions the committee may care to 
ask. 


The Cuarrman, We thank you for coming to the committee and dis- 
cussing this problem of your clients. 

Are there any questions? 

Again we thank you, Mr. MacCracken. 

Mr. MacCrackxen. Thank you, Mr. Chairman. And may I leave 
copies of this substituted language with the reporter. 

The Cuarrman. Thank you, sir. 


(The following communications were subsequently received by the 
committee :) 


AMERICAN MEDICAL ASSOCIATION, 


Chicago, IU., July 2, 1958. 
Hon, Wiizur D. MILs, 


Chairman, House Committee on Ways and Means, 
House of Representatives, Washington, D.C, 


Deak Mr. Mitts: During the hearings just concluded on social security, the 
American Optometric Association urfed an amendment to the Social Security Act 
as follows: 

“It is hereby declared to be the intent of Congress that the services of all duly 
licensed practitioners within the scope of their practice as prescribed by the laws 
of the jurisdiction in which the service is rendered shall be made available to 
all beneficiaries or revipients of Federal aid and to that end the term ‘health 
care’ shall hereafter be deemed to supersede the t2rm ‘medical care,’ save 
and except where the service to be rendered can only be performed by a duly 
licensed physician.” 

The American Medical Association believes that the enactment of such amend- 
ment would not be in the public interest. In fact, we believe the language in 
existing law which permits optometrists to make determinations of blind- 
ness is contrary to the public interest. 

It is the position of our association that title X, section 1002 (a) (10) should 
be amended by deleting from such subsection the words “or by an optometrist, 
whichever.” 

To grant optometrists the right to make examinations for determining blind- 
ness may result in a failure to ascertain the cause of blindness and thus prevent 
the administration of necessary medical rehabilitative care. The application of 
medical skills by a doctor of medicine will, in many cases, insure the detection and 
successful treatment of the organic and systemic causes of blindness. Unfor- 
tunately for the patient, such diagnosis and treatment cannot be provided by 
optometrists. 

It is my hope that this statement can be made a part of the records of your 
hearings. 

Sincerely yours, 
F. J. L. BLASINGAME, M. D., 
Executive Vice President. 


NATIONAL MEDICAL FOUNDATION FOR EYE CARE, 
New York, N. Y., July 2, 1958. 
Hon. Wiisur D. MILs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C.: 


The National Medical Foundation for Eye Care, recognized spokesman for 
American ophthalmology in public affairs, respectfully requests that the follow- 
ing statement be accepted as part of the official record of the House Committee 
on Ways and Means, for consideration by your committee in its forthcoming 
deliberation on proposed amendments to the social security law. 

Ophthalmologists are doctors of medicine who by training and practice are 
competent to render every kind of scientific diagnosis and medical and surgical 
treatment of the human eye, including refraction. Optometrists are not doctors 
of medicine and, under the laws of the several States, are not permitted—nor 
are they educationally qualified—to diagnose diseases of the eye or diseases of 
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the body manifest in the eye, nor to administer drugs or medicines, nor to per- 
form surgery on the eye. They are technical experts whose proper and legal 
field is the measurement, through refraction, of the physical powers of the eye 
and the prescription of glasses for the correction of such visual deficiencies as 
may be so corrected. 

In view of these facts, we respectfully express our firm opposition to the 
amendment proposed to your committee on June 18, 1958, by William P. 
MacCracken, Jr., on behalf of the American Optometric Association, which would 
provide that in the Social Security Act “and in all Federal legislation and regu- 
lations the terms ‘health care’ and ‘medical care’ shall be deemed to be synon- 
ymous * * * etc.” 

The effects of this principle, as already applied to the Federal program for 
aid to the blind, through the 1950 amendments to title X of the social security 
law, are flagrantly contrary to the public interest and specifically to the welfare 
of many persons adjudged to be blind on the basis of optometric “examinations.” 
Evidence can be produced to show that in some cases proper treatment has been 
delayed or possible rehabilitation or cure denied because of diagnoses rendered 
by others than fully qualified medical practitioners. Moreover, every time a 
patient is adjudged blind on the basis of an optometric recommendation, an 
opportunity is lost to determine the true medical cause of blindness and to 
appraise the chances of rehabilitation or cure. 

Whenever blindnes exists, it is the result of disease or injury, conditions which 
can be idagnosed and treated only by a physician. 

To state, as this law now states, that “in determining whether an individual 
is blind, there shall be an examination by a physician skilled in diseases of the 
eye or by an optometrist * * *” is to characterize the optometrist as the 
equivalent of a physician skilled in diseases of the eye—a theory untenable in 
fact and dangerous to the public welfare. 

We respectfully urge that the amendment proposed by Mr. MacCracken be 
rejected and that your committee amend the provisions of Public Law 1734 of 
1950, section 341, subsection (e), clause 10, by striking out the words “or by an 
optometrist, whichever the individual may select,” thus making this clause to 
read: “(10) provide that in determining whether an individual is blind, there 
shall be an examination by a physician skilled in diseases of the eye.” 

CHARLES E. JAECKLF, M. D., Secretary. 


Our next witness is Mr. Ben Moskovitz. 
Mr. Moskovitz, will you identify yourself by giving your name, 
address and the capacity in which you appear. 


STATEMENT OF BEN MOSKOVITZ, WASHINGTON, D. C. 


Mr. Mosxovirz. Ben Moskovitz. The address would be at Deputy 
Chief Lutz, the Police Department, Washington, D. C. I was in- 
vestigating for the Police Department. 

The Cuarrman. You are recognized for 5 minutes, Mr. Moskovitz. 

Mr. Mosxovirz. Mr. Chairman, members of the committee and some 
members of the press, the reason for my appearance before this com- 
mittee is to prove a lot of true facts that our Government does need 
a legalized old-age pension like the Townsend plan. 

Some women of age 60 or over and men 65 or over are sick, too dis- 
abled to work, or can’t get work through no fault of theirs, and do not 
have a chance to protect themselves because they have no income, no 
funds, no social security and no other means of income, and they have 
too much pride to apply for relief or charity. 

Those people should be able to get a legalized old-age benefit from 
the Government, not to be called just an old-age benefit but like the 
Townsend bill calls for. And any members of this committee who 
will vote for an old-age pension bill like this shall be in the history of 
our rich Government and vast country of the world that takes care 
of all citizens, sick, disabled and those of old age. They don’t know 
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where they will sleep next or where their next meal will come from. 
Nobody is sure who is next. That could happen to anybody. 


I hope this committee will look upen-this in the best way and pass 
the old-age bill. 


Thank you for giving me a chance to appear. _ 
This excludes only crooks, hoodlums, criminals, drunkards, nar- 
cotics, and illegal gamblers. ‘That is what I recommend. 


The Cuatrman. Mr. Moskovitz, we thank you, sir, for giving us 
the benefit of your views. 


That completes the calendar for today. 


The committee adjourns, and will reconvene at 10 a. m., tomorrow 
on this subject. 


(The following statement was filed with the committee :) 


STATEMENT OF O. G, POWELL, REPRESENTING THE NATIONAL ASSOCIATION OF REAL 
ESTATE BOARDS 


Mr. Chairman and members of the committee, I am O. G. Powell, realtor, of 
Des Moines, Iowa. I am chairman of the realtors’ Washington committee of 
the National Association of Real Estate Boards whose offices are located at 1300 
Connecticut Avenue NW., Washington, D. C., and 36 South Wabash Avenue, 
Chicago, Ill. Our association represents 1,284 local real estate boards and 
62,128 realtors throughout the United States engaged in all phases of the real 
estate industry. 


GENERAL COMMENTS 


We have made a preliminary study of a number of the various bills before 
the committee at this time. While we do not pretend to be expert on their 
various details, I should like to make these general comments concerning them. 
Our policy on this subject in effect provides that we believe that no additional 
authority or power over the State unemployment compensation systems should 
be vested in the Federal Government. 

The statements of various witnesses before this committee make it clear 
that we have a real basis for our fears that certain provisions of some of the 
pending bills would move us toward more rigid control by the Federal Govern- 
ment over the State unemployment insurance programs, 

As to assistance to States whose unemployment tax funds are depleted, Con- 
gress has already provided repayable loans from unemployment tax receipts. 
In our opinion that action was wise and much more consistent with the prin- 
ciples of our State-Federal system than would be nonrepayable grants. 

It is an elementary principle of government that a legislative body such as 
the State legislature which determines an appropriate system of benefits should 
also have the task of providing the money to finance such benefits. Power to 
hike payments without a corresponding responsibility to help raise the money to 
pay them would be a dangerous thing. 

At any rate, at a time when the Treasury is overdrawn more than $275 bil- 
lion, when the interest alone on the Federal debt is running at $8 billion or more 
per year, when the Secretary of the Treasury and Chairman of the Federal 
Reserve Board are talking in terms of a $10 billion deficit toward the end of 
this fiscal year, and when the Congress is seeking to maintain some value for 
the American dollar, every effort should be made to avoid a vast and unpredict- 
able drain on the Treasury. Furthermore, we should keep in mind the basic prin- 
ciple that unemployment benefits should not be allowed to reach a level which 
will weaken or destroy the incentive to seek productive work. Financial gain 
is the positive incentive which must not be impaired if we are not to decrease 


production and jeopardize the prospects for the fullest possible economic em- 
ployment which we all seek. 


TAX LIABILITY FOR EMPLOYERS OF ONE OR MORE PERSONS 


Several of the bills before the committee contain proposals for covering small 
employers. We believe the question of tax coverage of small employers of one 
or more persons is primarily an issue of whether the Congress or the individual 
States should decide the question of covering these small firms. The States have 
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differed among themselves both as to the definition of “small” and as to whether 
four or more is a correct dividing line or whether a smaller number would be 
correct. Some 18 States, we understand, have gone so far as to tax payrolls re- 
gardiess of the size of the firm. This action demonstrates that such action can 
be taken if desired by the States concerned. We wish to suggest strongly that 
development according to the determination of State legislatures is decidedly 
preferable to having Congress force the States to adopt uniform tax liability on 
the smallest employers. 

In evaluating this proposal I am sure that you will consider the fact that 
when you reduce employer coverage to those who have only 1, 2 or 3 employees, 
you will be dealing essentially with small employers such as barbers, beauticians, 
independent filling station operators, the small independent merchants, engineers, 
architects, dentists, lawyers, doctors, realtors and similar groups. 

A survey of our membership has shown the average realtor is a typical small- 
business man operating a small office. Many offices operate with only the realtor 
and one office girl. 

Obviously the dividing line of four or more is not necessarily a correct one. 
At the time of its original adoption, one branch of Congress had passed a 12 
or more provision and the other a 4 or more provision, and the compromise was 
8 or more. In 1954 Congress amended the law to cover employers of 4 or more 
persons. My discussion is confined not to the necessary validity of four or more, 
but to the general principle of going down to tax the extremely small employers. 

Old-age and survivors’ insurance coverage has been sometimes cited as anal- 
ogous to the proposed extension of coverage to employers with only one or more 
employees. That act might equally be pointed out as a precedent for covering 
under the unemployment compensation program regularly employed domestics 
and agricultural workers, but we understand there is no such proposal being 
seriously considered by the committee at this time. As a matter of fact, the 
coverage for OASI is for an entirely different hazard, requiring entirely different 
duties of employers concerned and involving not the risk of unemployment, 
which is virtually nil in some classes such as would be covered under this pro- 
posal, but, instead, the common hazards of death and old age that apply to 
everyone. 

I cannot help thinking of the situation where a bricklayer takes contracts for 
laying brick and hires a few helpers who probably are with him continually 
and with whom the ups and downs of employment are regularly shared. Plac- 
ing such a bricklayer in the role of employer for purposes of making the reports 
required under unemployment compensation and paying the 8 percent tax or 
even the 3/10 percent tax seems to be wholly unnecessary. 

It has been pointed out by some that increasing unemployment compensation 
taxes in a State would be a deterrent to new businesses coming into the State. 
By the same token, adding the 8 percent additional tax to the costs of the small- 
business man in a State would also make it more difficult for him to stay in 
business and provide the jobs he is now providing. 

Another question raised by this proposal is whether the increased Federal 
tax coverage of the very smallest.employers is designed to increase the Federal 
funds available for loans or grants to the States. 

If this is an important reason for the proposed coverage, it should be pointed 
out that the question of Federal profit from tax collections depends not alone 
on the size of the revenue but also upon the administrative expense incident 
to collecting that revenue. For example, if an employer who has only a part- 
time $1,000 a year employee is covered, the total Federal collection at the 0.3 
percent rate from that employer would be approximately $3. The Treasury alone, 
for this $3, would be put to considerable expense in processing the return—and it 
is extremely questionable whether the particular account would result in a net 
profit to the Government. In other words, the so-called net Federal profit from 
coverage such as this might be a minus quantity rather than a plus quantity. 
Accordingly, the Federal unemployment trust fund would be in a worse rather 
than a better position because of the increased coverage. 

Mr. Chairman, to sum up our stand on the extension of tax liability to small 
employers of less than four persons, we feel that this would be another step 
in the direction of rigid Federal standards imposed on the States which we hope 
members of this committee will continue wisely to resist. 


(Whereupon, at 12:20 p, m., the committee adjourned, to be recon- 
vened at 10 a.m., Thursday, June 19, 1958. ) 
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THURSDAY, JUNE 19, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The Techunaase The committee will please come to order. Our 
first witness this morning is our colleague from Pennsylvania, Hon. 
James E. Van Zandt. 

What is your district in Pennsylvania, Mr. Van Zandt? 

Mr. Van Zanpr. The 20th. 


STATEMENT OF REPRESENTATIVE JAMES E. VAN ZANDT, OF 
PENNSYLVANIA 


The Cuarrman. You are recognized. 

Mr. Van Zanpt. Mr. Chairman, the opportunity to appear before 
this committee in support of amendments to the Social Soourity Act 
is greatly appreciated. In view of your statement, Mr. Chairman, 
that the Committee on Ways and Means has an extremely heavy 
schedule and only a very limited time to devote to these hearings, I 
am complying to the request to confine my testimony to key points 
which I wish to emphasize with permission to file full and detailed 
statements in the record if deemed necessary. 

The CuatrmMan. You will have that permission. 

Mr. Van Zanpvt. To begin with I should like to call attention to my 
bill H. R. 967 reintroduced in the 85th Congress January 3, 1957, and 
prea that the retirement age under the Social Security Act shall 
. be 60 years. 

This legislative proposal was introduced by me in previous Con- 

‘esses and I have found widespread support for it throughout the 
Nation, because many older workers would gladly voluntarily retire 
at age 60 if given the opportunity to do so. 

When you consider that a survey conducted by the Social Security 
Administration in 1951 disclosed that over 80 percent of those receiv- 
ing social security benefits had been forced to retire or had retired for 
reasons of health, it is evident that the impact of voluntary retire- 
ment at age 60 would not have the devastating effect that critics claim 
it would have on our reservoir of skilled manpower. 

Another bill I have pending before this committee is H. R. 970 to 
amend existing law for the purpose of prohibiting the various States 
from requiring recipients of public assistance benefits to transfer to 
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the State title or control of property or a lien or other encumbrance 
for the purpose of recovering the amount of the benefits paid or 
provided. 

_ This bill was introduced because of the bitter resentment that exists 
in my congressional district over the action of the State of Pennsyl- 
vania in requiring a lien on the home of those who in their declining 
years have no means of financial assistance and who own nothing but 
the clothes on their backs and the roof over their heads which they 
— through years of toil during their productive years. 

n addition to this older group there are those who have lost their 
eligibility to unemployment insurance benefits under the Railroad 
Uneeni ayer Insurance Act because they have exhausted their 
rights. 

As a result they are forced to apply for public assistance benefits, 
and if approved, such benefits become a lien on their homes. 

Mr. Chairman, I think we should keep in mind these unemployed 
railroaders have not had their unemployment insurance benefit period 
extended by Congress. Since many of them are of middle age with 
their homes only half paid for the requirement of a lien has a demoral- 
izing effect on them. 

Mr. Chairman, this requirement of a lien by the various States 
should be prohibited by an amendment to existing law such as is pro- 
vided for in my bill H. R. 970. 

Among the 400 bills you are considering there are many that will 
increase benefits under the Social Security Act. Since it is common 
knowledge that the average monthly benefit check representing earned 
benefits under the Social Security Act isa mere pittance when measured 
by the cost of living which is increasing monthly, I hope that this com- 
mittee will find it possible to approve legislation granting an across- 
the-board increase in social security benefits of at least 10 percent. 

Mr. Chairman, I would like at this point to insert a chart that has 
to do with the Consumer Price Index governing the cost of living and 
the purchasing power of the dollar from the period of 1939 to 1957. 

The Crareman. If there is no objection, that may be done. 

(The document referred to follows :) 





Consumer Purchasing Consumer Purchasing 
Year Price Index power of Year Price Index power of 
(1939 = 100) the dollar (1939= 100) the dollar 
(1939=$1) (1939=$1) 

Se itiavdsintomacdets 100.0 8 Sk, ae 171.4 0. 58 
Bs < S beterleintcekn nine: 100. 8 . 99 SL ibcéenneindesebiue, 173. 1 58 
ich cia nh ta nntel eonkeni 105.9 . 94 0 EES ee 186.9 54 
PER bcendeebiececde 117.3 pL ME dncannadhntedwhiell 191.1 52 
SEG dtieinbnbdmeammiieen 124.6 I Mi ea cdma 192. 6 52 
I ites inn i iantnaeisiediie 126. 6 CONE tides to cdgiae cin tilecmnbs arid 193. 3 52 
hei ensdonwtdt 129. 5 .77 a See 192.8 62 
id criniaiidemattinatnas 140. 4 .71 ER Ae card 195. 6 51 
Sela idcthedededdawons 160.8 | PP RMR iikicddececn ds 202. 4 49 
Go ttienbiereo eerie 173.1 . 58 i 





Mr. Van Zanpr. As the chart shows, from 1939 to 1957, the cost 
of living increased each year to 1957, when it was 102.4 percent over 
1939. At the same time, the purchasing power of the dollar decreased 
from 100 cents in 1939 to 49 cents in 1957. In other words, the cost 
of living doubled, while the value of the dollar was cut in half. Mr. 
Chairman, this increased cost of living, when coupled with the 49-cent 
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dollar, is working real hardship on thousands of beneficiaries of the 
Social Security Act, who must live on a fixed monthly income as 
represented by their monthly retirement check. 

Mr. Chairman, the following chart reveals factual information as 
to the average age and the average monthly payment received by 
beneficiaries of the Social Security Act. 

Again I ask permission to make part of my remarks this addi- 
tional chart. 

The CuairmMan. Without objection, that may be done. 

(The document referred to follows :) 


Old-age and survivors insurance monthly benefits in force, 1957 


Average Average Average Average 


age payment age payment 
Retired worker: Widows and widowers.... $51 
Male...-.. nidaebiitatada 72.9 CG eae 52 
Pema. )522.s 22.22 70.9 52 || Young mothers...-.....-- 49 
Gpemeeh. sickc i schsnscja-e | 70.9 TN Se ae 39 





Mr. Van Zanopr. Mr. Chairman, the figures contained in these 
charts definitely prove the immediate need for an across-the-board 
increase to recipients of earned social-security benefits or to their 
survivors. 

In concluding my remarks, I hope that something can be done in 
providing an increase in public-assistance benefits. 

Mr. Chairman, it is recalled that early this spring when President 
Eisenhower’s Federal Council on Aging met here in Washington it 
declared that the welfare of older citizens is everybody’s responsibil- 
ity. I agree with this declaration, and I sincerely urge that this com- 
mittee do something for those who are trying to exist on public-as- 
sistance benefits. 

What they receive today is grossly inadequate for their daily needs. 
The majority of these deserving elderly citizens never had the op- 
portunity to be covered by the Social Security Act during their pro- 
ductive years. 

It is my opinion that in simple justice to them Congress should 
recognize their plight and take positive action by improving the Fed- 
eral-State program governing public-assistance policies and benefits, 

That botidludles my statement, Mr. Chairman. 

The CHarrMan. Van Zandt, we thank you for coming to the 
committee and giving us the benefit of your views. 

Mr. Van Zanpr. Thank you. 

ba Cuairman. Are there any questions? If not, thank you very 
much. 

Our next witness is our colleague from Minnesota, Mr. Blatnik. 

Mr. Blatnik apparently has not arrived. 

Our next witness will be Hon. Paul A. Fino, our colleague from the 
State of New York. 


STATEMENT OF REPRESENTATIVE PAUL A. FINO, OF NEW YORK 


Mr. Frvo. Mr. Chairman, and members of the committee, I am 
Congressman Paul A. Fino, of the 25th Congressional District of 
New York. At the outset, I wish to thank the committee for afford- 
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ing me the opportunity to appear here this morning to testify in sup- 
port of legislation aimed at liberalizing our social-security system. 

Although the amendments of 1956 were important steps toward 
humanizing our system, they go only part way in catching up with 
our economic and technological developments. 

Many of our older citizens will continue in an economically under- 
privileged group unless we take further positive action, particularly 
action to modify or eliminate those restrictive provisions which are 
out of line with the realities of present-day economic and social life. 

In the past 6 years, I have introduced a series of bills aimed at im- 
proving our social-security law. On numerous occasions, I have 
called attention to the hardship in millions of American homes caused 
by some of the arbitrary and unrealistic provisions in our system. 

I have urged in the past and now before this committee that im- 
portant changes be made in our Social Security Act which would 
accomplish the following: 

1. Lower the retirement age to 60 for men and 55 for women. 

2. Eliminate the age limit for total and permanent disability bene- 


“we 


. Strike out the so-called work clause for persons over 65. 

. Eliminate the penalty for women who retire at age 62. 

. Increase the minimum monthly benefits to $50. 

. Provide a 10 percent increase in all monthly benefits. 

. Extend coverage under the law to dependent relatives. 

. Raise the amount of income subject to social security taxes from 
$4,200 to $6,000. 

As you gentlemen know, the purpose of our social-security system 
is to further the social, economic, and psychological well-being of the 
people in such a way that consideration is given to their individual 
capacities and their st needs. ° 

irst: In urging a lower retirement age for men and women, I am 
suggesting a straightforward approach to many of the difficult social 
problems which have resulted from the wonderful growth of our in- 
dustrial productivity. In 1956, when we reduced the age for women’s 
eligibility for benefits to 62 years, we recognized that the facts of our 
time and considerations of humanity called for a revision of the new 
obsolete retirement age of 65. Believe me, the choice of 65 may have 
been a good guess 23 years ago when the Social Security Act was 
passed but we are now convinced that, for our times, it is unrealistic, 
outmoded, and too frequently discriminatory. 

I have always maintained that by lowering the retirement age to 
60 for men and 55 for women, we will create new job opportunities 
for younger workers, decrease the hardship of eine for 
older workers and provide retirement security for millions of men 
and women who are prematurely retired because of illness. 

Consideration of my bill H. R. 2865 would bring the social-security 
system into line with the standards of progressive retirement plans 
now in existence in industry and Government. 

Civilian employees of the Federal Government have the option of 
retiring at age 55 after 30 years of service; the Federal Reserve banks 
permit retirement at age 50; employees of my own State of New 
York, as well as several other States and large cities, are given re- 
tirement benefits at age 55 and 60; the American Telephone & Tele- 
graph Co., General Electric, General Motors, Du Pont, Eastman 
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Kodak, the United Mine Workers Fund, and the railroad retirement 
system all provide for retirement at age 60 and in some instances, 
at earlier ages. : 

This bill that I have proposed is concerned with preserving one of 
the most valuable assets of the Nation—the dignity, the self-respect, 
the integrity and happiness of millions of Americans who in their 
later years may find themselves unable to get work or who are physi- 
cally unable to stay at work. 

This bill will enable these people to have the benefits of retirement 
when they are most able to enjoy them. 

Gentlemen, this is not a proposal for compulsory retirement. Most 
people who are oe able to work prefer to carry on until they 
are forced out by physical infirmity. This legislation sets up a method 
of assuring, within the framework of our free-enterprise system, 
that we do not create a forgotten group of older citizens, stranded 
on an island of insecurity where they are unable to get employment 
and are temporarily ineligible for retirement benefits under social 
security. 

Second: Equally important, I am convinced, is a needed change 
in our social security law which would provide benefits at any age 
for persons who are forced to leave their jobs, because they are totally 
and permanently disabled. I urge the vital importance of my bill 
H. R. 5303 which will add further flexibility to this rigid require- 
ment. 

In the 1956 amendment, we gave partial recognition to this inequity 
in our social-security system by providing that persons aged 50 and 
over would be entitled to disability benefits. This was a step in the 
right direction, but I insist it is not enough. 

What about the younger men and women who became disabled ? 
No benefits are provided in their cases. In other words, once again 
we are setting an arbitrary age and saying to the American people 
that if they happen to have reached their 50th birthday, they will be 
entitled to benefits, but if they have not, they cannot qualify. 

Because I am convinced that the tragedy of a permanently dis- 
abling disability is as great—and possible greater—in the case of 
younger workers, I have provided in my bill that benefits will be pay- 
able at any age. This, it seems to me, is the only equitable and 
humane approach. 

We know that a crippling illness or injury does not wait until the 
50th birthday, but can strike any of us at any time. We also know 
that disability stops earnings of a breadwinner and greatly increases 
medical and hospital bills. This, gentlemen, is the time when the 
worker and his family need help the most. 

We cannot and must not any longer delay this matter of correct- 
ing this serious inequity in our system. 

In providing benefits for totally and permanently disabled at any 
uge, we will help to meet a great need at times of tragedy in millions 
of American homes. 

Third: Still another arbitrary and restrictive provision in our law 
is the one which prevents millions of our older citizens from receiv- 
ing their monthly benefits because of the limitation on the amount of 
outside income an individual may earn while receiving social security 
checks. 
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Under the present law, insured workingwomen may apply for 
retirement benefits at age 62, and men at age 65, but they are subject 
to the so-called earnings test until 72. 

Now, we know that this work clause was included in the original 
act because the main concern in the 1930’s was to encourage elderly 
people to leave the labor market, thus opening more job opportunities 
for younger people in that period of deep, widespread unemployment. 

Since then the test has sa modified from time to time over the 
years but it is still too restrictive for the economic world of today. 
The sensible way to deal with it now is to repeal it. 

Changing conditions and circumstances have altered the signifi- 
cance of the test prescribed in the law. Retired people need more 
my ry ryt income to cope with steadily rising living costs. 

ince the test applies only to income derived from employment or 
self-employment, it discriminates against earned income in favor 
of property income. No such test applies to the individual who de- 
rives his outside income from rents, stocks, bonds, private annuities, 
accumulated savings, or any other type of property. The test is an 
earnings test—not an income test. Therefore, the only people penal- 
ized by this provision are those who work to support themselves. 

Our system would operate more simply if we dispensed entirely 
with the present earnings test. I have no estimate of what it costs 
to obtain, review, and verify the millions of earnings reports, but I 
am sure the administrative expense for the trust fund alone runs into 
millions of dollars a year. 

Under my bill, H. R. 3380, restrictions on earnings are removed en- 
tirely. The high cost of living demands that we remove the limitation 
on earnings and let the older folks earn all they can. 

By doing so we will correct one of the real inequities in our system 
and make it possible for many of our senior citizens to live out their 
lives productively without penalty and thereby help them maintain 
themselves in dignity and better security. 

Fourth. Another restrictive and unfair provision which is out of 
line with the realities of present-day economic and social life, is the 
penalty the present law imposes upon working women and the wives 
of retired workers who apply for benefits at age 62 and before 65. 

My bill H. R. 3223 would remove this penalty and allow full bene- 
fits at age 62. 

I am convinced that a woman who retires at age 62 and accepts bene- 
fits at a lower rate does so either because she can no longer find work 
or is unable to work for physical reasons. I ask you gentlemen: Are 
these valid reasons to penalize her ? 
aoe penalty feature of our law is unjust, arbitrary, and unreason- 
able. 

If these provisions are retained in our law, they wil not only impose 
continuing hardships on millions of persons for whom even the full 
benefits are inadequate but they will also confront the great majority 
of these women with a harsh dilemma as each approaches that fateful 
milestone, the age of 62. 

At that point, each will be confronted with a difficult speculative 
choice which can materially and unalterably shape her own well-being 
and that of her family for literally the rest of her life. 








i- 


8 


ll 
il 


ve 


or 
is 


SOCIAL-SECURITY LEGISLATION 303 


A responsible government should not require citizens to make specu- 
lative choices, especially with respect to the individual benefits in- 
tended to comfort and support them in later years. 

We recognized that this restriction was too harsh when we exempted 
the widows and dependent mothers of insured male workers from its 
applications. We should go to the rest of the way by eliminating the 
penalty for wives and working women as well. 

Fifth. In urging liberalization of our social-security law, let me 
point out that the greatest inequity is the small benefits paid to our 
elderly citizens. 

It is most shameful—yes, even shocking—that in these times of high 
living costs and in this country of great wealth, we ask our people to 
subsist on benefits as little as $30 per month. 

We know that in most instances many of these people, who are too 
old and too ill to work, are thrown on our relief rolls, 

I believe you gentlemen will agree with me that it is about time that 
something is done by this committee to alleviate this disgraceful situa- 
tion which continues to create greater and greater hardships on our 
old folks. 

My bill, H. R. 3621, now pending before this committee, would 
increase the minimum amount payable under social security to $50 
per month. 

While it is true that $50 per month is hardly enough in these days, 
at least, by raising the minimum to $50 we would be taking a step in 
the right direction and making an honest effort to humanize our social- 
security system. 

Gentlemen, it is our duty and responsibility to see that the aged are 
able to live out their lives in dignity and security and not on charity. 
To ignore the plight of our elder citizens would be to defeat the very 
purpose of social security which is to provide adequate food, clothing, 
and shelter for our retired men and women. 

This type of legislation should be a must in the consideration by 
this committee of amendments to our social-security law. 

Sixth: While I am on this subject of urging relief to recipients of 
social-security benefits. I wish to bring to the attention of this com- 
mittee another hardship suffered by our retired men and women under 
the act. 

It is obvious that benefits under our social-security system have 
failed to keep pace with the rising cost of living. 

As a result of increase in prices since 1954, when we last raised bene- 
fits, our elderly citizens have suffered financial hardship. 

We have an obligation to those people which cannot be shirked— 
we must provide for the aged. It is our responsibility to safeguard 
these benefits against dilution by inflation. 

Since there has been a boost in prices and a rise in cost of living 
also during the past 4 years, I feel that at least a 10-percent increase 
in all monthly benefits as provided in my bill H. R. 3622 will help to 
bring up the purchasing power of these benefit checks closer to the 
current cost-of-living level. 

Seventh: One of the most grievous omissions in our social-security 
system is the failure to include brothers, sisters, and dependent rela- 
tives of a deceased individual fully insured under the act. 
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Under the present law, a dependent brother, sister or other relative 
of a deceased wage earner who was dependent upon him for support 
is left out completely. 

All of the social-security taxes paid by the wage earner are, except 
for his funeral expenses, lost by the dependents. 

This is a mistake that should never have been made. A dependent 
brother, sister, or relative could very well be in need of care and atten- 
tion as much as a parent, widow, or child of a deceased wage earner. 

Under a bill which I have reintroduced for a number of years, H. R. 
4773, if a dependent relative of an unmarried wage earner can prove 
that he or she was receiving at least one-half support from the wage 
earner, that dependent should become entitled to monthly insurance 
benefits. 

This type of legislation is fair—it’s just—it’s humane and it is my 
firm and sincere belief that this committee will render a great service 
to these “forgotten dependents” if it will correct and modify the law 
in this respect. 

Eighth: Another provision that requires adjustment and improve- 
ment in our social-security system is the one that limits the amount 
of income subject to social-security taxes to $4,200 per year. 

Under this limitation, everyone earning $4, 200 or more retires with 
the same benefits. This treats the middle-income group unfairly. 

By raising the amount of income limitation to $6,000 we will take 
care of this group by requiring more taxpayments in return for higher 
benefit payments on retirement. 

Gentlemen, I realize too and appreciate the fact that in order to 
liberalize, humanize, and improve our social-security system we must 
increase the social-security tax. I am sure that the American people 
will be most willing to pay an increase in this kind of tax because this 
is one tax which would establish a right to direct future benefits to 
the worker himself and to his family. 

In a sense, it is an investment which will pay off in the future at a 
time when earnings cease by reason of retirement. 

In making such increased taxpayments, the workers of America 
become, in effect, the “stockholders” in the social-security system. 

I urge this committee to give prompt and favorable consideration 
to these bills that I have mentioned. In doing so, you will be listen- 
ing to the plea of millions of Americans who look to you to strengthen 
our social-security system as an effective means of cushioning the pain- 
ful readjustments which are imposed upon most of our people by age, 
illness, job displacement, and the accelerating mechanization of eco- 
nomic production and distribution in this period of rapid change. 

I thank you. 

The Cuarrman. Mr. Fino, we appreciate your coming to the com- 
mittee and giving us the benefit of your views on social security. 

Are there any questions? 

Mr. Krocu. Mr. Chairman, I have no questions, but I want to 
commend my colleague from New York for his obviously studied state- 
ment, revealing his. long and deep interest in this subject matter. 

Mr. Fino. Thank you, Mr. Keogh, I appreciate your sentiments. 

The Crarrman. Are there any further questions? 

Mr. Reep. Mr. Chairman. 

The Cuarmman. Mr. Reed. 





"e 


co ~ 


One 


SOCIAL-SECURITY LEGISLATION 305 


Mr. Reep. I would like to join in expressing my appreciation for 
your appearance here, Mr. Fino, and the facts you have brought to 
our attention. 

Mr. Fino. Thank you, Mr. Reed. 

The Cuatrman. Thank you very much. 

The Chair observes that our colleague from Minnesota is now in 
the room, Mr. Blatnik ? 


STATEMENT OF REPRESENTATIVE JOHN A. BLATNIK, OF 
MINNESOTA 


The Cuarrman. What is your district number ? 

Mr. Buarnix. Mr. Chairman, and members of the committee, I am 
John A. Blatnik, a Member of Congress from the Eighth Congres- 
sional District in northeastern Minnesota. 

The CuarrmMan. You are recognized, Mr. Blatnik. 

Mr. Buiatrnik. Mr. Chairman, first of all I appreciate the considera- 
tion in being scheduled in what I know is a very tight, heavy and ex- 
tensive schedule which this committee has yet to hear on the man 
bills before the committee on various aspects of retirement, social- 
security, and old-age pension. 

With your permission, Mr. Chairman. I would like to make a brief 
oral summary statement, and then be granted permission to extend 
and revise my remarks in the body of the hearing. 

The CuarrmMan. Without objection you may do so. 

Mr. Biarntx. Mr. Chairman, I think the magnitude of the social- 
security problem is known and evident to all of us, and does not really 
call for much repetitien. But I would like to say that the most 
disturbing thing that has bothered my conscience in the 12 years that 
I have been here in Washington is that those of us who have been 
privileged to be Members of this distinguished body, the House of 
Representatives, somehow or other have not managed to adequately 
come to grips with what we have known would become an increasingly 
more grave, serious and difficult problem. 

That is taking care of the aged people in our society. 

In every sector of our economy we find increased productivity, in- 
creased value of the gross national product, increased income, in- 
creased prices, increased profits, increased value of stocks and bonds, 
increased corporate earnings. Yet the income of the aged has fallen. 
With that there has been a population increase. There were less than 
11 million people over 65 when I came to Congress 12 years ago. 
Today there are about 15 million, and, as you well know, that number 
is going to keep increasing. The problem of the next 12 years will be 
to take care of the largest percentage of children and old folks we 
have ever had in this country in our history. We have the means to 
do it. It disturbs me to have to go home and explain to these old 
people that we might get another $5 increase a month, in either their 
retirement payments or in their old-age assistance. 

IT have letters on my desk asking what help or guidance I can give 
them. Somehow, there is something that our society is lacking. 

We do not make these fine, precision gears mesh to take care of this 
certain sector. Young people are idle. Old ladies are mopping floors 
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in restaurants, banks, office buildings and hotels. Some say we cannot 
afford to increase the assistance for these people. 

Yet there are billions of dollars of surplus in powdered milk, pow- 
dered eggs, grain. If we try to look at ourselves from the outside, into 
a society blessed with the technical advance which is possible in a 
society of free men and women, to raise the general standards all 
along, somehow we have neglected the problems of the aged. 

I think it is a mark of not only the cultural level, in broad terms, 
of a society, but also a mark of social maturity of society on what 
attention, with what responsiveness, responsibility, and conscientious- 
ness, that society takes care of the aged. 

I have had the privilege of making several trips in the past 10 years 
to Europe, and have always been tremendously impressed by the work 
they have been doing in countries such as Denmark, Norway, and 
Sweden, and even Finland, working under difficult economic situ- 
ations. 

There is a wholesomeness in a country like Denmark, where they 
have a method of distribution, of reaching and making the benefits of 
medicine available to the children and to the aged, education to the 
children, taking care of the aged, in a very modest but adequate way. 

I have seen their nursing homes, I have seen their hospitals, I have 
seen their retirement homes. 

I have gone out in the country where they finance them. I do not 
know how they do it, but in conjunction with several small municipal- 
ities and several counties they finance one simple little old-age hos- 
pital, small little rooms, but neat, clean, and adequate. It is the only 
place in my life I have seen stairs in which the steps were about 36 
inches long and 2 inches high. I have talked to nurses who were 
trained, who said they had pediatricians, specialists in the care of 
babies and children, and they have specialists of not only medical 
doctors, but nurses, taking care of the problems of the old age, which 
are complex and peculiar, which involve not only the physical prob- 
lems of health aa well-being, but also the mental and psychological. 

I was impressed by the consciousness, the social awareness, the sense 
of responsibility, the wholesomeness. Truly, there was a place where 
they actually believed that taking care of fathers and mothers was a 
social responsibility, not only a practical one or an obligation, but a 
moral obligation, a religious one, if you will. They justify having 
honored thy father and mother as one of the Ten Commandments. 
Truly, if there was any place where that wholesomeness and care for 
the aged was demonstrated, it was in those countries like Denmark 
and Sweden. 

Here we still have remnants of just little vestiges of a backward, 
old, regressive, inhumane attitude. If anyone suggests in the slight- 
est, even casting a fleeting shadow of doubt that will sweep across, 
that there is something questionable, something wrong, if we advocate 
a little too strenuously more adequate care for the aging, it has been 
called in its early days socialistic. Somehow we do have in this coun- 
try a rather substantial remnant of this little negative vestige that 
somehow seems to survive, which you find way back in the medieval 
ages, where if a man could not return the 1 or 2 shillings or couple of 
pounds he borrowed, into the debtor’s jail he went. If he was men- 
tally off, into the jail he went. 
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We do have some of that prevailing in our economy. I have gone at 
great length. You have been more than patient. I will say again 
that no problem has disturbed me more than this problem. 

I also want to make the record clear, knowing the tremendous 
amount of work and the competence of the members of this distin- 

uished committee, that in no area have I found more frustrating and 
dificult problems when you get down to the specifics of trying to 
work out an equitable program. 

Tam fully aware of that. 

With all deference to the members of the committee, I know the 
have made every earnest attempt, but I do say we must break thiotsh 
this whole program. We are not going to get by very much longer 

atching up, modifying or tightening up a little hort: adding a little 
ere, tightening the guy wires, or a little here, on the patchwork that 
we call our retirement for the aged. 

If you list all of the programs you have, what a checkerboard it 
would make. It would make one of these ultramodernistic pictures 
look conservative compared to the strueture we have. It grew like 
Topsy, just grew and grew and grew. We are going to have to have 
a uniform social-security program, just as sure as we sit here. It isa 
difficult problem, but I think with the experience on this distinguished 
committee, with the staff, with the specialists both in the Govern- 
ment service and in the medical field and in the private field on this 
problem, if we all get together and concentrate, hammer through and 
get a breakthrough, we can come forth with a really up-to-date pro- 

ram. 
. I have been on the highway committee for 11 years, Mr. Chairman, 
and constantly we are told, “You can’t afford a highway program,’ 
but it was costing us as a society $5 billion a year to tolerate and 
put up with the old, obsolete, and inadequate methods. Somebody is 
paying to keep these people alive on these niggardly amounts they get. 
do think it is a great challenge. I am Pd ge to be given this 
opportunity to appear, knowing how terrifically pressed you are for 
time. I want to say, however, that in any way possible I should 
like to work with you and to share the burden, not pass the buck, not 
come here to complain about the problem and let you work out the an- 
swers and details, but in any way, no watter how small may be my 
abilities, my feeling is certainly sincere and strong and deep on this, 
if there is any way I can help, it would be a pleasure and privilege 
to work with the members of this committee. 

I thank you, Mr. Chairman. 

The Cuarrman. Mr. Blatnik, we appreciate your coming to the 
committee and discussing this matter with us. 

Are there any questions? 

Mr. King. 

Mr. Kina. I think our colleague, Mr. Blatnik, has made a most im- 
pressive plea here this morning in behalf of this point. 

You would have been pleased to have been here yesterday, Mr. Blat- 
nik, when one of the most distinguished members of this committee 
frankly stated he had for years been completely opposed to the Town- 
send proposals, but that he now had come over for the reason, in agree- 

‘ment with what you would have had to say, he was convinced the 
present social-security program would never adequately meet this 
problem under its present rules and the law. 
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Years ago when this movement first got underway, I saw it grow 
and felt the impact of it, because, as you know, I represent an area 
in southern California. Some statements were made at that time by 
persons whose business it was to ridicule matters in an effort to defeat 
them, and we all know that that is a very effective way of de-‘eating 
worthwhile proposals. 

We can understand that. But at that time, responsible men asso- 
ciated with the Government, and responsible men out of the Govern- 
ment, stated flatly that no Government could stand a $10 billion re- 
volving fund, which at that time was deemed adequate to put into 
effect the Townsend proposals. Well, we have learned a great deal 
since that time, Mr. Blatnik, about $10 billion. You can multiply 
that 6 or 7 times, and that represents only the amount that has been 
sent to countries from the United States. 

But we were deceived. Not many men at that time knew what $10 
billion was. But we were just as capable at that time of expending 
that amount as we are today to expend that amount. 

I am pleased that a plan has a supporter such as yourself, because 
you have not given up. You have stayed right with your job from 
the day you first introduced this proposal. I wish I could offer some 
direct encouragement. We are gaining some friends. When a gentle- 
man such as Mr. Mason will come over and enlist with us we have ac- 
complished something, because he is not easy to bring over or send 
away, unless he cares to agree. 

I can only say again that you have my best wishes. I, too, will co- 
operate as best I can. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions of Mr. Blatnik? 

If not, again we thank you, sir. 

Our next witness is our colleague from New York, the Honorable 
Victor L. Anfuso. 


STATEMENT OF REPRESENTATIVE VICTOR L. ANFUSO, 
OF NEW YORK 


The Cuartrman. What isthe number of your district ? 

Mr. Anruso. The Eighth Congressional, Mr. Chairman, and it ad- 
joins that of a most distinguished member of this committee, Hon. 

ugene J. Keogh. 

The Cuatrrman. I was just about ready to recognize your colleague 
Mr. Keogh. 

Mr. Kroen. Mr. Chairman, the members of this committee,. and 
particularly the majority members, when sitting as the committee 
on committees, have, on a number of occasions heard me extoll the 
capabilities and characteristics of my colleague and neighbor. I 
should be most remiss, Mr. Chairman, if I did not, in this very im- 
portant record that we are making now, expound briefly on his great 
devotion to the social problems of the day. Long before he was a 
member of our body, he devoted his obvious talents and his unlimited 
energies in the cause of improving the plight of all the citizens of 
his community and, in fact, the country. I might even go further 
and extend it beyond the borders of this country. He has made a great 
record in the field of charity and social welfare, and I am sure that 
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his experience and studied views will be well received by this 
committee. 

The Borough of Brooklyn in which both our districts are located 
can indeed be proud of the record our colleague has made, is making, 
and will make in his long and distinguished public career. 

The Cratrman. Thank you. 

Mr. Anruso. I certainly wish to thank my colleague for those fine 
remarks. I will ask that I receive a special copy so I can quote him. 

The CHainMan. You may proceed, Mr. Anfuso. 

Mr. Anruso. Mr. Chairman and members of the committee, I want 
to commend this distinguished committee for undertaking the present 
hearings on social-security legislation. 

This is a very timely and forthright step in the right direction. 
I know that you gentlemen are hard- working members, and I know 
you know the ‘subject much more than I possibly could learn it. There- 
fore, I will be very brief, knowing that you will read by statement 
in the future as I know you like to read the statements of other 
Congressmen. 

I trust that from these hearings and your deliberations there will 
come forth long-needed changes and i improvements in the Social Secu- 
rity Act for the benefit of elder ly citizens. 

in this connection, I want to thank the committee for giving me 
the opportunity to appear before you today and to discuss my “bill, 
H. R. 12568. This bill seeks to amend title IT of the Social Security 
Act by increasing benefits and reducing the retirement age. 

Only a few days ago the P esident’s economic adviser, Gabriel 
Hauge, stated in a television interview that an upswing in the current 
economic recession may begin next autumn. 

I do hope he will prove to be right in his prediction, but other 
economists believe an upturn may not come before the spring of 1959. 
At any rate, all of us are aware by now that the recession has struck 
much deeper and is lasting much longer than we anticipated. 

Many steps have been suggested in recent months, but I should like 
to see action taken through the social security system. This is a path 
to prosperity which will strike deep roots and be of more lasting value 
to all concerned. It is logical. It is less costly. It will be most 
effective. Remember that our social security system was established 
more than two decades ago as one of the major steps in combating 
the greatest depression in our history. 

It has proved to be an important factor in getting the Nation out 
of the economic mire of the 1930’s, and it can do so now too. 

The way to do it is to liberalize the benefits under the Social Security 
Act and to make them available to more of our senior citizens. It 
will repay the extra cost in two ways, by providing greater purchas- 
ing power to those who are retired, and by making more jobs avail- 
able for younger workers. 

Let me explain it in greater detail. 

Under the Full E mploy ment Act of 1946, the Federal Government 
assumed the responsibility of stimulating useful employment op- 
portunities and to promote the retirement ‘of older workers from the 
labor force and providing them with a decent standard of living. 

Let us now proceed to do so. Let us encourage as many of our older 
citizens as possible to retire, but let us provide ‘them with an aclequate 
standard of living in their retirement. 
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In so doing, we shall help them maintain their purchasing power, 
while their retirement will open up jobs for younger people who are 
now unemployed. 

I, therefore, propose that the monthly payments under the Social 
Security Act be increased to allow for the rise in the cost of living 
since World War II. 

As you well know, there has been no change in the social security 
benefits since 1954, but even at that time the increases were relatively 
little compared to the needs of the average retired person. Many of 
them have no savings and must rely for their subsistence entirely on 
the monthly social security checks. They have been victimized by 
the sharp rise in prices in recent years and are actually undergoing 
severe mental and physical anguish to keep their heads above the wa- 
ter at a time when the cost of living is at an all-time high. 

Our Nation cannot afford to let those who are forced by advanced 
age to retire from the labor force to pay a heavy toll in reduced liv- 
ing standards in their declining years. Higher costs of food have 
shrunk the dollars which they receive each month. 

In the past many of them were able to supplement their meager 
income with some outside earnings, but now these opportunities have 
greatly diminished since unemployment has markedly increased. 

My bill, H. R. 12568, proposes two major steps: 

First, reduce the retirement age for both men and women to 62 
years, but with full social-security benefits. 

Second, increase the monthly payments in the following manner: 

(a) Minimum payments are to be increased from $30 to $50 per 
month ; 

(6) Maximum payments are to be increased from the present 
$108.50 to $150; 

(c) Those falling in between to receive an across-the-board increase 
of 40 percent. 

By reducing the retirement age to 62, it is estimated that an addi- 
tional 4 million people in the 62-to-65 age group would become 
eligible to social-security benefits. In November 1957 the number of 
those receiving old-age and survivors insurance benefits was 11 mil- 
lion people. In encouraging the 4 million in the 62-65 age group 
to retire we must not only think of the 15 million who will be eligible to 
draw social-security checks, but we must also remember that 4 million 
jobs will become available for those now in the labor force who are 
unemployed. 

There is another very important’ factor that should not be over- 
looked. At the present time there are approximately 1.8 million 
people over the age of 65 who are still working. 

They are eligible to retire right now, but why are they not doing 
so? While there may be some who do not prefer to be idle, the over- 
whelming majority of these people continue to work because they can- 
not afford to retire. 

That is an expression which we hear very often, people saying 
they cannot afford to retire on the meager income of social security 
because of the high cost of living. 

But if we were to increase the monthly payments by about 40 
percent, as suggested in my bill, I dare say that at least 114 million 
of the 1.8 million over 65 still working would grab at this op- 
portunity. 
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Thus, additional hundreds of thousands of jobs would be made 
available to the unemployed and the younger workers coming into 
the labor force each month. 

By this time, I am sure the members of this committee must be 
thinking of the cost involved in realizing these proposals. After con- 
sulting with various experts, I have reached a rough estimate of $5 
billion per year if we were to add another 4 million retired people un- 
der social security and a 40 percent increase in monthly benefits for 
all; namely, 15 million retired people. 

How could we finance the additional cost? The level premium 
cost of my proposals is about 7 percent of payroll. Thus, it would 
require an increase in the payroll tax for both employer and employee 
alike of 314 percent each. They are now paying 214 percent of wages 
each, so that by adoption of my proposals for a lower retirement age 
and a 40 percent increase in benefits they would be required to pay 
about 534 percent of wages to cover the cost. 

May I assure you that I am the first to admit that it is a bit high. 
Let us recall, however, that when social] security was first introduced 
it was considered by many as a drastic step because of the payments 
involved. 

Yet, what do we find today? Today the whole Nation, with very few 
exceptions, realizes the tremendous value of this system and would 
not discard it. The people of this country do not regard it in the 
nature of a dole or getting something for nothing. Rather, it is be- 
ing considered as providing security to our older citizens after they 
have completed a lifetime of useful service, and at the same time it 
is a boon to the economy of the country which is able to maintain 
these people in dignity. 

What is needed today—and I trust that the committee will under- 
take this task in its current hearings—is an overhaul of the social se- 
curity system to bring it into step with the times and the needs of the 
people, to make its benefits fully available to the elderly people so 
that they may enjoy the fruits of their labor. I am only limiting my- 
self to title I1, others will discuss other sections of the act. 

It should also be noted that in instituting these newly proposed 
social-security benefits considerable sums could be saved in unem- 
ployment compensation and relief expenditures, since many of those 
now drawing unemployment insurance or relief checks would be able 
to retire; such figures are, of course, impossible to ascertain but they 
would be quite substantial. 

I believe that we must take cognizance of the problems of our aging 
population, and the sooner it is done the better it will be for them an 
for the whole Nation. If we continue to ignore this situation, if we 
do not provide them with a decent standard of living, we will be com- 
mitting a grave injustice to millions of our people who have every 
right to expect better treatment and greater economic security at a 
time when they can no longer be economically productive. We must 
approach their problems from a more realistic, as well as a more 
humane, point of view. 

In conclusion, enactment of my proposals would achieve the fol- 
lowing: 

1. Make possible for an additional 4 million people between 62 and 
65 to retire on social security. 
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2. Encourage an additional 1.8 million persons over 65 to retire 
on increased benefits. 

3. Provide employment for several million younger persons and de- 
ar unemployment by taking many older workers out of the labor 
gin peecimege social-security payments by approximately 40 percent, 

giving the retirees more purchasing power and a more adequate 
standard of living. 

5. Save many hundreds of millions, if not billions, of dollars an- 
nually which are now being expended on unemployment compensation 
ee on fen assistance. 

. Provide a boon to the economy which woul ing vé 
and of benefit to all Americans in endian, Serene 

These are reasonable and practicable steps. They will help elimi- 
nate major deficiencies in our social-security system and enable our 
older citizens to look forward with greater confidence to economic 
security in their old age. Let us help our elderly citizens and at the 
same time roll back the recession. The path to our Nation’s prosperity 
oe ar solution to the unemployment problem lies through social 

I thank you very much for this opportunity. 

The Cuarmman. Mr. Baker will inquire. 

Mr. Baxer. Mr. Anfuso, I know not only from your introduction by 
Mr. Keogh but also from your presentation that you have given a 
tremendous amount of thought to this entire problem. I knew that 
before you testified. Now I want to address myself to the so-called 
work clause. Would you care to express your views on elimination 
or substantial increase of the earnings test, the so-called work clause ? 

Mr. Anrvso. I am afraid that if I were to go into that subject, I 
might take too much time of the committee. f would rather confine 
myself at this time to this statement. 

Mr. Baxer. I don’t mean your basic reasoning, but just your views. 
Do you think it ought to be repealed ? 

Mr. Anruso. What should be repealed ? 

Mr. Baxer. The work clause, the $1,200 limitation. Under the 
present law, the retiree is allowed to earn only $1,200 a year in certain 
employment. Have you given much thought to that question ? 

Mr. Anruso. I am afraid not. 

Mr. Baxer. Apparently it is one of the highly controversial sub- 
jects from two points: One, apparently that the reason, as I under- 
stand, for putting it in there was not to force retirement but encourage 
retirement; plus the question of the cost. Secretary Folsom testified 
2 or 3 days ago in response to questions from me that even to reduce it 
from 72 years down to 70, taking away that limitation, would cost a 
substantial sum of money. But you are not prepared to comment on 
that ? 

Mr. Anrvuso. Iam sorry; Iam not. 

The Cuarrman. Are there any further questions? 

If not, we thank you. ad 

Our next witness will be the Honorable Hugh J. Addonizio, our 


colleague from New Jersey. 
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STATEMENT OF REPRESENTATIVE HUGH J. ADDONIZIO, OF 
NEW JERSEY 


Mr. Apponizio. Mr. Chairman and members of the committee, I am 
happy to have this opportunity to appear before this committee in 
support of certain measures to liberalize the social-security system. I 
have been very concerned that in all the furor over outer space these 
days we might neglect the needs of some very important earth people. 
I’m referring, of course, to our constituents who are over 60 years of 
age. A great number of these people are simply not getting a fair 
shake under the present retirement age and benefit levels of the old- 
age and survivors insurance program. Lowering the minimum re- 
tirement age to 60 for men ak women and raising benefits by 10 per- 
cent are necessary steps in assuring that our middle-aged and older 
citizens will not continue to suffer grave economic injustices. 

My bill, H. R. 4488, would reduce the retirement age for men from 
65 to 60, for women workers and wives from 62 with reduced annuities 
to 60 with full annuities and for widows from 62 to 60. Perhaps this 
seems paradoxical in view of longer life expectancy. But may I 
emphasize that we are talking about a voluntary, not a compulsory, 
retirement age. As a matter of fact, I am certain that very few 
newer employed persons would retire at 60 if this proposal is 
accepted. The sacrifice of income plus the psychological rewards of 
continued productive employment would keep part of them in the 
labor force. But my bill is aimed at providing income for people over 
60 who, because of sickness or economic conditions, are not able to earn 
enough for subsistence. 

We all know that aging is not a uniform chronological process. For 
every Winston Churchill and Conrad Adenauer, alert and vigorous at 
80, there are other ordinary citizens of 60 or 61 who simply do not 
have the stamina and vitality to continue in the work which they 
have done all their working lives. Is it reasonable to expect a man 
of 60 to carry 50 pounds of bricks all day in the broiling sun? There 
are others trained in one skill which has become obsolete due to 
changes in methods of manufacture. How many employers are willing 
to retrain such a person for an entirely new operation? There are 
also widows who have had no job training. Think, for a moment, of 
how many employers would open their doors to an unskilled woman 
of 60 who was not physically able to scrub floors 8 hours a day. 
Make no mistake, my hat is off to the type of businessman who would 
hire these people, but I’m afraid they are the exception. 

I’m sure that the members of this committee and, in fact, all the 
Members of Congress receive many heartbreaking letters every day 
telling of the hardships suffered by people such as those I have de- 
scribed. You know that I do not exaggerate. Let us not forget 
that many people in this age group did not have the benefit of a free 
high school education which we now tend to take for granted. Con- 
sequently they may not be prepared to undertake an entirely new 
type of work at age 60, or, equally important, they cannot persuade a 
potential employer that they could do so. 

I firmly believe that lowering the retirement age to 60 is the only 
way to meet the needs of such people while permitting them to retain 
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their self-respect. I wish to stress again that this provision is not 
going to result in large scale retirement of presently employed persons 
over 60. Even under the present retirement age of 65 the average re- 
tired serene does not begin drawing social security benefits until 
age 68. Studies have shown that the overwhelming majority of per- 
sons retire because of a company policy or for health reasons. The 
Social Security Administration found that only 5 percent of a sample 
group of beneficiaries had retired to enjoy an extended vacation. 

It is quite easy to understand why voluntary retirement under social 
security is put off as long as possible. One. reason is that OASI bene- 
fits have been so low that it would be difficult for most persons to 
maintain a respectable standard of living. This may very well force 
people to continue working even though their health and safety may 

endangered as a result. 

This brings me to my second plea for modernizing the social security 
system—a 10 percent increase in benefits across the board. Such an 
increase is not so large as to encourage voluntary retirement of persons 
in good health but it is the minimum increase required to correct the 
steady erosion of purchasing power of our retired persons’ fixed in- 
comes. The current inflation in a recession gets them coming and 
going. It is even harder for older people to find work than it nor- 
mally would be and yet the prices they pay for essentials like food 
and medical care go up, up, up. 

The last time we increased social security benefits was in 1954. 
True, that was only 4 years ago, but in those 4 years the cost of living 
has climbed from 114.8 to 123.5, and there is no prospect of a drop in 
the next few months at least. 

When we look at the pattern of wages and income over the last 4 
years we see the same upward trend hourly wages up more than 16 
percent, disposable personal income up more than 10 percent. Mean- 
while those people struggling to make ends meet on 1954 social security 
benefits can buy less and less with that fixed income. 

The Congress has recognized this situation in giving favorable con- 
sideration to a 10 percent increase for those receiving civil service 
retirement benefits. I have been happy to support this measure and 
I believe that the same reasoning dictates a comparable raise for those 
retired under social security. 

May I remind the committee that the present benefits for retired 
workers range from $30 to $108.50 per month and that the average 
benefit is $64. Surely an increase of 10 percent in these levels is not 
going to promote riotous extravagant living for these people. 

In support of my opinion that this increase is necessary and con- 
servative, may I point out that a 1950 budget for an urban elderly 
couple designed to provide a modest but adequate standard of living 
was priced at $155 a month for Washington, D.C. The budget allowed 
less than $1.50 per day per person for food, $56 a month for rent, less 
than $3 per week for medical care for both persons, and $1 a week 
for transportation. Because the cost of living has gone up nearly 20 
percent since 1950 that same budget would cost roughly $185 now. 
With the 10 percent benefit increase the maximum benefit for a retired 
worker and his wife would be $179. Surely this is not too much for 
our older citizens to expect from Congress. 

The social-security benefit structure must keep up with a dynamic 
economy. This purpose is well expressed in The Challenge to Amer- 
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ica: Its Economic and Social Aspects, by the Rockefeller Brothers 
Fund. This recent report states: 

“The wage base and the benefit structure of the OASDI system must 
be reviewed periodically with a view toward keeping benefit levels 
up to date in relation to prices and wages. By this we do not mean to 
advocate successive benefit increases not justified by changing condi- 
tions; but we urge a realistic recognition that the OASDI system is 
an evolving structure which to be effective must be kept current with 
economic facts.” 

I am proud to be the member of a party which has always been 
sensitive to the needs and aspirations of the less fortunate groups in 
our society. It was under Democratic leadership that the social- 
security system was established and as a party we have been continu- 
ally alert to the need for improvement. In the first of his major policy 
statements on his concept of a new America, Adlai E. Stevenson out- 
lined a comprehensive and responsible program for the welfare of our 
older citizens, What he had to say in 1956 is equally applicable today. 

I believe that a good place to start on the new America program is the 
welfare of our older citizens. 

It is they who have contributed most to making America the land it is today. 
Yet they benefit least from its enrichment. 

We are doing more to meet our obligations to our older citizens today than 
we were a generation ago. The New Deal greatly bettered the plight of the old, 
as it bettered the plight of every other group in the population. The goal of 
the New Deal years for older people was the achievement of security. The 
social-security program a landmark in our Nation’s progress toward social 
responsibility, was a substantial, though still incomplete stride toward that 

oal. 
. But security has meant only the minimum necessary to keep life in a body. 
The goals of the new America must go far beyond the guaranty of subsistence. 
The new America thinks in terms not just of life’s preservation, but of its pur- 
pose. It looks, not just to man’s survival, but to his triumph. 

The new America aims at more than social security. It seeks the greater 
objective—the guaranty of human dignity. 

Our parents and grandparents deserve more than the privilege of eking out 
their last years in anxiety and privation. They deserve the comfort and grati- 
tude which our abundant society is at last in a position to render them * * *. 

One part of Stevenson’s program was an examination of benefit 
levels which, he stated, clearly had not kept pace with the rising cost 
of living. If this was true in 1956 the situation is even more acute 2 
years later, in 1958, since in the meantime the cost of living has risen 
over 7 percent. 

The concept of social security has become completely accepted as 
part of the American way of life. We must gear the system to changes 
in the standard of living in this country and bring it into line with 
current realities. The soaring costs of medical care underscore the 
need for prompt attention to the proposals before the committee with 
respect to medical aid to recipients of social-security benefits. The 
problems of the aging and the indigent on all types of community 
supported agencies grow steadily more acute. 

In closing I would like to point out how these measures will have 
national and international implications. By placing a moderate addi- 
tional amount of purchasing power in the hands of a low-income group 
we will be striking at the roots of the present recession. It is well 
known that low-income persons must spend a large proportion of their 
incomes in order to live, and since older persons have relatively less 
need to save for the future, the increase in benefits will go directly 
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back into circulation creating more demand for goods and services 
and consequently more jobs for everyone. As for the international 
implications, we know that capitalism is on trial in the eyes of the 
uncommitted areas of the world. They are watching us carefully to 
see how we cope with our social and economic problems. The plight 
of our aged and of our various dependent groups could well become 
a propaganda tool for the enemies of capitalism as powerful as the 
sputniks. Moreover, a continuation or worsening of the current re- 
cession could confirm fears abroad that democratic capitalism cannot 
provide continued stability and prosperity. 

Therefore, for the good of our citizens, for the health of the economy 
and for our national prestige, I urge that you recommend to the House 
the passage of legislation to make our social-security system a sounder, 
more just, and more comprehensive system. 

Thank you. 

The Cuairman. Thank you, Mr. Addonizio, for giving us your 
views. 

Our next witness is our colleague, the Honorable Frank E. Smith, 
of Mississippi. 


STATEMENT OF REPRESENTATIVE FRANK E. SMITH, OF 
MISSISSIPPI 


Mr. Smirn. Mr. Chairman, I am glad your committee has called 
these hearings on proposed amendments to the Social Security Act, 
and I particularly appreciate this opportunity to urge your favorable 
consideration of my bill, H. R. 456. 

H. R. 456 is intended to correct what seems to me one of the most 
serious of the injustices that develop from the present language of 
the act and the regulations issued by the administration thereunder. 

As Section 202 of the Social Security Act is presently worded, and 
as it is interpreted by the Social Security Administration, the de- 
pendent of an insured individual is not eligible for survivor’s benefits 
if the insured has not actually been providing one-half of the de- 
pendent’s support during the last 12 months of his life. I recognize 
and support the importance of requiring a showing that the insured 
did in fact provide one-half the support of the dependent who claims 
survivor’s benefits. At the same time, there are circumstances under 
which the insured is incapable of earning and thus providing support, 
but the dependent remains in fact the dependent of the insured. 

This can perhaps best be explained by an example. A widow lived 
with her unmarried son, who supported her. She had other children, 
but they did not contribute to her support. He was insured under 
the act. He became ill about 14 months preceding his death, and 
totally unable to work. His mother rented a couple of rooms in the 
house to obtain some income; he received help under the welfare 
program; two other children contributed such sums as they were 
able, the total of these sums from various sources being the income 
of the household for the support of both mother and son during his 
illness and until his death. The mother applied for survivor’s bene- 
fits under the act, on the basis of her son’s wage record, and her 
claim was denied. 

The Social Security Administration contended that at the time of 
the son’s death, his mother was not dependent upon him for support 
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because he was not supporting her. The statement is undeniable— 
he wasn’t supporting anybody, including himself: The Social Se- 
curity Administration also contended that a dependency relationship 
had been established with the other children. That is deniable—they 
was not supporting their mother, they were only giving what little 
they could to help both mother and brother get along in the emer- 
gency situation. 

There are many cases like this. The wage earner is compelled by 
law to contribute to the social-security system. He assumes, and his 
dependents assume, that those contributions will provide them with 
some security in the event of his death. He doesn’t die a quick death— 
he is ill for some time, and in the meantime body and soul must be 
kept together somehow. Because the dependents do manage one way 
or another to squeeze through the emergency, they are denied the 
benefits their provider has honestly earned, on the ground that he 
wasn’t still supporting them when he died, hadn’t supported them 
within the last year of his life, and support had been obtained else- 
where. 

I do not believe that this position on the part of the Social Security 
Administration reflects the intent of Congress in providing sur- 
vivor’s benefits. I do believe that people in this kind of position 
should be given protection against stringent regulations issued by the 
Administration. I do believe survivors in this position deserve to 
receive the benefits earned by the wage earner under compulsory con- 
tribution to the social-security system. 

For these reasons, I believe the act should be amended to provide 
clearly and unequivocably that a survivor will be entitled to benefits, 
insofar as a showing of support by the wage earner is concerned, if 
the wage earner was providing the required portion of the survivor’s 
support at the time he became ill or was injured, rather than at the 
time of his eventual death. 

I hope the committee will be able to take early and favorable ac- 
tion on H. R. 456. If I can give the committee any additional in- 
formation with respect to the bill, I will be more than glad to do so. 

Our next witness is our colleague the Honorable DeWitt S. Hyde, 
of Maryland. 


STATEMENT OF REPRESENTATIVE DeWITT S. HYDE, OF MARYLAND 


Mr. Hype. Mr, Chairman, while you are considering legislation 
dealing with amendments to the Social Security Act, I would like to 
call your attention to the many hardships caused by the limitation on 
earned income which was put in the bill by Congress. If a person is 
fortunate enough to provide for several thousands of dollars a year 
income through investments, business, or retirement, he can receive 
this income and still get social security. If, however, an individual 
makes more than $1,200 in earnings during a year, he is not eligible 
to receive social security. I believe we should encourage our people 
to provide for incomes in their later years and should provide an in- 
centive to do so. This, I am sure, was the reason a limitation was put 
on earned income. What we do have to remember, however, is this: 
Those who do have an adequate income from other means will not 
need to supplement this income by working. Actually, the limitation 
hurts those who need to earn an income in order to exist, and I believe 
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we must all admit, in this day of high costs, the ceiling of $1,200 is 
pretty unrealistic. My bill provides that this ceiling of $1,200 be in- 
creased to $2,400 which I know, from contact with the people in my 
district, will relieve many of our older people. 

I would like to urge your favorable consideration of this amendment 
to the Social Security Act. 

My bill isas follows: 


[H. R. 12847, 85th Cong., 2d sess.] 


A BILL To amend title II of the Social Security Act to increase the amount of outside 
earnings permitted without deductions from benefits thereunder 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subsections (e) (1) and (e) (2) 
of section 203 of the Social Security Act are each amended by striking out 
$1,200” wherever it appears and inserting in lieu thereof “$2,400”. 

(b) Subsections (e) (1), (e) (2), and (g) (1) of such section 208 are each 
amended by striking out “$100” and inserting in lieu thereof “$200”. 

Sec. 2. The amendments made by the first section of this Act shall apply (1) 
in the case of any individual entitled to old-age insurance benefits under title 
II of the Social Security Act, with respect to monthly benefits under such title II 
for months in any taxable year (of such individual) ending on or after the date 
of the enactment of this Act; and (2) in the case of any individual entitled 
to monthly benefits under title II of the Social Security Act on the basis of the 
wages and self-employment income of another individual, with respect to monthly 
benefits under such title II for months in any taxable year (of such other indi- 
vidual) ending on or after the date of the enactment of this Act. 


Thank you, Mr. Hyde. 


Our next witness is our colleague, the Honorable Frank Thompson, 
of New Jersey. 


STATEMENT OF REPRESENTATIVE FRANK THOMPSON, OF 
NEW JERSEY 


Mr. THompson. Mr. Chairman and members of the committee, I 
am particularly pleased that the Committee on Ways and Means of 
the House of Representatives is holding hearings on legislation to 
amend the Social Security Act, since I feel that revision of our pro- 
grams to assist our aged is long overdue. Unfortunately, many of 
cur plans for help to our elder citizens are not geared to present-day 
needs and conditions, and in this respect I refer particularly to the 
public-assistance section of the Social Security Act, which is totally 
inadequate to meet the requirements both economically and emotion- 
ally of that segment of our population which it affects. Because of 
this situation, I have cosponsored with Congressman James Roosevelt 
(Democrat, of California) and Senator Hubert H. Humphrey (Demo- 
crat, of Minnesota) legislation known as the Humanitarian and Old- 
Age Rights Act and I ask that the members of the committee consider 
most carefully H. R. 6911, which I have introduced. 

While it is true that Congress has been continuously concerned with 
the low benefits given our needy aged, blind, physically handicapped, 
and dependent children, and has, in several instances, adopted legisla- 
tion to increase Federal contributions to the States for this program, 
it has given almost no consideration to the problem of assuring our 
needy citizens that they will be treated humanely under the adminis- 
tration of the Public Assistance Act, in spite of the fact that public 
assistance was the first great program in the field of security for our 
aged, dependent children, and physically handicapped. 
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While providing monetary assistance to those who are elderly is of 
vital concern, equally vital and necessary, I believe, is a program 
which will safeguard those unfortunate citizens from undue harass- 
ment and intimidation and protect them in their rightful human 
dignity. Too often, in so large an overall program, we overlook those 
personal relationships which are as much a part of the program as 
financial assistance. When we realize that the average age of persons 
receiving old age assistance is now over 75, we can appreciate the 
emphasis which must be placed on humanizing our public assistance 
program. Through the adoption of this legislation we would for the 
first time be establishing a so-called legislative intent that public 
assistance should be administered humanely and promptly, with due 
regard for the preservation of family life: and without discrimina- 
tion on account of race, sex, religion or political affiliation; and that 
the assistance laws be liberally construed. 

Briefly, my bill contains the following provisions: 

(1) The age requirement for old age assistance recipients shall be 
the same as that established for old age beneficiaries under title II of 
the Social Security Act. 

Unforunately, this change was not made when the social securit 
amendments were considered last year. The need for such a provi- 
sion is obvious when we realize the low minimum benefits which are 
paid to many under the OASI program. <A great many beneficiaries 
are unable to maintain themselves on these low payments and must 
apply for public assistance. 

(2) The aged and handicapped on public assistance would be al- 
lowed to earn up to $50 per month. 

There appears to be widespread interest in Congress in support of 
this provision, but, unfortunately, no legislation has been enacted to 
provide this. One of the basic factors in any assistance program is 
the opportunity given recipients to earn money themselves and thereb 
encouraging self-reliance, self-support and rehabilitation. Records 
have shown that not all of our aged citizens receiving public assist- 
ance are incapable of future independence and while there are many 
who because of disabilities and advanced age are unable to earn even 
small amount, still others are capable of earning something on the 
outside and contributing to our economic life as well. 

(3) Recipients may own a home of an assessed value, less all en- 
cumbrances, up to $5,000 free from the imposition of a lien. 

A study of this whole problem has convinced me that one of the 
great deterrents to our aged citizens applying for public assistance 
when they desperately need it, is the requirement that they sign over 
their homes as a basis of receiving this help. In many cases these 
properties are the only substantial evidence of a lifetime of hard work 
and frugality, and it seems unthinkable that in a country such as 
ours with boundless resources, one of the requirements for such aid 
is the relinquishment of an elderly poe last remaining possession. 
To apply for assistance at all is often difficult for our aged, but the 
emotional strain is compounded by such unfair requirements. To 
deprive them of their homes at so critical at time must only deepen 
their anguish and their sense of dependence upon Government. 

(4) The practice of enforcing collections from the relatives of re- 
cipients would be eliminated. 
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While we all agree that children have a moral responsibility to 
care for their parents if they can reasonably afford to do so, I believe 
that this is a problem which should be handled through State support 
law, and should not be used as an axe for harassment in the public- 
assistance program. Unfortunately, inequities do arise particularly in 
connection with this phase of the program, and those who most need 
help—our aged—suffer. 

(5) Publishing the names of recipients would be prohibited. 

This provision, I feel, is very badly needed, and would certainly 
eliminate the so-called shame list, which, unfortunately, is used by all 
too many States. Such a practice has no place in present day living 
and the element of publicity should play no part in assisting our 
elderly. The emphasis should be on need and human dignity, 
throughout. 

(6) No person receiving such public aid would be deemed a pauper. 

The very use of the word “pauper” carries a connotation which we 
as Americans wish to avoid in our assistance programs. It smacks 
of national economic inadequacy and reminds us of the “ill-fed, ill- 
clothed and ill-housed” of which the last President Roosevelt spoke. 
Those who seek public assistance are not paupers, but respected cit- 
izens who have all too often been crushed “a adversity momentarily, 
or, who in their later years have found that illness or other affilictions 
have dissipated their savings, or ended their earning capacity. They 
thus turn to a Government which they have supported during their 
ee and productive years. If we are to maintain the standard of 
1uman dignity which befits our Nation, the term “pauper” must be 
eliminated from the administration of our public assistance programs. 

(7) Finally, the program would be administered by each State. 

The purpose of this provision, as you will readily see, is to insure 
uniform treatment of the needy in all political subdivisions. 

I have outlined in some detail the amendments which I feel must 
be made to the present law if our public assistance for the aged is to 
be made most effective. This is a problem which involves much more 
than money, it involves priceless human values. While it is true that 
we must consider the dollars spent in this program I think that the 
long-range concept—and certainly one which all Americans support— 
is assistance to the needy without degradation and a breakdown of 
human dignity. Our goal] should be to build and enrich their lives so 
that our aged can continue to contribute their share toward our eco- 
nomic and social life. 

The CHatrman. Thank you, Mr. Thompson, for giving us your 
views on this subject. 

The CnHatrman. Our next witness is the commissioner of social 
welfare of the Virgin Islands. 

Although we quite well recall your previous appearances before the 
committee, will you identify yourself for this record, please, by giving 
us your name and the capacity in which you appear? 


STATEMENT OF ROY W. BORNN, COMMISSIONER OF SOCIAL WEL- 
FARE FOR THE VIRGIN ISLANDS OF THE UNITED STATES 


Mr. Bornn. Mr. Chairman, for the record, my name is Roy W. 
Bornn. I am commissioner of social welfare for the Government of 
the Virgin Islands of the United States. 
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The Cuarrman. You are recognized. 

Mr. Bornn. To many of you, I think I am not an unfamiliar wit- 
ness for in the past years you have accorded me the privilege and 
honor of appearing before your distinguished committee on several 
occasions, advocating extension of United States citizens in the Virgin 
Islands. 

To many of you I am not an unfamiliar witness, for, in past years, 
you have accorded me the privilege and honor of appearing before 
your distinguished committee on several occasions, advocating exten- 
sion to United States citizens in the Virgin Islands of the benefits as 
well as responsibilities of the Federal social-security program of our 
Nation. 

Let me record here the deep appreciation felt by the government 
and people of the Virgin Islands for the favorable action your com- 
mittee has taken in behalf our people in past years, and our confidence 
that you will give earnest and sympathetic consideration to the un- 
solved problems that still exist in regard to the application of the Fed- 
eral social-security laws to our islands. 

When in 1935, the Federal social-security program was enacted for 
our Nation, the Virgin Islands were not at first included. Asa result 
of friendly recommendations by your committee, the child health and 
welfare title was extended to our islands in 1947, all the public assist- 
ance titles in 1950, and the old age and survivors insurance program 
in 1951. 

These programs have proved invaluable to our islands. The old- 
age and survivors insurance program, operating in the Virgin Islands 
on exactly the same basis as in the United States has been solidly ac- 
cepted by our people. 

tte tee and employers alike (including our local government, 
which has covered all its staff under the Federal program) are cheer- 
fully paying the identical payroll taxes paid by employees and em- 
ployers throughout our Nation, and retired workers are receiving the 
same benefits. 

The public-assistance and child-welfare programs in our islands 
are also doing a valuable job in their fields, but, unfortunately, 
unlike the happy situation obtaining in OASI, certain special lim- 
itations have been placed upon the assistance and child-welfare pro- 
grams as they apply in the Virgin Islands, and these have hampered 
program operations and reduced the good they otherwise would have 
accomplished for our people. 

It is concerning these unfortunate limitations that I come to testify 
before you today. 


THE PUBLIC-ASSISTANCE PROGRAM 


Since 1950, the Virgin Islands government, through our department 
of social welfare, has operated active programs in all the Federal 
public-assistance titles, appropriating ever-increasing sums from our 
local treasury and thus gradually improving the inadequate assistance 
so far available. 

Our local effort has been hampered by the several special unfavor- 
able provisions which have applied to Federal participation in the 
Virgin Islands program. 
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These special provisions restrict Federal matching to 1 Federal 
to 1 Virgin Islands dollar, as compared with the variable formula 
applicable on the mainland which matches 4 Federal dollars to 
1 State dollar in approximately the first half of the grants, then 
dollar for dollar thereafter up to the case maximums. 

They also set lower individual maximums for Federal matching 
in the Virgin Islands, of $30 per month per person in the adult cate- 
gories (as compared with $55 in the United States), and of $18 and 
$12 per month per child (as compared with $30 and $21 in the United 
States), and $18 for the Virgin Islands “caretaker” in ADC (as com- 
pared with $30 in the United States). 

Matching for the “caretaker” in the Virgin Islands was not added 
until 1956. Finally, included among the original special provisions 
was an overall limitation of $160,000 on the total annual Federal 
participation in the assistance program of the Virgin Islands, which 
limitation was raised by the 1956 amendments to $200,000. 


BILL H. R. 6656 


I come before you today to appeal most earnestly for favorable 
action on bill H. R. 6656, introduced by a member of your committee, 
Hon. Herman P. Eberharter, to raise the aforesaid overall limitation 
from $200,000 to $300,000. 

Although there are many provisions in the act applying to the 
Virgin Islands, this raising of the ceiling on our annual participation 
by the Federal Government from $200,000 is our very limited ob- 
jective at this session, an objective which we hope sincerely your 
committee will adopt. 

I could, with justice, ask you to place the Virgin Islands in the same 
position as the rest of the Nation—»y putting our matching formula 
In every respect on the same basis as elsewhere under the American 
flag—and by removing the overall] limitation altogether. We wish you 
could do all this. But, if Congress is not ready to do all of this, we 
urge that at least Congress raise the overall limitation to $300,000 
since the current limitation represents at present the most serious of 
all our difficulties in our effort to do a sound job of assistance to needy 
people in our islands. 

Despite the unfavorable Federal matching formula applicable in 
individual cases to our islands, we have been earning close to $190,000 
each year for the past 2 years in Federal matching for a straight 
public assistance program. 

This includes medicines and medical appliances purchased on pre- 
scriptions for public assistance clients; but, because of the $200,000 
limitation, it does not cover medical care such as physicians’ services 
hospitalization, etc., which costs must therefore currently be carrie 
by our health department from local funds. With increases in local 
appropriations already passed by our legislature for fiscal year 1959, 
we shall be earning, in 1959, for straight public assistance, Federal 
matching exceeding to a small extent the current limitation of $200,- 
000. We shall receive this excess only if Congress acts favorably on 
bill H. R. 6656 which is before you. 
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This increase will go to improve only a little our deplorably low 
assistance standards covering the daily requirements of life; they 
will leave unchanged our medical care provisions (restricted to medi- 
cines and appliances). 

Even with these 1959 improvements, our assistance standards will 
provide only $12 per month for food for an adult (40 cents a day or 
about 13 cents a meal) and for clothing only $3.50 per month. 

A single person living alone will receive 7 cents a day extra for 
food. Persons suffering from anemia, tuberculosis, malnutrition, and 
diabetes, will receive an extra 18 cents a day for special diets required. 

The maximum rental allowances for 2 persons, now $6 per month, 
will increase to $9 a month. Laundry allowances for those too feeble 
to perform this service for themselves will be increased from $1 to $2 
per month for a single person, with 50 cents per month added, the 
same as in the past, for additional persons in the family group. 

The total grants for all needs will average in 1959 only $21 per 
month per person for adults and $9.60 per month per person in aid to 
dependent children. 

Denpite these poor standards, and despite the fact that we shall not 
be claiming medical care costs actually being paid through our health 
department, we shall be earning in 1959 Federal matching in excess 
of the limitation of $200,000, and some of this matching earned will 
be denied us. 

CASELOADS 


And this excess over the Federal $200,000 limitation cannot be blamed 
on a high caseload, for our recipient rates are low compared to the 
average in the United States. We run a sound, conservative program 
of public assistance in the Virgin Islands. 

The United States Department of Health, Education, and Welfare, 
which supervises our program very carefully, can, and I believe will, 
attest to that record. 

Official national statistics, as compiled by the United States Depart- 
ment of Health, Education, and Welfare, also bear this out very clearly. 
Data for December 1955, the latest which have reached us, showed 
that recipient rates in the Virgin Islands in OAA and OASI com- 
bined were 452 per 1,000 persons in the population 65 years of age and 
over, as compared with 617 per 1,000 in continental United States. 

The Virgin Islands combined recipient rate was only 73 percent of 
the national rate. The total actual count of persons receiving old-age 
assistance in the Virgin Islands decreased from 677 persons in Decem- 
ber 1955 to 619 persons in May 1958. Our combined recipient rate is 
probably now even less than the 73 percent of the national rate it rep- 
resented in 1955. 

Improvement of assistance rates prevented by $200,000 limitation: 
We need badly to improve our deplorably low assistance rates. People 
forced to exist on 13 cents per meal suffer serious privations. Unfor- 
tunately, living costs in the islands are high because we must import 
most of what we wear and eat. 

Consequently, 13 cents per meal means just as much, or even more, 
in privation than it might at first seem to you. We want very much 
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to raise these rates. We need to. We have done much already from 
local finances. 

Local contributions to the program have increased from approxi- 
mately $137,000 in 1951-52 to approximately $275,000 for fiscal year 
1959, 

They have more than doubled in 7 years. The low assistance rates 
existing make a tragic demand upon our human sympathies that we 
raise still more local money to improve the standards. 

,_ But we cannot make much headway if, from this point on, we must 

o it alone,” without any Federal aid whatever; and will be the case 

the amount of the present limitation, $200,000, already exceeded, is 
ag increased or removed. 

Actually, the poor economy of our islands, the low per capita income 
(only perhaps one-fourth to one-fifth the per capita income on the 
mainland), and the consequent poor governmental revenues, justify 
for the islands the benefits of the variable matching formula which 
accrue to low-income States of the Union. By reason of the variable 
formula, these low-income States receive between three and four 
Federal dollars for each dollar they spend in assistance, while 
the Virgin Islands receive only one Federal dollar for each local 
dollar we spend. 

We are not urging at this time any change in this dollar for dollar 
matching for the Virgin Islands, but we do feel that it would be just 
for the United States Government to make available to use all the 
matching earned so dearly, and that no part of these earnings should 
be cut off by the $200,000 limitation mentioned, which has no relation- 
ship that I know of to the needs of the program or the population of 
the islands or any other significant factor. 

Despite much inquiry, ‘L have been unable to find any formula or 
other basis for pegging the limitation at this figure. 

Surely a limitation should not exist which cuts off Federal par- 
ticipation in a program at a point where the recipient rate and the 
assistance rates are all lower than the national averages. 

The $200,000 limitation denies the Virgin Islands medic al care bene- 
fits, At this point I must again emphasize another serious deprivation 
that the $200,000 limitation imposes upon the Virgin Islands. The 
medical care provisions included in the 1956 public-assistance amend- 
ments apply to the Virgin Islands, as elsewhere in the Nation. But, 
because of the $200, 000 ceiling, we do not receive any Federal aid 
whatever in this area (except for the small amount earned on medi- 
cine prescriptions filled for our public-assistance clients.) 

With current caseloads and the existing 6-3 medical-care formula, 
Congress offers the Virgin Islands with one hand approximately 
$50,000 of Federal matching annually—but with the other hand, 
through the $200,000 limitation, it withdraws this benefit entirely. 

We are easily earning this matching by the medical care our Gov- 
ernment is providing clients, but we are e denied it. 

The $200,000 limitation would be a serious obstacle in mobilizing 
forces against a recession. 

Another consideration I beg of you to note earnestly. The $200,000 
limitation is being exceeded ‘by a program covering only assistance 
(without medical care), in times of fairly normal employment in our 
islands. 
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If a business recession sets in and unemployment becomes preva- 
lent, the $200,000 limitation would deny us any Federal help what- 
ever to meet the emergency demands which would arise. 

With the decreased revenues of our local Government resulting from 
a recession, and without any increase in Federal participation, we 
would be unable to meet the increased need that would result within 
the caseload by reduced earnings of breadwinners in assistance fam- 
ilies, and by increase of the caseload in general. 


OTHER NEEDS TO MEET RECESSION DEVELOPMENTS 


In connection with the risk of a possible recession, from which 
danger no part of our Nation is secure (our tourist economy would 
respond disastrously to any serious recession which may afilict the 
mainland), I should like, in passing, to state my unqualified support 
for any action tending to broaden the ADC program to cover needy 
children in whatever setting they may be found, and to broaden the 
APTD program to cover needy disabled persons even if their disa- 
bility is not apparently permanent. 

e hope earnestly that any such action will apply to the program 
in the Virgin Islands where these needs exist just as in. other parts 
of the Nation. 


UNITED STATES SENATE ALREADY PASSED LEGISLATION TO INCREASE LIMI- 
TATION TO $300,000 


Finally, I should like to point out that the United States Senate, 
in 1956, already passed an amendment to increase the limitation on 
Federal participation in the VI assistance program to $300,000, as is 
now proposed in bill H. R. 6656. 

This followed favorable recommendation on the matter by the 
two Federal departments concerned, the Department of Health, Edu- \ 
cation, and Welfare, and the Department of the Interior, and clear- 
ance by the Bureau of the Budget. 

This amendment failed only in the Senate-House conference on 
the social-security bills passed that year. This indicates clearly, I 
believe, Senate sympathy for our case. 

It is earnestly to be hoped that this time the House of Represent- 
atives will make the first move to accomplish this necessary but long- 
delayed action, and that Senate concurrence will be obtained. 

I should like to pass now to certain considerations in the child- 
welfare program in the Virgin Islands. 


THE CHILD-WELFARE PROGRAM 


The Virgin Islands are suffering from a queer development in the 
relationship between the basic laws and the appropriation laws gov- 
erning the child-welfare program, which development occurred in 
fiscal year 1958. 

For a few years before and until 1957, the basic law authorized a 
total of $10 million for this program, nationwide, and specified a 
basic grant of $40,000 for each State or Territory, the remainder, 
after payment of these basic grants, to be allocated among the States 
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and Territories on the proportion of their rural child population to 
that of the Nation. 

When the amount actually appropriated for 1957 was only $8,361,- 
000 instead of the $10 million authorized, the basic grant per State 
of $40,000 authorized was cut propor tionately to $33,444. 

This was in accord with the practice of preceding years. It must 
be noted here that, in preceding years, each time the nationwide au- 
thorization was increased, the authorized basic grant for each State 
or Territory was proportionately increased. Therefore, any reduc- 
tion in the annual appropriation as compared with the increased 
nationwide authorization resulted in a comparable reduction from 
a comparably increased State authorization. 

But in 1958 something different happened. The nationwide au- 
thorization for the child-welfare program was increased from $10 
million to $12 million but the basic grant per State remained at the 
same $40,000 as in previous years. When Congress appropriated 
only $10 million of the $12 million authorized, the actual basic grant 
allowed each State was reduced by 16.66 percent to $33,333. Thus, 
despite an increase of 20 percent in the annual congressional appro- 
priation, the basic grant per State was reduced from $33,444 in 1957 
to $33,333 in 1958, a loss of $111. 

In the case of most States this reduction of the basic grant reach- 
ing the State was more than compensated for by the fact that the 
rest of its allocation for child welfare services (based on the ratio 
of its rural child population to that of the Nation) was greatly 
increased. 

But, in the case of the Virgin Islands, where we have a very small 
population in general (and consequently a very small proportion of 
the rural child popul: ition, of the Nation), our allocation on the basis 
of population was only $1,524, an increase of only $262 over the 
population allocation for 1957. 

With $111 lost on our basic grant, and $262 gained on our popula- 
tion grant, we made a net gain of only $151, whereas, the appropria- 
tion increase of 20 percent from 1957 to 1958 should normally have 
brought us an increase in the vicinity of $6,941. We are about $6,800 
short of what would normally be expected from the Appropriation 
Act of Congress. 

The need for child welfare services in these islands is very great. 
With a high incidence of broken homes, with many parents forced 
to migrate to the mainland in search of a livelihood leaving behind 
children inadequately cared for, with a great need for foster home 
and institutional care of children and with casework services needed 
by families, courts, schools, the mental health clinic, and so forth, 
we have heavy demands for child welfare services. Local resources 
are inadequate to meet the demands and improved grants from the 
Federal Government are urgently needed. 


CONGRESSIONAL ACTION NEEDED 


It is our earnest hope that some action can be taken by Congress to 
correct the difficulty we face, which we somehow believe it was not 
the intention of Congress to impose upon us. We believe that Con- 
gress did not take note that the increase of the overall authorization 
without a corresponding increase in the authorized basic grant per 
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State would have this untoward effect upon the funds reaching a 
small territory like ours. We believe that 1 or 2 other jurisdictions 
within the Nation with very small rural populations may have simi- 
larly been hurt by this unusual development. 

It appears that Congress might meet the problem in several ways. 
It might indicate that the basic State grants are to be paid in full 
from each annual appropriation before the allocations on the basis 
of population are made. ; 

r Congress might raise the authorized basic State grants in the 
same proportion as the overall authorization was increased for 1958. 
Or Congress might otherwise set a floor below which the total payment 
to a small State should not fall. 

I deeply and sincerely appreciate the opportunity your august 
committee has afforded me to present to you the problems of our peo- 
ple and islands. 

I rest our case in your hands in the earnest hope that your commit- 
tee and the Congress will act in this session to bring help and happi- 
ness to the aged, the blind, the disabled, and the children of the Virgin 
Islands. 

The Cuatrman. We thank you very much for bringing to our at- 
tention the problems that exist in the Virgin Islands. I want to com- 
pliment you on the very fine manner in which you presented these 
problems. 

Are there any questions? 

Mr. King will inquire. 

Mr. Kine. I, too, Mr. Chairman, want to compliment the Commis- 
sioner on an excellent and most persuasive statement. 

Mr. Bornn. Thank you, sir. 

The Cuatrman. Are there any further questions? 

If not, we thank you again. 

Ouf next witness is director of the Cook County Department of 
Public Welfare, Mr. Raymond Hilliard. 

For purposes of this record, will you identify yourself by name, 
address, and the capacity in which you appear? 


STATEMENT OF RAYMOND HILLIARD, DIRECTOR, COOK COUNTY 
DEPARTMENT OF PUBLIC WELFARE, CHICAGO, ILL. 


Mr. Hiti1arp. I am Raymond M. Hilliard, director of the Cook 
County Department of Welfare in Chicago, Ill. Before coming to 
Cook County, I had been commissioner of welfare of the city of New 
York and also executive director of the Welfare and Health Council 
of New York City. Before that I was executive secretary of the Illi- 
nois Public Aid Commission. 

The Cuamman. You, of course, know a very distinguished Member 
who comes from Cook County in the State of Illinois, and another 
distinguished Member who comes from south of Cook County, Mr. 
Mason. 

Mr. Hixurarp. I do, indeed. I am proud and honored that they 
have chosen to sit through these remarks. 

Mr. Chairman and gentlemen of the committee, I should like to 
present for your consideration four recommendations: 

1. The establishment in Federal law of certain basic standards of 
eligibility for public assistance would result in substantial savings in 
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Federal expenditures, particularly under title I of the Social Security 
Act. 

2. There should be provision for Federal reimbursement for gen- 
eral assistance with special provisions for Federal aid to migrants. 

3. Provision should be made within the social security system to 
assure hospital insurance coverage to retired persons. 

4. Consideration should be given to the reestablishment of the 
Civilian Conservation Corps as one means of preventing juvenile 
delinquency, providing income for needy families, and at the same 
time, performing needed public improvements. 

Title I of the Social Security Act was enacted to provide for the 
needy aged. Wide differences exist between States, however, as to 
the circumstances under which old-age assistance is provided. Illinois 
and New York, for example, require children to support aged parents 
wherever such children are of sufficient ability. Illinois and New 
York also provide recovery provisions or liens against real estate 
owned by aged applicants. Under these arrangements, Illinois pro- 
vides assistance to 9.2 percent of its aged population; New York takes 
care of 6.1 percent of its senior citizens. Both States have compre- 
hensive programs which include medical and hospital services as 
well as other specialized services to meet the genuine needs of older 
people. Both States feel, and with justification, I believe, that they 
are meeting the needs of all of the aged who are genuinely in need. 

In contrast, Texas, Mississippi, Louisiana, and other States do not 
enforce support of aged parents by children and do not have lien or 
recovery provisions against real estate. Louisiana provides old-age 
assistance to 58.6 percent of its aged population (more than 6 times 
as many as does Illinois and 9 times as many as New York) ; Missis- 
sippi takes care of 46.4 percent; Texas 33.7 percent. Other factors 
influence the larger percentages of these States, but the principal 
factors are the failure to enforce support by children and liens afrainst 
real estate. 

In consequence, wide and wholly unjustified differences prevail in 
the share of the cost of public assistance which is borne by the Federal 
Government : 

In New York Federal funds support 37.9 percent of the cost of 
public assistance. 

In Illinois Federal funds support 40.0 percent of the cost of public 
assistance. 

In Mississippi Federal funds support 78.6 percent of the cost of 
public assistance. 

In Texas Federal funds support 69.7 percent of the cost of public 
assistance. 

In Louisiana Federal funds support 58.6 percent of the cost of 
public assistance. 

Illinois and New York go to great lengths, including court action, 
to enforce support by children and to enforce liens and recov ery provi- 
sions. They do so in the firm conviction that to do otherwise would 
in no way benefit needy old people, but would unncessarily benefit de- 
faulting children, heirs, and creditors. 

It is submitted that title I was probably not intended to benefit 
children of old people by rewarding them with an inheritance for 
their failure to support their needy parents and similarly was not in- 
tended to benefit creditors. 
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The dollar which is saved in Illinois and New York by restricting 
the program to the genuinely needy aged is dissipated in other States 
on the nonneedy aged and their defaulting children. 

The establishment in Federal law of a requirement that children 
support and a requirement on liens against real estate would correct 
this situation and its obvious inequities. If any of the States felt con- 
strained to be more liberal and provide benefits for the nonneedy aged 
or their relatives and creditors, their right to do so should not be ques- 
tioned, so long as they did it at full State expense as Colorado has 
done in admitting persons to the program at age 60 instead of 65. 

But Colorado itself bears the expense of that variation in the pro- 
gram. 

So much for the first recommendation or suggestion. 

The second suggestion which I should like to present is that there 
should be provision for Federal reimbursement for general assistance 
with special provision for Federal aid to migrants. 

An immediately effective and forthright step which could be taken 
by the Congress to aid States in coping with the problem of unem- 
ployment would be an amendment to the Social Security Act, to pro- 
vide Federal funds for general assistance, with special provision for 
such assistance to be available for migrants. This step would have 
been sound even in good times; in bad times the need for it becomes 
particularly urgent. 

The Federal Government now provides reimbursement for all the 
forms of assistance except adnate assistance. Yet general assistance 
is the one program which absorbs the shock of unemployment. Ap- 
propriated funds for this program here in Illinois, and I suspect else- 
where, are woefully short. 

Special sessions are meeting and are being convened to cope with 
the situation. In addition, substantial numbers of the unemployed 
have no unemployment-insurance coverage whatever and their only 
recourse is to general assistance. I would suggest a 50-50 formula for 
reimbursement, with 100 percent Federal reimbursement being avail- 
able for needy migrants, namely those who had resided in the State 
for less than 1 year. 

This proposal, Mr. Chairman and gentlemen, is in line with the 
present New York State provision for persons having less than 1 
year’s residence in New York State, during which period the State 
of New York carries them at 100 percent. 

It is proposed that this same arrangement might be adopted by the 
Federal Government. 

I believe that there are compelling reasons why migrants should 
be considered a special concern of the Federal Government. 

(a) Migrants are human beings in interstate commerce. The Fed- 
eral Government, constitutionally and traditionally, has jurisdiction 
over things which move in interstate commerce; railroads, airlines, 
stolen cars which cross State lines. 

(6) The plight of migrants in need is an acute social problem 
throughout the Nation. The situation of migratory farmworkers who 
are in need is every bit as hopeless as the condition of nonresidents in 
large cities who find themselves ineligible for aid because of the State 
residence laws. In Chicago, we have people who were recruited to 
come there to work in our industries. They came and brought their 
families. When thrown out of work, however, they find themselves 
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ineligible for assistance if they have been there less than 1 year. This 
whole problem of migrants is one which has never been faced squarely. 

(c) Federal aid for migrants would put to rest forever all the 
bickering within States and between States over residence laws. 

(d) The adoption of a plan for Federal aid to migrants would 
neither encourage nor discourage migration because it has been proven 
over and over that people do not move to get relief; they move for 
jobs, for better opportunities, for climate—but never for the purpose 
of getting a relief pittance. 

Kt substantial portion of the Federal funds which would be required 
for carrying out this program could be made available through re- 
ductions in Federal reimbursement which would occur if the Federal 
Government were to adopt Federal standards of eligibility for all 
programs—especially old-age assistance, as is mentioned in point 1 
of this presentation. 

Chronic illness is the largest single factor other than a general 
economic depression in forcing persons onto the old-age-assistance 
rolls. 

Curiously, in the working life of most people today, part of the 
compensation consists of hospital and medical insurance, generally 
paid for one-half by the worker and one-half by the industry. When 
it comes to retirement, however, then only the money wage is com- 
puted as the base, without reference to the fact that the worker has 
for many years enjoyed this important fringe benefit. 

If medical and hospital costs were provided for the retirement 
years, many of our senior citizens would never have to go on the 
relief rolls. 

It has been estimated that this provision could be granted and pro- 
vision therefor be on a sound, actuarial basis, if the workers paid 
one-quarter of 1 percent and the industry one-quarter of 1 percent 
of their pay—or a total of one-half of 1 percent of payroll, without 
Federal costs. 

This would effectively reduce the numbers who have to resort to 
the old-age assistance rolls, and also the cost for those on the rolls. 

Juvenile delinquency, unemployment, and rising relief costs are 
among the most pressing and depressing problems today. 

Success at least in part in attacking all three problems can be 
achieved by a Youth Conse vation Corps which, at the same time, 
will accomplish many needed public improvements. Moreover, this 
success can be surely and swiftly gained and the value of the work 
accomplished will be greater than the cost. 

The experience of the Civilian Conservation Corps during the de- 
pression of the 1930’s amply demonstrates the advisability of now 
setting up a Youth Conservation Corps, under Federal auspices, to 
work primarily in national parks, national forests, and on other 
Federal projects. If reestablished at this time, the unit might more 
properly be renamed as a Youth Conservation Corps. 

The Civilian Conservation Corps was the first step taken by Presi- 
dent Franklin D. Roosevelt to attack the unemployment at that time. 
Proposed to Congress on March 21, 1933, it was enacted into law on 
April 5, and within 2 months 255,237 youths were enrolled, and within 
2 years there were 520,000 in 2,100 camps. Before the project was 
ended (1942) after World War II was underway, almost 3 million 
young men were enrolled in the CCC. One-third of these were 17 
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years old and three-quarters under 20. In the beginning, prefer- 
ence was given to youths in families on relief. Later this was 
a requirement; still later, they had to be “unemployed and in need 
of employment.” 

At least half of the money paid enrollees ($35 a month) had to be 
sent home to needy families. 

The total cost for the 8 years of the CCC camps was $2,119 million, 
of which one-third was paid to the enrollees (including their allot- 
ment to families)—a total of $706 million. The total value of the 
service performed was $1,740 million. Since the total money in the 
allotment reduced the amount of direct relief cost paid to enrollees 
and their families, it can be seen that the CCC program more than 
paid for itself. (Youth in the CCC, Holland & Hill, American 
Council on Education, 1942, p. 116.) 

The work accomplished included millions of trees planted; insect 
control over millions of acres; thousands of miles of telephone lines; 
thousands of miles of trails and fire breaks; hundreds of thousands 
of dams and reservoirs; several thousand buildings constructed ; mil- 
lions of days of fighting forest fires; and over 140 items of service. 

Two comments on the value of the CCC project are worthwhile: 

1. From one of the enrollees: 





I was a bad egg before I went to camp. I was the black sheep of the family, 
I guess. Well, my folks treat me different now when I go home. I’ve been 
sending them money and helping them out. 

2. The second by A. C. Oliver and Harold M. Dudley in their 
book This New America—The Story of CCC: 

When all of us now living have been gathered to our fathers and historians 
can figure up profit and loss on the Roosevelt administration, the creation of the 
Civilian Conservation Corps may well be indicated as the greatest single achieve- 
ment. 

Finally it is well to record that during the depression, and later 
during the World War II years, instead of delinquency increasing, 
there was a marked decrease, particularly in commitments to institu- 
tions from juvenile courts, and competent experts testify that this 
was because there was a real resource—the CCC camps—not available 
before or since. 

There exists today in several States—notably California—success- 
ful experience with forestry camps for youths already committed for 
delinquency by children’s and other courts. 

There is, however, no program for those not currently found to be 
delinquent and not under commitment from a court. The thousands 
of national forests and national parks offer suitable localities to carry 
on a Youth Conservation program, which would be out of the State 
boundaries for most of the youths who need the facilities and re- 
sources which could there be found and where the work performed 
would be most beneficial and not in competition with any established 
program. 

Youths would be far removed from the unwholesome environment 
and antisocial activities which now lead them into gangs and then 
into more and more serious antisocial activities. 

They would find essential work there; adventure, training, and 
education ; nee to earn support for themselves and their families; 
and otherwise benefit as 3 million young men did in the CCC camps. 
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It is to be noted that while behavior problems of the youngsters 
in rich and poor families may be the same, there is a great difference 
in the resources available for corrective treatment, and hence in the 
probabilities of overcoming any antisocial behavior. For example, a | 
rich youth who steals and wrecks a car will probably have the case 
settled out of court. If his behavior cannot be corrected at home, he | 
can then be sent to a military school or boarding school, and the 
change in environment, activities, and so forth, will probably over- | 
come his antisocial behavior. 
There is no facility available for youths in poor families, and al- 
most inevitably the youth will Jand in court and eventually be sen- 
tenced and treated under custodial conditions. 
The first preference for enrollment in the Youth Conservation 
Corps should be given to 16- and 17-year-old boys—particularly for | 
those from broken or unfit homes, or from a bad community situa- 
tion or unemployed. (These youths, without skills and generally 
without successful school adjustment, are practically unemployable 
today.) 
Second preference should go to 18- to 20-year-old youths rejected 
by the Armed Forces. Some 15-year-olds might be found eligible. 
Preference should also be given to youths from families on public 
assistance. 
At least one-half of any payment an enrollee would receive—pos- 
sibly $50 a month—should be allotted to his family, and a suitable 
percentage deposited to the credit of the youth when discharged from 
camp, with about one-quarter of the payment given for current spend- 
ing money while in camp. 
In connection with this fourth recommendation, you may remember 
that the first step taken by President Roosevelt in meeting the depres- 
sion of 1930, a step he took on March 21, 1933, was to recommend the 
establishment of the CCC. The CCC stands as perhaps the outstand- 
ing single effort of the 1930’s to cope with the depression. : 
I would suggest, however, in this instance, that this organization, : 
if it were established, might more appropriately be known as a youth | 
conservation corps than a civilian conservation corps. : 
I am very grateful to you, Mr. Chairman and gentlemen of the 
committee, for permitting me the opportunity to appear. : 
The Cuarrman. We thank you, sir, for coming to the committee and : 
giving us the benefit of your judgment on these points. 
Are there any questions? 
Mr. Forand will inquire. 
Mr. Foranp. Mr. Hilliard, I was very much interested in your No. 3 
item, “Provisions for hospitalization, and so forth.” , 
I am wondering if you have had an opportunity to see the bill I intro- 
duced for that purpose, H. R. 9467. 
Mr. Hruxrarp. I have, Mr. Forand; yes. 
Mr. Foranp. I assume your thinking is pretty much along the lines 
T have inserted or included in that bill. 
Mr. Hix1arp. Definitely, sir. 
Mr. Foranp. Have you any special comment that you want to make 
in addition to this? Is there any point in that bill that you believe 
should be changed, or have you any suggestions to improve it ? 
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Mr. Hiti1arp. No, I have no suggestions, other than a general state- 
ment that at the present time one of the greatest needs that we see in 
the area of needs of old people is the need for some hospital medical 
care coverage at the very point in their life when they need it most. 
Most of these people have come right up to the point of retirement 
with full coverage. 

When they retire, their insurance either lapses by virtue of the terms 
of the policy or it isn’t available to them because they can’t carry it 
on at the extended rate. Our experience with people coming on our 
old-age assistance rolls in Hlinois is that most have had Blue Cross 
or other coverage, but when they come on, no, they have lost it. 

So I believe that your bill addresses itself to this situation which 
most urgently needs attention. 

I have no suggestion for modifications. 

Mr. Foranp. Thank you very much. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Mr. Hilliard, you have given us, from your wide back- 
ground of experience in this field, and it is a wide background and a 
successful one, four practical recommendations, I would say, which is 
a little bit unusual for us to get, these practical recommendations that 
can, and in many instances should, be put into effect. That is the 
great advantage of getting someone who knows something about this, 
and who has his feet on the ground, to suggest or recommend the things 
that would improve our social-security setup. 

For that I am very grateful. I was in the State senate at the time 
this was adopted, way back when, and helped to make some of the 
requirements that the State of Illinois has for this old-age assistance. 

Your first one deals with it very thoroughly and completely. I 
think requiring the children that are able to do what they should 
for their parents, and also the requirement of a lien on the property 
to at least partly reimburse the State for this, are excellent aids, and 
other States should follow through. The Federal Government, you 
are suggesting, should make that as a requirement. 

That is all, Mr. Chairman. 

The CuatrmMan. Are there any further questions? 

Mr. Byrnes will inquire. 

Mr. Byrnes. I think you have made a fine contribution to our hear- 
ing, Mr. Hilliard. Although the item that you recommend; namely, 
the youth conservation corps, is not entirely within the jurisdiction 
of this committee, I am prompted to comment about it because I have 
had the feeling that particularly in our national forests and in our 
national parks we have there an area where youth cauld be used 
to great advantage, particularly during the summer months, on im- 
provements, clearings and all the other activities that are necessary 
there, and which young people could do, which would not only afford 
an avenue of assistance to some of your poorer children but would 
also possibly offer an avenue to those young people who are striving 
for an education to earn some funds during the summer months to 
carry through as part of their educational problem. 

It just occurs to me that an activity of that kind, at least in that 
area, should well be considered, and I do not think a law would be 
required, by the National Park Service and by the Forestry Service, 
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in order to give this avenue not just in an emergency situation, but 
as a continuing thing. 

Mr. Hinuiarp. I would certainly agree, Mr. Byrnes. If there is one 
thing that boys will do, no matter how tough it is, they will follow a 
leader. When they get into the forests with the men from the United 
States Forest Service or from the United States parks, they are with 
a leader and they will follow them. I know of nothing that has the 
potential for character building in a proper setting than this has. 

They did it before. 

Mr. Byrnes. It will solve not only some money problems but will 
solve also some health problems, it would seem to me, and, as you 
point out, some of the delinquency problems that are being con- 
fronted today. 

Mr. Hirurarp. That is the most urgent, yes, Mr. Byrnes. 

The Cuarmman. Are there any further questions ? 

If not, we thank you, sir, for coming to the committee. 

Our next witness is Miss Sally Butler, legislation consultant, Gen- 
eral Federation of Women’s Clubs, Washington, D. C. 

Without objection, Miss Butler may have permission to file her 
statement at this point in the record. 

(The document referred to follows :) 


STATEMENT OF MISS CHLOE GIFFORD, PRESIDENT, GENERAL FEDERATION OF 
WoMEN’sS CLUBS, ON AMENDMENTS TO Socrat Security Act 


IT am Sally Butler, legislation consultant for the General Federation of 
Women’s Clubs, presenting Miss Gifford’s statement. 

The general federation is an organization of 544 million in the United States, 
including associates. It was chartered by Congress in 1901. Our membership 
has always been deeply interested in all problems which affect children and 
has worked vigorously in behalf of improvement and extension of certain child- 
welfare services. We have been credited with playing an important role in the 
formation of the Children’s Bureau and legislation to assure its efficient opera- 
tion and its expansion to meet vital needs has always been of primary concern. 

The GFWC is now concerned with certain titles of the Social Security Act; 
namely, “Grants to States for Aid to Dependent Children” as set out in resolu- 
tions passed at national conventions relating to child labor laws, child welfare, 
and the Children’s Bureau. 

From the time GFWC was chartered by the United States Congress in 1901, 
one of its main interests has been in the health, education, and welfare of our 
children. We know in the last decade the need for greater care has increased 
many times. 

The present laws are inadequate to care for all the children that should have 
attention—partly because of limitations in the present laws and partly because 
of the rapid change in conditions, the increase in population, and other factors. 

The women of the GFWC are for the most part mothers and naturally have 
an interest in what happens to the young people who have no homes or who 
need better homes and better care, education, and training. 

We, like other groups, talk much about juvenile delinquency; we all say we 
deplore the conditions which exist today which add to the cause of juvenile 
delinquency. Most States are doing something for their unfortunate children, 
but States have multiple problems and many places to spend their funds—some 
States have only limited means of taxation to raise the needed funds. There- 
fore it is essential that Federal grants be made as needed, with States matching 
funds when possible. But our laws should not be so rigid as to deprive children 
in one area of getting help because of the legal limitations for the expenditures 
of such funds. 

The case of setting out rural areas is good, but not good enough when children 
in urban areas suffer. The GFWC would like the Social Security Act revised 
to become more flexible so as to allow all States to give needed service to all 
children where help is necessary. 
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The GFWC certainly urges your committee to make a reevaluation of the 
problem in the light of the situation today, to provide for sufficient funds to do 
a reputable job. 

We owe every child a fair chance for health, education, and welfare. 

We feel the Government agencies dealing with children’s problems do a 
splendid job with the tools they have. There should be no neglected children 
when Government funds are used. Proper health, education, and welfare make 
for good citizenship. 


GFWC urges you to provide for adequate care for dependent children. 


The CHairman. Our next witness is Dr. Martin R. Steinberg. 
Please identify yourself for the record. 


STATEMENT OF DR. MARTIN R. STEINBERG, DIRECTOR, MOUNT 
SINAI HOSPITAL, NEW YORK CITY, MEMBER OF THE COUNCIL ON 
GOVERNMENT RELATIONS OF THE AMERICAN HOSPITAL ASSO- 
CIATION; ACCOMPANIED BY ALANSON W. WILLCOX, GENERAL 
COUNSEL, AMERICAN HOSPITAL ASSOCIATION 


Dr. Srernserc. My name is Martin R. Steinberg. I am a doctor 
of medicine and a director of the Mount Sinai Hospital i in New York 
City. I am a member of the council on Government relations of the 
American Hospital Association. I am appearing before you on be- 
half of the association. I am accompanied by Alanson W. Wilcox, 
general counsel of the association. 

Next week, one of our members will give you something of the struc- 
ture and membership of the organization. I think I am going to rest 
today with the fact that we represent the overwhelming majority of 
hospitals in the United States. 

The CHatrmMan. Dr. Steinberg, you come to the committee well 
represented, and your counsel. We ‘remember your counsel for many 
years’ service in the social-security program in the Government. 

Dr. Srernpera. Thank you. 

The CHairMan. You are recognized, sir. 

Dr. Srernperc. We wish to urge most earnestly the enactment of 
legislation which will liberalize the present $6 and $3 matching ceil- 
ings. A statement in regard to the membership and structure of the 
association will be put in the record by its president-elect, who is to 
appear as a witness before this committee next week. I will say merely 
that it includes in its membership the overwhelming majority of hos- 
pitals in the country. 

We wish to urge most earnestly the enactment of legislation which 
will liberalize the present $6 and $3 matching ceilings on grants for 
vendor payments for health care of public assistance recipients, 

We strongly support H. R. 11832, introduced by Mr. McCarthy, 
but the requirements for adequate health services indicate the need 
for a higher matching ceiling for adult beneficiaries than the $12 
proposed i in his bill. 

It is unnecessary to expound here upon the advantages of the vendor 
payment method of providing health care to indigent persons, since 
this committee and the Congress decided 8 years ago to permit, and 
2 years ago to encourage, the States to use that method. 

It is the general consensus, I believe, that this method makes for 
better health care of the people concerned, as well as for more efficient 
use of public assistance funds. 
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By and large hospitals throughout the country are not adequately 
reimbursed by Government for ser vices rendered to the indigent. 
There are, in fact, only 4 or 5 States which are reimbursing hospitals 
in amounts approximating costs. 

In the rest of the States, even where vendor payments are made, 
they are usually wholly inadequate in amount. This situation has 
imposed financial hardship upon hospitals, and through them upon 
the paying patients they care for who are required to absorb such 
losses. This of course contributes toward the increased costs of hos- 
pital care. Only recently, as you may have noted, this factor has been 
prominent in various Blue Cross rate hearings around the country. 

Increasingly in the future, adequacy of payment for the hospitaliza- 
tion of indigent people will determine the extent of care which can be 
made available to them. 

As among the four federally aided categories, the problem for hos- 
pitals is largely concentrated in the old- age- -assistance program be- 
cause of the large numbers of persons and the greater health needs of 
the indigent : aged. 

What I shall say about this category applies in only lesser degree 
to the smaller programs for the blind and for the permanently ‘and 
totally disabled. With respect to aid to dependent children, we have 
much less information; but we believe that adequate health-care pro- 
grams, if they were coupled with adequate payments for services 
rendered, would cost considerably more than the $3 which the Federal 
Government now matches. 

Of course, the cost of hospitalization of children is, as it may not be 
generally recognized, higher than the cost for adults, but the incidence, 
of course, is less. 

The total effect, we feel, of the adequate program would cost con- 
siderably more than the $3 which the Federal Government now 
matches. 

Though the Federal Government has matched vendor-payment ex- 
penditures within the statutory ceilings since 1950, the development 
of such programs was limited toa relatively few States until the 1956 
amendments provided in effect a separate Federal grant earmarked 
for this purpose alone. 

As late as June 1957, immediately before the effective date of the 
1956 formula, only 15 States were spending for this purpose $5 or 
more per month per old-age-assistance recipient. 

I am submitting with my statement a table comparing old-age- 
assistance vendor payments in June 1957 with those in Februar y 1958 
the latest month for which figures are available to us; classifying the 
States according as they have increased their payments, reduced them, 
or made no significant change. 
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(The document referred to follows :) 


ExuHisrr A.—Comparison of vendor payments, old-age assistance, June 1957 and 
February 1958 


| | 





















June February June | February 

1957 1958 1957 1958 

Increases: Change by less than $1—Con. 
RE ison Senn ckeés 0 $3. 96 District of Columbia_..-.| 4 $0. 57 1 $0. 17 
ORIN. 2 aid abe cannes $1. 01 6. 00 I eens 4. 92 5. 85 
EE, Geneddscnwcksson 0 11,92 NS sn cd edenebcak 25. 59 26. 07 
IR be ndcnwbdecciakes 7.85 9. 35 New Hampshire-.---..---- 15. 69 15. 66 
Se Ts nxcaseeccenceeu 0 i) | New Mexico... .---------- 5. 88 6. 43 
| essemeeeaganecotaR 4.00 6.00 || North Carolina.....-.... ‘64 1.28 
OUR 5 5 5 5 icin escm nwa 3. 20 5.91 cei ange bien Teo 5.99 5.83 
Nebraska. - Piao 0 10. 45 Virgin Islands......-...-.- . 26 - 50 
PONE a sivnduwaimscakedas 2. 99 6.02 || Decreases: 

NT ne ee os 0 111.27 | aes 3.12 0 
RI 5 o5cn << saecanes 0 5.97 NR aii oi ch deweindaes 16. 34 14. 92 
OS ELE 12. 26 22. 46 Massachusetts. - - .------- 28. 94 19, 22 
Pennsylvania. -......... 4.13 5.89 WRENS dc ccccacccunes 32. 14 12. 28 
NES ctcsilk ue Oo ote 0 1.00 eS OS ee 26. 54 18. 83 
ER Coon erccdletanikemn ee 5.95 North Dakota.......-..--- 26. 50 11,18 
WON 5 innit ca scnain 0 9.13 Rhode Island -.---------- 10. 01 9. 00 
Change by less than $1: Washington._-......-.---- 27. 94 9. 35 
Dy RE SARE. | 1.02 1.02 West Virginia. .......---- 3.14 1.36 
16. 00 16. 00 Se 117.49 15. 50 


Connecticut.............- | 


i 
| 


1 Payments made without Federal participation. 
§. Source: Social Security Bulletin, September 1957 and May 1958. 


Dr. Sretnperc. The table points clearly, I believe, to two con- 
clusions. 

In the first place, the earmarking of health money in the Federal 
grants has been effective in stimulating the initiation of vendor pay- 
ments in States that had done little or nothing in this direction. 

Ten States which had made no vendor payments or had made them 
in nominal amounts in June 1957 (Arkansas, California, Colorado, 
Louisiana, Nebraska, New Jersey, Oklahoma, Tennessee, Utah, and 
Wyoming) had made a start by February of this year, while six other 
States (Kansas, Maine, Michigan, Nevada, Oregon, and Pennsyl- 
vania) had substantially increased their programs. 

In a few instances health-care programs previously carried on out- 
side the old-age-assistance program have merely been brought within 
it, but in most cases we believe these new or enlarged expenditures 
represent improved health care of the needy aged. In a number of 
other States which have not yet acted, moreover, we understand that 
plans to initiate vendor-payment programs are in various stages of 
development, with a probability that several will go into effect before 
long. 

As contrasted with the 15 States that were doing so in June 1957, 26 
States are now making vendor payments averaging $5 or more per 
old-age recipient per month, with another 6 States paying $1 or more 
but less than $5; or about two-thirds of the States in all. We think 
it probable that within the next 3 or 4 years nearly all the States will 
have made at least a start. 

Wholly inadequate though many of these programs are in their 
initial stages, we believe that the making of even a small beginning 
is a step of great importance, and that programs once started will 
soon grow toward at least a modest sort of adequacy. 
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It seems to us plain that the 1956 amendments of the Social Se- 
curity Act have exerted a powerful influence on the States in this 
matter, an influence that transcends the financial inducements offered 
by the amendments. 

We think it would be a serious backward step to make any change 
now which would weaken the leadership that the Federal Government 
has given in this important matter. 

The other conclusion we draw from the figures is a less happy one. 
The 1956 amendments have had a most unfortunate effect on those 
relatively few States that had already developed reasonably adequate 
vendor-payment programs. 

This effect, I feel sure, was not intended by this committee or the 
Congress, and an attempt to obviate or minimize it was made last 
year. That attempt was not successful, except as it alleviated the 
situation in Illinois and to a slight extent in a few other States. 

The effect of the 1956 amendments was to give States with sub- 
stantial vendor-payment program a financial incentive to shift their 
health-care expenditures from vendor to cash payments, insofar as 
such expenditures exceeded the unrealistic $6 and $3 ceilings upon 
Federal matching. 

The effectiveness of this incentive is indicated by the fact that of 
the 12 States that were spending in June of last year more than $10 
per old-age recipient per month, 8 had reduced the amounts by 
February 1958. 

Five States (Massachusetts, Minnesota, New York, North Dakota, 
and Washington) had made drastic reductions, while at the same 
time sharply increasing their cash payments. 

Though we cannot prove conclusively that these shifts were caused 
by the Federal legislation, we think the inference to be drawn from 
the figures is unmistakable. 

One proposal before your committee, H. R. 11703, introduced by 
Mr. McCormack, would make unused matching funds under the ec ‘ash 
ceilings, with respect to any individual, available for vendor pay- 
ments on behalf of the same individual. 

This proposal has the virtue that it would eliminate the financial 
incentive to shift health expenditures to the cash aids. It would, 
however, leave the basic Federal participation in health-care expendi- 
tures at the present unrealistic figures, and would supplement that 
participation on the basis of factors—such, for example, as the pro- 
portion of OASI beneficiaries in a State—having little relation either 
to the cost of health care or to the States’ effort in this direction. 

We believe that a better way to meet the problem is by an increase 
of the ceilings on Federal matching for vendor payments. By pre- 
serving the separation of funds for health care from the funds for 
cash payments, such an amendment would maintain and perhaps 
increase the encouragement of the initiation of vendor payment pro- 
grams now afforded by Federal law to those States which have not 
yet undertaken such programs. 

This approach avoids putting health money and maintenance 
money once again in competition, as they previously were, and it 
makes possible consideration by Congress of the growing need for 
health funds, as a separate item and on ‘its own merits. 

In view of the questions which surround the future role of the 
Federal Government in public assistance, and particularly in old-age 
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assistance, and the relation of that program to OASI, we believe that 
the long-run objective of building up and maintaining adequate 
health-care programs for needy people throughout the Nation will 
be better served by maintaining separation of the Federal health 
grants than by entangling them once again in these other issues. 

Of the 32 jurisdictions that in February were making old-age 
assistance vendor payments averaging $1 or more per recipient per 
month, 14 were paying more than $6 and would automatically benefit 
from an increase in the Federal ceiling. 

Seven other States were paying precisely $6 or within a few cents 
of that figure, one (New Jersey) was paying more than that amount 
but without drawing on Federal funds, and two (Illinois and New 
Hampshire) were operating under the cash ceiling, in accordance 
with the option granted by last year’s amendment. 

We think it likely that at least 8 of these 10 States would soon 
take advantage of more liberal Federal grants. Illinois, we are told, 

‘would probably adhere to its present option unless the ceiling were 
raised to more than $12; about New Hampshire we have no ee 
tion. 

Because no program even approaching adequacy can be operated 
for $6 a month, moreover, we believe that a liberalization would 
add materially to the incentive to the remaining States to initiate 
vendor payment programs or to enlarge upon the meager beginnings 
they have already made. 

We do not know the origin of the $6 and $3 figures that appear 
in the present law. Certainly, they bear no relation to the cost of an 
adequate program. 

We believe that these figures should be at least doubled and that 
for adults a trebling of the present $6 is fully warranted. 

Six States were paying more than $25 a month last June, the highest 
payment being just over $32; if we assume by this experience a State 
expenditure of $25 for a fairly comprehensive health care program 
for old-age assistance recipients, an $18 matching ceiling would mean 
a Federal contribution of 36 percent. 

While comparisons are difficult because of the different methods 
of computing, this Federal contribution appears to us moderate in 
relation to the Federal contribution to maintenance funds—$39 if 
the State pays the individual $60 or more. 

We can see no reason why the Federal Government should contribute 
a smaller share of the cost of meeting the health needs of the indigent 
than it contributes to their other costs of living. 

We therefore recommend enactment of H. R. 11832 modified to 
increase the matching ceiling for adults to $18. 

Thank you for the opportunity to make this presentation before 
your committee. 

The Cuatrman. Thank you, sir, for coming to the committee and 
giving us the benefit of your thinking with respect to this matter. 

Are there any questions? If not, thank you, sir. 

Our next witness is Mrs. Keyserling. 

Mrs. Keyserling, for purposes of this record, will you identify your- 
self by giving the name, address, and the capacity in which you 
appear ? 
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STATEMENT OF MRS. MARY DUBLIN KEYSERLING, MEMBER OF 


THE BOARD OF DIRECTORS OF THE NATIONAL CONSUMERS 
LEAGUE, WASHINGTON, D. C. 


Mrs. Keysertinc. I am Mary Dublin Keyserling. I am a member 
of the board of directors of the National Consumers League, the head- 
quarters of which are at 1025 Vermont Avenue NW., Washington, 
D. C. I was privileged to serve as its general secretary for a period 
of 3 years some 20 years ago. 

We appreciate this opportunity to present before your committee 
our views with respect to the changes in the Social Security Act 
which we believe are now urgently needed. 

The National Consumers League will next year celebrate its 60th 
anniversary. Throughout its existence it has represented a distin- 
guished group of citizens who have a strong sense of the public’s 
stake in the adequacy of the Nation’s living standards. 

We are aware of the great gains which have been made in the im- 
provement of levels of living dari ‘ing the League’s lifetime. We think 
often of the conditions which prev vailed in 1899 when the League was 
founded, and which impelled the group of consumers who organized 
the League to say, “We shall not buy commodities made under condi- 
tions of sweatshop labor.” 

The League gave the famous white label to firms maintaining good 
labor standards. It sought then as now to be an effective spokesman 
for consumer conscience. It went on to pioneer a few years later for 
State minimum-wage legislation and the elimination of child labor, 
and still later took a vigorous part in campaigns for social security 
legislation and for the Federal Fair Labor Standards Act. 

The success of these various efforts helped forge the stronger Ameri- 
can economy which we enjoy today. While we can be proud of the 
progress our country has made, we still have great unmet needs. 

The continuing existence of acute poverty, hardship, and depriva- 
tion is far less excusable today in a great economy like our own with 
a gross national product exceeding $100 billion, than were such con- 
ditions years ago when our capacity to eliminate them was so much 
more limited. 

Inadequate living standards are an anachronism in America today. 
Justice requires their elimination. Sound economics demands that 
we lift the living standards of those who are now eking out a miser- 
able and insecure existence on inadequate old-age benefits, insufficient 
disability compensation, and meager unemployment insurance bene- 
fits. 

In this way we shall help provide the more adequate purchasing 
power so greatly needed if we are to maintain reasonably full levels 
of employment and production. 

But the challenge to us is more than justice and more than sound 
economics. 

We live at a critical moment in history. We champion democracy 
as a way of life. During the course of the next few years the one- 
third of the world’s people who are as yet uncommitted will make 
their choice as between our democratic way of life and the way of 
life of the totalitarians. Our fate as a nation will depend in no small 
measure on the choice they make. We must present a picture of a 
society not only able but willing to face up to the needs of our people. 
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A review of the present status of our social security program 
clearly reveals that we are not facing up to the needs of millions of 
our citizens. A comprehensive and far-reaching revision of that pro- 
gram is long overdue. 

I would like to talk first of our senior citizens. 

We now have about 15 million people in the United States aged 
65 or more. The elderly are becoming an increasing percentage of 
our total population. The income position of this important seg- 
ment of our Nation is very disturbing. 

Recent figures of the Bureau of the Census indicate that the total 
family income of 15 percent of our multiple-person families, with the 
head of the family aged 65 and over, is less than $1,000; 40 percent 
of these families are struggling to exist on less than $2,000. How 
can families of 2 and 3 and more people manage to subsist with any 
kind of decency at this income level ? 

This is not a standard of living consistent with the kind of reward 
we would like to believe America holds out to those who have earned 
a rest from toil in their later years. 

The figures relating to elderly individuals living alone are even 
more distressing. Fifty-seven percent of these individuals, age 65 
or over, subsist on $1,000 or less; 85 percent on $2,000 or less. 

One of the main factors in these unsatisfactory living levels is the 
present-day inadequacy of our old-age and survivors insurance sys- 
tem. One-half of our older citizens now receive benefits under that 
system, and the average benefit paid to a retired worker today is only 
about $65 a month or less than $780 a year. 

The Social Security Act as passed in 1935 set a $3,000 annual ceiling 
as the maximum amount of annual earnings on which benefits and 
contributions were based. This $3,000 ceiling then covered all of the 
wages of about 97 percent of all workers covered. 

The earning ceiling for contributions and benefit purposes today is 
$4,200 but to give the same degree of coverage now that the act gave 
in 1935, the tax base would have to be lifted to well over $8,000. 

The National Consumers League believes that it is imperative that 
old-age and survivors insurance benefits be increased. To do this, the 
earning ceiling for contribution and benefit purposes should be lifted 
to at least $6,000, the base proposed in H. R. 9467—the Forand bill— 
which the league has gone on record to approve. 

With a $6,000 wage base ceiling, the maximum individual benefit 
under this bill would become $151.80 a month instead of the present 
$108.50 maximum. The OASIT payroll tax is scheduled to rise to 5 
percent by 1960. If this rate is applied to payrolls up to a $6,000 
ceiling, it should be possible by 1960 to assure old-age beneficiaries of 
an average monthly benefit of at least $100. 

Next, we would like to stress our view that present payments to de- 
pendents are quite inadequate supplements to our present inadequate 
old-age benefits. With the payroll ceiling lifted from $4,200 to $6,000 
as proposed by the Forand bill and with the anticipated tax rate in- 
crease, we would be able not only to lift old-age insurance primary 
benefits but also proportionately to increase disbursements to depend- 
ents of old-age beneficiaries and to survivors of deceased insured 
workers. 
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Another feature of the Forand bill appeals to us strongly. This is 
the provision which would provide health benefits for OASI bene- 
ficiaries. 

With the average income of the elderly now at the levels previously 
described, it is oi ious that relatively few among them can afford 
current costs of adequate medical care. 

We believe the provision of insurance protection against the cost 
of hospitalization and subsequent skilled nurisng- home care and sur- 
gical services for aged persons and their survivors is actuarially feas- 
ible under the financing provisions of the Forand bill and eminently 
desirable. 

According to the best estimates available, all the various benefits 
extended by the Forand bill could be provided if, with the proposed 
$6,000 ceiling, employer and employee contributions were increased 
one-half percent each in 1959 and then were gradually lifted by peri- 
odic steps to 4%4 percent by 1975. 

That this proposal is conservative is indicated by the fact that all 
Federal employees today make a 614 percent contr ibution toward the 
security of their later years, not just on the first $6,000 of their earn- 
ings, but on their total earnings. 

The Forand bill proposes a substantially lower tax rate to obtain 
17 years hence. 

There is one improvement in the law not proposed in H. R. 9467— 
the Forand bill—but which we hope your committee will take seri- 
ously under advisement. We would urge that Federal disability 
insurance be extended to permanently and temporarily disabled at 
all ages instead of only to those aged 50 and over, as provided by 
the present law, and that benefits be enlarged. 

The younger breadwinner is no less in ‘need of this protection than 
the older worker: actually he is apt to be in considerably greater 
need since his children will be younger and less likely to have reached 
the age of self-support. 

Another phase of the Social Security Act to which we wish also 
to speak relates to present-day gaps in unemployment compensa- 
tion—gaps we regard as of major magnitude. 

We are keenly aware, as you are, ‘that. the unemployed are now in 
excess of 5 million, and that of these only 3.4 million were covered, 
as of April, under our State unemployment insurance programs. 

Nearly 2 million have been unemployed 15 weeks or longer. This 
means that 1 out of 3 unemployed has been without work nearly 4 
months. Each month, recently, over 200,000 who have had the meager 
protection of unemployment insurance, have been exhausting their 
benefits. 

The payment to the totally unemployed under the State systems 
has been averaging only a little over $30 a week. 

Some States provide benefits for as few as 16 or 18 weeks. In 
1957 the average nationwide duration of benefits was 2014 weeks. 

This means that. our longtime unemployed can look to unemploy- 
ment insurance for a maximum of $600 to $700 at the very best— 
hardly a bulwark of protection for the many who have been unem- 
ployed 8 or 9 months, and even longer. 

Think of the inadequacy of this sum and the contrast it offers with 
what our experts tell us is today required to provide a minimum 
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standard of health and decency for the average family—a total whieh 

“anges in current studies from $4,700 to $5,500 a year. 

A review of the record of State legislative action over the years 
shows that many States have been whittling down unemployment 
insurance protection rather than expanding it as income levels have 
risen over the years. 

It is hard to believe that today we offer much less unemployment 
insurance protection relative to current wage standards than we did 
20 years ago. Twenty years ago the average benefit represented 43 
percent of average weekly earnings; today the average unemploy- 
ment insurance benefit comes to only about one-third of average 
weekly earnings. 

Twenty years ago the typical maximum benefit under the State 
programs represented 65 percent of average weekly wages; today 
the typical maximum benefit is less than 45 percent of average ‘weekly 
wages. 

Surely today, with total output more than double what it was 20 
years ago, measured in constant dollars, we can do better than we 
did when the law was first enacted. 

When the law was enacted it was generally agreed that a tax of 
a full 2.7 percent on earnings up to $3,000 would be needed to pay 
adequate benefits. ‘Today the actual employer tax rate, because of 
merit ratings, averages only 1.3 percent of taxable payrolls. 

Is it any wonder that with the tax-base earnings ceiling staying 
almost universally at the $3,000 maximum, as initially enacted, in- 
stead of rising at least as the price level has advanced to a comparable 
$7,000 ceiling and with the tax rate dropping from the intended 2.7 
pecent on taxable payrolls to an average less than one-half that 
amount, benefits are so hopelessly inadequate 

The primary improvement needed, in our view, is the adoption 
of adequate Federal standards which all States would be required 
to meet. This is something the States cannot accomplish on their 
own. For one State to adopt more acceptable standards would set 
it at a competitive disadvantage with other States. 

It is a modest aim to seek to restore the benefit concepts effective 
20 years ago; to provide unemployment benefits to each worker equal 
to not less than 50 percent of his regular earnings, up to the State 
maximum and to assure that the maximum primary benefit be not less 
than two-thirds of the State’s average weekly wage in covered em- 
ployment. 

It is an equally modest objective to seek to eliminate the arbitrary 
disqualifications and unduly restrictive eligibility standards which 
all too frequently now prevail; to bring all establishments of 1 or 
more employees within the scope of the Taw, and to extend the dura- 
tion of benefits for at least 39 weeks to any eligible worker who ean- 
not find suitable employment. 

These are the objectives of the Kennedy-McCarthy bill (S. 2344 
and H. R. 10570) which we strongly endorse. 

We are firmly convinced that ‘the national welfare requires im- 
mediate and serious consideration of basic improvements in our social- 
security system. Only by making such improvements can we relieve 
the acute insecur ity which millions of our people are suffering today. 

Sound action will do more than meet this desirable humanitarian 
objective. An adequate social-security program will significantly 








344 SOCIAL-SECURITY LEGISLATION 


accelerate recovery from the recession we are now experiencing; it 
will make such recessions less likely and less acute in the future. 

There is much talk in the press that action with respect to the 
improvement of the Social Security Act may be delayed. We hope 
this will not be the case. 

All of the programs we have discussed today are essentially self- 
supporting; they require no significant increase in Federal funds. 

Their costs are borne by those who benefit ; employees through their 
representatives are clearly indicating their desire for these improve- 
ments and are willing to assume the higher tax rates. 

Employers have always passed on the cost of their social-security 
taxes, eventually, to the consumer. These are costs the enlightened 
consumer is glad to bear. 

Most of us, we think, are enlightened today. 

If we fail to improve our old-age and unemployment insurance 
benefits the community will have to bear the far larger cost of in- 
creased welfare payments and the other costs of human breakdown. 
The price of inadequate living standards always runs high. 

We deeply hope your committee will act with the courage and res- 
olution the times demand. 

Mr. Chairman, the National Consumers League also feels strongly 
that public assistance benefits are quite inadequate, and that Federal 
reimbursement for general assistance is urgent, particularly for needy 
migrants, a disadvantage group with whose problems the consumers’ 
league has long been concerned. 

The shortness of time allotted to us has made it impossible for us 
to speak to this need and to other titles of the act not covered in our 
statement. We ask permission to submit brief supplementary state- 
ments on behalf of the Consumers Leagues of New Jersey, New York, 
and Ohio. 

Thank you very much for the opportunity to appear before you. 

Mr. Krocn (presiding). We thank you very much, Mrs. Keyser- 
ling for the statement you have presented today. 

Are there any questions ? 

If not, we thank you very much, indeed. 

Mrs. Keyseruinc. Thank you. 

(The following statements were filed with the committee :) 


A STATEMENT BY Mrs. Marion C. REED, PRESIDENT, THE CONSUMERS’ LEAGUE OF 
New Jersey, Newark, N. J., CoNcERNING H. R. 9467, ForaNnp BIL 


The executive committee of the Consumers League of New Jersey endorses 
H. R. 9467. a bill introduced by Mr. Forand to amend the Social Security Act 
and the Internal Revenue Code. 

The effect this legislation would have on the recipients in New Jersey is quite 
evident to us. 

The last report we have received indicates 389,362 people are receiving pay- 
ments of $23,181,191. This averages under $60 per month. 

Inflation has been a real force in every budget, but it is a great problem for 
people on pensions. 

Since the average annual income of people over 65 in this country is less than 
$900, and social-security payments represent the largest amount in regular 
income, the amount should be increased. 

Wages have increased for the employed; therefore, the base rate should be 
increased from $3,600 to $6,000 as provided in the bill. The increased taxes 
would benefit the fund and make possible the payment of increased benefits when 
the worker is no longer able to find employment. 
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Hospitalization and surgical insurance is urgently needed. The income of 
older citizens is so limited that any budget can include only the most essential 
items for day-to-day living. An illness requiring hospital care is an emergency 
that cannot be met out of current income. Average hospital care in New Jersey 
costs about $23 a day. The average social-security payment is approximately $60 
per month. The medical and surgical bills of course must also be met by someone. 

Blue Cross and Blue Shield in New Jersey are more considerate of this age 
group than in some States. An individual may continue this insurance if he has 
been covered by a group policy, and if exact rules to prevent lapse are followed. 
The rate is higher, and benefits lower. If, for any reason, the policy lapses, it 
cannot be renewed. New applications for individuals over 65 are not accepted. 

Private health insurance is beyond the financial ability of most of our senior 
citizens. For example, one insurance company will write policies up to the age 
of 75—if there is no previous adverse medical history—that can be continued for 
life. Under this plan the cost at age 65 for hospital room and medical and surgical 
fees are $122.66 for a male and $127.32 for a female. By age 75 the rate to obtain 
such a policy would be for a male $134.58 and female $137.36. 

Our resources have been successfully used to give people longer lives. Let us 
supply the means for a dignified use of this time. Allow us to contribute through 
social security, when we are working, to an insurance plan that will permit us 
to enjoy our older years without being too much of a burden on our families or 
asking our community for charity. 


STATEMENT BY THE CONSUMERS LEAGUE OF NEw YorkK, New York, N. Y. 


The Consumers League of New York has for 60 years represented citizens in all 
sections of New York State with a strong sense of responsibility for the Nation's 
living standards. The League's social-security program throughout the years has 
been concerned with the Fair Labor Standards Act, workmen’s compensation, 
unemployment insurance, the Federal Social Security Act, and legislation dealing 
with child and migrant labor. 

The league favors in general the provisions of H. R. 9467 to amend the Social 
Security Act and the Internal Revenue Code. Specifically, the league hopes that 
your committee will take remedial action on two points: 

1. Upward revision of old-age and survivors insurance benefits to keep them in 
line with the changes in the cost of living ; and 

2. To extend benefits to old-age and survivors insurance beneficiaries by pro- 
viding for hospital, nursing home, and medical care as a part of their earned 
retirement benefits. 

New York State has approximately 1,520,000 residents over 65 years of age, 
and over 808,000 citizens of the State are currently receiving OASI benefits. A 
large proportion of these retired citizens are now forced to apply for public relief 
to supplement their inadequate retirement benetits even when these combine 
OASI payments and other private retirement benefits. As a dramatic token of 
the extent to which this condition prevails, it can be reported that in February 
1957 more than 30 percent of all recipients of old-age assistance relief were also 
entitled to and receiving old-age and survivors insurance benefits, The league 
is convinced that the relief costs to New York State can be significantly reduced 
while at the same time much unnecessary suffering for our older citizens can be 
avoided if the earned retirement benefits of the program are increased so that 
the average earned benefits are more nearly in keeping with changes in the cost 
of living which have occurred during the past few years. 

The increasing proportion of aged in our population has forced a major reex- 
amination of our traditional methods for providing medical care and hospitali- 
zation for older citizens. In view of the fact that so large a proportion of 
our retired citizens covered by the old-age and survivors insurance system must 
turn to public relief to meet their daily living requirements, it is apparent that 
too large a sector of our population in New York State do not have the means 
to provide their own medical care. Further, with 85 percent of our aged resi- 
dents having an annual income of less than $2,000, it is apparent that private 
purchase of medical care by these older citizens is not realistic. This financial 
inadequacy occurs at a time when the infirmities of age require increased 
medical attention. 

Even for those fortunate older citizens who have a minimum income to pur- 
chase their own medical care, it is a hard fact that few of them are able to 
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benefit by insurance protection for hospitalization and medical care which is 
available to the rest of the population. Limitations in commercial and private 
group insurance schemes result in cancellation of most hospitalization and 
medical benefits for persons who reach retirement or pass the age of 65. The 
hearings of the Joint New York State Legislative Committee on Health Insurance 
Plans revealed the disadvantageous position in which this places the aged resi- 
dents of New York State. Less than 35 percent of the aged population of New 
York State are currently covered by any form of hospitalization insurance. Less 
than 8 percent are covered in any form by individual or commercial insurance 
contracts other than Blue Cross. 

The social-security program, in its insurance aspect, has amply demonstrated 
that the American public is prepared to provide security in old age by application 
of the insurance principle. The New York Consumers League is convinced that 
this principle can be modified with sufficient flexibility to assure retirement with 
dignity. Employers and employees are not likely to find it erroneous to set aside 
annually a small percent of current earnings to assure a reasonable retirement 
income after 65 and at the same time to provide for benefits against a major 
and insurable hazard of old age, that of ill health. 


STATEMENT OF THE CONSUMERS LEAGUE OF OHIO IN SUPPORT OF THE FORAND BILL 
(H. R. 9467) 


The Consumers League of Ohio, in line with its long interest in and work on 
behalf of social-security legislation, wishes to present its views to the Ways and 
Means Committee of the House of Representatives. 

We are on record in support of the proposals embodied in the Forand bill. 
It is clear that benefits payable under the Social Security Act should be increased 
in view of the increases in the cost of living since the last changes were made. 
These payments not only help the individual, but also offer support to the economy 
in times of recession, lessening the impact on a great proportion of the population. 
We would favor at least a 10-percent increase in payments, as well as an increase 
in the salary limit on which social-security tax is based. 

The medical care provisions of the Forand bill are a great step forward, and 
would fill a need unmet despite years of discussion by private programs and by 
the medical associations. It cannot honestly be argued that the aged have 
adequate protection against illness or hospitalization, or that welfare agencies 
and hospitals are not carrying an undue share of the cost of such care. Latest 
figures show that only 36.5 percent of the aged had some form of health insurance. 
It cannot be assumed that even this percentage had adequate, comprehensive 
coverage. Individual health insurance policies are expensive. Group insurance 
is unavailable to most retired persons and aged widows, since they have no em- 
ployment connection such as is normally required. Most Blue Cross plans have 
rules against older people joining or continuing on the rolls. A recent report 
says “Among 75 Blue Cross plans which have mechanisms for nongroup enroll- 
ment, 9 have no age limit, but the majority do not accept people who have passed 
their 65th birthday.” It has been found necessary even for nonprofit groups to 
increase their rates, at a time when resources of the older people are going down. 

The question might well be asked whether the income of families on OASI 
is high enough to permit private care. A look at the economic status of older 
persons is revealing. In 1954, according to the Bureau of the Census, 29 percent 
of the families with heads over 65 had incomes of less than $1,000 annually, 
and 45 percent had incomes of less than $2,000. Of the single and widowed men 
and women, 65 percent of those over 65 had incomes of less than $1,000, and 85 
percent, less than $2,000. 

The Commission on Financing Hospital Care, sponsored by the American Hos- 
pital Association, pointed out in its 1954 report, that an aged unemployed person 
hospitalized for the average length of stay of 25 days at a cost of $18.35 per day, 
the reported national average, would incur a hospital bill of about $450. This 
would represent a half or more of the annual income for the 64 percent of the 
aged receiving OASI benefits, who have money incomes of less than $900 annually. 

We believe that further studies would paint only a blacker picture of the unmet 
needs of our increasing older population—while prolonging the time in which 
the needs remain unmet. We strongly urge that this committee include the | 
provisions of the Forand bill in its recommendations, and work for their passage | 
in the House of Representatives. 
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Mr. Kroeu. I am directed to announce that that completes the call 
of the calendar for today. 


The committee will stand in recess until 10 a. m, tomorrow morning. 
(The following was received by the committee :) 


UnITep States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 


June 9, 1958. 
Hon. Wiizsur D. MILLs, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


DEAR Mr. CHAIRMAN: It is my understanding that your committee has sched- 
uled hearings on all titles of the Social Security Act to begin on June 16. 

Earlier this year I introduced a bill in the Senate (S. 3424) to amend title IT 
of the Social Security Act to facilitate the extension of social-security coverage 
to employees of certain municipalities in the State of Maine. A companion bill 
(H. R. 11256) was introduced in the House of Representatives and is now before 
your committee. 

For the information and convenience of the committee, I am enclosing a 
copy of S. 3424, a copy of my statement in the Senate explaining the bill, and a 
copy of a letter with enclosures from Mr. Frank Chapman, executive secretary 
of the Maine Municipal Association supporting the bill. 

The 98th Maine Legislature adopted a bill (ch. 338, Public Laws of 1957) 
declaring it to be the policy of the legislature that employees of political sub- 
divisions of the State would be eligible for the benefits of social security. The 
act specifically excluded teachers, policemen, and firemen from the policy if 
they were under an existing pension or retirement plan. 

In Maine teachers are covered by the Maine State retirement system and so 
those municipalities which joined the retirement system without first securing 
social-security coverage are precluded from such coverage. The purpose of 
S. 3424 and H. R. 11256 is to permit the State of Maine to treat teachers in the 
same manner that the Social Security Act treats police and firemen, that is, 
as a separae class. 

The legislation was developed in close cooperation with the Maine Municipal 
Association and the executive secretary of the Maine State retirement system. 
It would eliminate a great inequity in Maine where the employees of some 
local governments are now eligible for social security while the employees of 
adjacent communities are not. 

In view of this situation it is hoped that your committee will take prompt, 
favorable action on these bills. It is requested that this letter be made a part 
of the record of the social-security hearings. 

Sincerely yours, 
FREDERICK G. PAYNE, 
United States Senator. 


[S. 3424, 85th Cong., 2d sess.] 


A BILL To amend title II of the Social Security Act to facilitate the extension of social 
security coverage to certain State employees in the State of Maine 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 218 (d) (6) of the Social Secu- 
rity Act is amended by adding at the end thereof the following new sentence: 
“For the purposes of this subsection, any retirement system of the State of 
Maine which covers positions of teachers and positions of other employees shall, 
if such State so desires, be deemed to consist of a separate retirement system 
with respect to positions of such teachers and a separate retirement system with 
respect to the positions of such other employees; and, for the purposes of this 
sentence, the term ‘teacher’ shall mean any teacher, principal, supervisor, school 
nurse, school dietitian, school secretary or superintendent employed in any publie 
school, including teachers in unorganized territory.” 


28110—58—_—-24 
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[H, R, 11256, 85th Cong., 2d sess.] 


A BILL To amend title II of the Social Security Act to facilitate the extension of social 
security coverage to certain State employees in the State of Maine 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 218 (d) (6) of the Social Secu- 
rity Act is amended by adding at the end thereof the following new sentence: 
“For the purposes of this subsection, any retirement system of the State of 
Maine which covers positions of teachers and positions of other employees shall, 
if such State so desires, be deemed to consist of a separate retirement system 
with respect to positions of such teachers and a separate retirement system with 
respect to the positions of such other employees; and, for the purposes of this 
sentence, the term ‘teacher’ shall mean any teacher, principal, supervisor, school 
nurse, school dietitian, school secretary, or superintendent employed in any pub- 
lic school, including teachers in unorganized territory.” 


STATEMENT By SENATOR PAYNE ON BILL To PERMIT EXTENSION OF SOCIAL 
Security COVERAGE TO MUNICIPAL EMPLOYEES IN MAINE 


This bill would amend the Social Security Act to permit the extension of cov- 
erage to employees of political subdivisions of the State of Maine. The amend- 
ment is necessary so that the State will be able to conform to the requirements 
of the applicable State statute which is at present in conflict with the Social 
Security Act on one minor point. 

Last year the 98th Maine Legislature adopted an act declaring it to be the 
policy of the State of Maine that employees of political subdivisions of the State 
have the benefits of sovial security whether or not they were members of an 
existing retirement system. Some 25 or 30 Maine communities are members of 
the Maine State retirement system and will be affected by the bill. 

The act of the Maine Legislature expressly provided that its provisions would 
not apply to teachers, policemen, and firemen who were under an existing pen- 
Sion or retirement plan. In Maine, teachers are covered by the Maine State 
retirement system as a class and do not depend upon the municipality’s member- 
ship to make them eligible. In effect, then, for the purpose of the State retire- 
ment system, a teacher is considered a State employee. But for social-security 
purposes a teacher is considered an employee of the municipality and where 
suocial-security coverage is to be extended to employees of a municipality which 
belongs to a retirement system, it must under the Social Security Act, include 
all municipal employees covered by the system. 

Since the laws of Maine preclude social-security coverage for teachers, the 
employees of municipalities which belong to the State retirement system are 
presently denied social-security benefits because of the requirements of the 
Social Security Act. The bill which has been introduced would permit the 
State of Maine to treat teachers in the same manner that the Social Security 
Act treats policemen and firemen—as a separate class. 

The Social Security Act presently contains special provisions for many 
States including Florida, Georgia, Minnesota, Nevada, New Mexico, New York, 
North Carolina, North Dakota, Oklahoma, Oregon, Pennsylvania, South Carolina, 
South Dakota, Tennessee, Texas, Washington, Wisconsin, and the Territory of 
Hawaii. 

It is my hope that the Congress will be able to adopt this measure this year so 
that the employees of cities and towns in Maine may participate in the social- 
security program. 


MAINE MUNICIPAL ASSOCIATION, 
Augusta, Maine, June 8, 1958. 
Hon. FREDERICK G. PAYNE, 
United States Senate, 
Washington, D. C. 

Dear FreD: When I was in your office May 22, I discussed with the members 
of your staff the status of the measure that you introduced for us concern- 
ing social-security coverage for municipal employees, S. 3424. John Fessen- 
den suggested that I write a letter restating the necessity of securing the 
legislation this session and append a list of municipalities and quasi-municipal 
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corporations that would be affected, with the approximate number of employ- 
ees in each unit. Attached you will find such a list and will note that 22 
municipalities and 23 quasi-municipal corporations with a total of 3,363 em- 
ployees are involved. Briefly, the problem is that these political subdivisions 
joined the Maine State retirement system without first having secured the 
benefits of social security. Under Maine law as it existed prior to 1957, 
these municipalities were not permitted social-security coverage. Maine law 
was changed by the Public Laws of 1957, chapter 338, so that the State now 
authorizes coverage if the Federal law permits. The problem at the moment 
is that Federal law does not permit these municipal subdivisions to take 
advantage of the social-security program because the employees became part 
of a specified class upon joining the retirement system. ‘Thus, legislation is 
necessary to permit the creation of anotber class within this group. This may 
be accomplished by an amendment permitting the State of Maine to desig- 
nate teachers as a class separate from other municipal employees. This des- 
ignation is needed because of the fact that teachers under Maine law are 
considered as State employees for the purposes of the State retirement sys- 
tem whether or not the municipal subdivision has joined the retirement system. 

In effect, S. 3424 would permit the State of Maine to treat teachers in the 
same manner that the Social Security Act treats police and firemen; that is, as 
a separate class outside of coverage. 

Very possibly, this letter, the appended list of municipal units, and a copy 
of my letter of February 27, 1958, including the attached letter to John R. 
Campbell, of the Boston office of Social Security, under the date of February 24, 
would serve to give sufficient ‘background material so that the State's prob- 
lem could be clearly stated. For your convenience, I am enclosing duplicates 
of the two letters above mentioned. 

May I thank you again for the assistance that you have given us with this 
problem, and hope that we may be able to see the successful passage of this 
needed legislation in the not too distant future. 

Sincerely yours, 
FRANK G. CHAPMAN. 


Local Participating Districts Under Maine State Retirement System 


Approwimate Approzimate 
numvoer of number of 
Name of unit employees Name of unit employecs 
PRORID AMO id ccivecvicnionenionemine 45 | Livermore Falls Water District— 8 
I iia E 8 cn ctitienithcpiieasiictein WPL Te Coats ctenc aoe 25 
Portland Public Library_------- 25 | Augusta Water District... ~~~ 30 
Bs iictditin cic mnnaaaiienes Oe Fi rviccncsinb binaaoaciaees 35 
County of Cumberland__------- NS site aia an catteacprmpeterb heen gianna 50 
CI tain cik sc randitotwmecneninss SAE CO a eisctctna mean insta maen 30 
auth... 2G NE S hniiccs wneud 150 | Xork.. Water. Distrivt........... 10 
TN ii alicia alacant al ea 40} Washington County-..--------- 30 
County of Penobscot-_--------~- Oe | PCO i ann ma cdneccneabonnh 50 
I isi ascaat nc eatin tt ioe 45 | Auburn Public Library. ----~- 10 
Kittery Water District-_-_----- 20 | Maine-New Hampshire Bridge 
AC inte wnetinnticunadiedte 30 IAA Sins oka ceeded 10 
RT DRCOG iicctiaiinisinnsicutionna A aceite teins toteadetiadaaae 15 
pT ee , ST ee I ia cb ioe airen ehes 30 
OSG FR ckictiimectemmctiie 40} Kennebee County_-.----------- 25 
ie ii ostictdsccasactancasbicnc aoneia aheimaiinnts Dh Se sities i ae Abas ealaed 400 
Bath Water District._....-.-.. 25} Maine Turnpike Authority___--- 225 
RN is. out cigsiatn wii palais 400} Auburn Water District.-_.------ 20 
Boothbay Harbor Water District 10} Auburn Sewerage District___ _- 15 
Bangor Public Library__.---.-- 30 | East Millinocket *_...-..--_--_. 30 
CR itis cointgin seas et vastnanleiies 40| Maine Municipal Association *__ 5 
PIE cc eset ca Aaienlcnadaleeete 150 | Hancock County ‘..-......--._. 80 
reouiton. Water 60: 2. ccc e nen 45 | Bangor Water District-__.----_ 50 
a inline te as ieee 145 | Oxford County ‘in saute cn cak 40 
Rio saconsinin aoa nde ah een 20) Bueno is. a i a 35 
Kennebec Water District___.___ 25 


1 These units are presently covered by both systems as each secured the benefits of the 
social-security program before applying for membership in the Maine State retirement 


system. 
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FEBRUARY 24, 1958. 
JoHN R. CAMPBELL, Jr., 
Regional Representative, Bureau of Old-Age and Survivors Insurance, 
Department of Health, Education, and Welfare, Boston, Mass. 


DeAR Mk. CAMPBELL: This letter will serve to confirm our discussions held in 
Earle R. Hayes’ office on February 14, relative to the proposed amendment to 
the Federal Social Security Act covering certain classes of municipal employees. 

The history of this proposal is roughly as follows: The Maine Municipal 
Association secured an amendment to the Revised Statutes of 1954, chapter 65, 
section 1, which declared it to be the policy of the Maine Legislature that em- 
ployees of political subdivisions, whether or not members of an existing retire- 
ment or pension system, would be eligible for the benefits of social security. This 
amendment went on to state that teachers, policemen, and firemen were specif- 
ically excluded from this policy if they are under an existing pension or retire- 
ment plan. This law is Public Law 1957, chapter 338. 

This legislation was brought about primarily because of the mobility of mu- 
nicipal employees in those communities that were unable to be covered by social 
security because they had joined the State retirement system first. There are 
only some 25 or 30 Maine communities who will be affected, as any community 
that accepted social security first may join the State retirement plan without 
giving up the social-security program. 

The discussion covered the proposed amendment submitted by Senator Payne, 
a copy of which is attached, which, unless read against the background of chap- 
ter 338, does not accurately point out what we wish to accomplish in amending 
the Social Security Act. 

It was further brought out that Senator Payne’s proposal should be amended 
by including a definition of teachers that would effectuate the exclusion. It 
Seemed to be mutually agreed that “teacher,” as defined in the Maine State 
retirement law, enacted as Public Law 1955, chapter 417, and as amended in 
1957, would be sufficient to meet this need. Section 1 of the retirement law 
defines teacher as follows: “Teacher” shall mean any teacher, principal, super- 
visor, school nurse, school dietitian, school secretary, or superinendent employed 
in any public school, including teachers in unorganized territory. This defini- 
tion would not exclude school janitors, bus drivers, etc., who would then be in 
the covered classifications. 

The major problem in the State of Maine is that teachers are covered by the 
Maine State retirement system as a class and do not depend on the munici- 
pality’s membership to make them eligible. Thus, for the purposes of the State 
retirement system, a teacher is classified in essence as a State employee. 

Our proposed legislation is designed to permit the State of Maine to treat 
teachers in the same manner that the Social Security Act treats police and 
firemen, that is, as a sparate class outside of coverage. 

I believe that this covers, in general, our discussion, and sets forth the problem 
facing us in Maine. For your convenience I am including Senator Payne’s 
proposal with our proposed amendment added. 

May we hear from you at your earliest convenience, as we hope to be able 
to forward a copy of this to Senator Payne to enable him to introduce the 
necessary legislation. 

Sincerely yours, 





FRANK G. CHAPMAN, Pvecutive Secretary. 


MAINE MUNICIPAL ASSOCIATION, 
Hallowell, Maine, February 27, 1958. 
Hon. FrepERICK G. PAYNE, 
United States Senate, Washington, D. C. 

Dear SENATOR: I was extremely pleased to receive your letter of February 
24, concerning the proposed amendment to the Social Security Act. We had 
just recently held a meeting with the Boston regional representatives concern- 
ing the very same matter, which was successful in that it brought to them for 
the first time the reasons why we consider such an amendment necessary for 
the State of Maine. 

Their point of view was essentially the same as Mr. Christgau, that is, that 
we were attempting to create special treatment for a specified class of employees 


in this State. 
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When it was pointed out that the amendment was necessary to correct an 
existing inequity, namely, that some municipalities in Main had joined the 
State retirement system before seeking social security, and were thus precluded 
from the social-security program, while others who joined the social-security 
program first could later join the State retirement system and thus realize the 
benefits of both programs, it was mutually agreed that our proposal had merit. 

One point was brought out as a measure of clarification, and that was the 
definition of the word “teacher.” It was suggested that your proposal be 
amended to include the present Main definition. 

I am enclosing a copy of a letter to Mr. John R. Campbell, which confirms 
and summarizes our meeting discussing the above points. It is our hope that 
this legislation will be successful and that these Maine communities will no 
longer be prevented from being eligible for the benefits of the social-security 
program. 

I received your letter concerning the amendment to the urban renewal pro- 
gram, and will bring it to the attention of our executive committee, who meets 
today. 

Thank you again for your assistance in this matter. 

Sincerely yours, 
FRANK G. CHAPMAN, Hrecutive Secretary. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., June 25, 1958. 
Hon. WILsBurR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Mr. Mitts: At the request of my constituent, Mr. Keyes C. Gaynor, con- 
sulting engineer, Sioux City, Iowa, I am enclosing his statement concerning 
complications which have arisen in his case because of the “dropout” provision 
in the Social Security Act. 

Mr. Gaynor feels that there are a number of people in similar circumstances 
who have been penalized by this provision. He feels that proper amendments 
should be made to the Social Security Act to correct this situation. I would 
be pleased if his statement could be included in the record of your current 
hearings. 

With all good wishes, I am 

Sincerely yours, 
CHARLES B. HOEVEN, 
Member of Congress, Bighth District of Iowa. 


STATEMENT OF KEYES C. GAYNOR RELATIVE TO THE INTERPRETATION OF THE “Drop- 
oUT”’ PROVISION IN THE SocraL SEcURITY AcT 


The “dropout” provision of the Social Security Act has been interpreted in 
my case as hereinafter explained. I am not so important, but other people will 
probably get caught in the same trap and be deprived of their just dues. 

My case is outlined as follows: The State of Iowa had previous to July 1, 
1953, a social security system which applied to city employees. On July 1, 
1953, the regional directors of the United States social security system signed 
a contract with the members of the Iowa Social Security Commission by which 
the United States social security system took over the obligations of the Iowa 
Social Security Commission. 

On July 1, 1953, I was, and had been for some time, acting city civil engineer 
of Sioux City, Iowa, and so insured under the Iowa system. And when the 
United States social security system took over, I was fully insured. In fact, I 
had a rebate coming on what I had paid into the Iowa system. 

On May 1, 1954, I was 70 years old and resigned as city engineer, and so was 
eligible to collect $98.50 per month for myself and $49.25 per month for my 
wife provided I did not earn over $100 per month for other work. However, I 
did not choose to apply for social security payments at that time because I had 
work in sight which would pay more than $100 per month. However. this 
did not work out and I had very little net profit from my business for the next 
2 years. 
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However, early in 1955, I was told by someone that it was mandatory that I 
apply for my social security payments very shortly after I left the employ of 
the city of Sioux City and if I did not so apply very shortly after I left the 
employ of the city, my social security payments would be reduced in amount 
because of a so-called “dropout” provision in the law. 

Therefore, on February 10, 1955, I visited the social security office in Sioux 
City and made inquiry as to whether it was essential that I make application 
for social security payments at that time. The man in the office studied the 
matter for a day or two and then told me that I was fully insured, and I could 
make application for my social security payments at any time, and I would 
collect the full $98.50 per month. 

Relying upon that information, I did not apply until March 23, 1956, when 
I was closely approaching my 72d birthday and would not be subject te the limit 
on earnings of $100 per month. 

Now this is when the trouble started. When I filed my application on March 
23, 1956, the Sioux City office people expected me to get the full $98.50 per month 
but when the papers of the application were sent to the Kansas City office, they 
reduced my payments to $83.50 per month and my wife’s payment to $41.75 per 
month and I protested. At the suggestion of the Sioux City office I filed a 
“Request for reconsideration” on January 30, 1957, and it was denied, and I 
am now receiving only the $83.50 per month. 

In conclusion: First, it is difficult for me to understand why the amount of 
my social security payments should have been reduced when the only thing 
I did was not to apply for social security immediately after resigning from the 
position as city engineer. By not applying for my social security immediately 
upon leaving the city hall, I saved the Social Security Administration some $3 
thousand, and for so doing I am penalized some $15 a month and my wife 
$7.50 per month. 

Now, I am not asking that the Congress do anything for me personally. Al- 
though, I would like to have my full $98.50 a month from here out, the thing 
I am asking the Congress to do is to so clarify the law so that other people will 
not be penalized for not taking their social security payments until they want 
to take them. Under the present interpretation of the law, if I had waited 
longer than I did, the penalty would have been greater and my monthly pay- 
ments nothing. This situation, I think, is unfair and unreasonable especially 
in view of the fact that I know of several cases where a person has only made 
2 or 3 payments into the social security fund and received the full $98.50 per 
month, whereas, I was fully paid up when the United States social security system 
took over. 

I do not think that the present interpretation of the law is what the Congress 
intended it to be and my only request is that the law be changed so that other 
people will not be caught in the same trap that I have been caught in. 





CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., June 12, 1958. 
Honorable Wirrur D. MILts, 
Chairman, House Committee on Ways and Means, 
United States House of Representatives, Washington, D.C. 


Dear Mr. CHatRMAN: This is to support the design and intent of H. R. 11256 
and S. 3424, identical bills introduced to the Congress for the purpose of amend- 
ing the Social Security Act so as to promote consistency as between Federal and 
State of Maine laws. 

The heart of the matter is that present Maine law permits school teachers to 
perform under a retirement system aside and apart from the Social Security Act. 
This is, however, in conflict with the existing provisions of the Social Security 
Act, which considers a teacher an employee of the municipality subject to the 
act wherein it is applied to municipal employees. 

I earnestly urge your committee to give favorable consideration to such an 
amendment, as provided for in H. R. 11256 and S. 3424, thereby permitting 
teachers in the State of Maine to have the same separate class treatment under 
the Social Security Act as do policemen and firemen. 
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Mr. Chairman, I would very much appreciate your inserting this statement 
into the official record of the general social security hearings to be conducted 
June 16 through June 27, 1958. 


Respectfully yours, 
Cutrrorp G. McINTIRE, 
Member of Congress, Third District, Maine. 
(Whereupon, at 12:03 p. m., the committee recessed, to reconvene 
at 10 a.m. Friday, June 20, 1958.) 


"as 
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FRIDAY, JUNE 20, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANs, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CuarrmMan. The committee will come to order. 

The first witness this morning will be our colleague from West Vir- 
ginia, the Honorable Elizabeth Kee. 


STATEMENT OF REPRESENTATIVE ELIZABETH KEE, OF WEST 
VIRGINIA 


Mrs. Ker. Mr. Chairman and other distinguished members of the 
Ways and Means Committee of the House of Representatives, I ap- 
preciate the opportunity to make this brief statement in reg: ard to 
amendments to the Social Security Act. I am delighted that this 
committee, which can claim a major share of the credit for the success 
of this great humanitarian program, has decided to review social- 
security legislation with a view to proposing amendments to the act. 

It is my opinion that social security is now an accepted part of our 
government system. Also, that the program has been successful is 
a well-known fact. It has brought security for old age within the 
reach of millions of families who otherwise would face retirement 
years with uncertainty, and in many instances downright hardship. 

No one, I am sure, believes for one moment that the system is per- 
fect. From my careful study of this whole problem during my years 
in the House, I have come to the conclusion that some changes i in the 
basic act are not only desirable but necessary. I am sure this com- 
mittee will consider the changes I am proposing during your delibera- 
tions. 

First, Mr. Chairman, serious consideration must be given to the 
idea of increasing the minimum payments. I believe it w vould be pos- 
sible to set the minimum at $100 a month for a couple. Many retired 
people rely a upon their social-security payments and the aver- 
age payment is far less than the amount I am proposing. 

“The first reaction of many people to a suggestion of this kind is 
that the trust fund cannot support the added cost. No doubt the 
latest report of the Federal old-age and survivors trust fund board of 
trustees disturbs some people. This report shows that for the next 
5 years the system will pay out more in total benefits than it receives 
in taxes and interest from the fund. However, this is no startling 
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development. The trust fund was established to meet such situations 
and once the unbalance created by addition of new people to the rolls 
in recent years is corrected, the annual surplus will again prevail. 
People realize social security is insurance and, like all insurance, pre- 
miums must be paid over the years to build up the protection. They 
will, I believe, be willing to pay even higher premiums for this added 
protection. 

Also, Mr. Chairman, serious thought should be given to lowering 
the retirement age to 60. Unfortunately, there is developing in this 
country employment practices which bar jobs to men and women over 
60. People in this age group who are unfortunate enough to lose 
their jobs face a critical situation. Their problem must be recognized. 

Another area which could be profitably studied by this committee 
for necessary action is that of an effective date for widows to draw 
payments. I believe the present age of 62 is totally unrealistic. The 
age of 50 would be most reasonable and realistic. Widows of 50 have 
a difficult time making a living. This is a fact of our modern so- 
ciety which should be recognized by the Congress. 

We are living in a changing economy, Mr. Chairman. Automation 
and mechanization are doing away with the jobs of men who have 
worked for years in the same industry. They have very little, if any, 
hope of returning to the job for which they are trained and expe- 
rienced. Automation is a new industry. More and more, machines 
and electronic devices will take over the jobs now performed by men 
and women. The older these people are when displaced, the more 
difficult it will be for them to find new employment. That is wh 
these changes I have proposed in the social-security laws have oak 
immediacy and urgency. 

This committee has demonstrated in the past that it welcomes con- 
structive suggestions on all legislative matters with which it is con- 
cerned. I greatly appreciate the opportunity to offer these sugges- 
tions, and I know you will, in your deliberations, give them careful 
consideration. 

The next witness this morning will be our colleague from Michigan, 
the Honorable John Lesinski. 

Mr. Lesinski, what is the number of your congressional district in 
Michigan ? 

Mr. Lestnsxr. The 16th District, Mr. Chairman. 


STATEMENT OF REPRESENTATIVE JOHN LESINSKI, OF MICHIGAN 


The Cuarrman. You are recognized. 

Mr. Lestnsxi. Thank you, Mr. Chairman. The district, by the 
way, is considered the largest in the Nation, populationwise, and one 
of the most diversified, and has a large number of workers, factory 
workers, miners, and so forth. 

Mr. Chairman, in talking to the individuals in my district I have 
come across a lot of those in the sixties who have spoken to me and said 
that they are working because they have to, in spite of the fact that 
they might have certain disabilities, but if the retirement age were 
lowered they would be most happy to retire and turn their jobs over to 
somebody else. 

In view of the inequities that I feel exist in the retirement system 
under social security and the fact that the cost of living has gone up 
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yay beyond the payments that retirees are receiving presently. I 
have introduced H. R. 12936, which increases the retirement benefits 
15 percent, and takes into consideration the lowering of the age limit 
from 65 to 60, and also in view of the additional cost of the program it 
also increases the proportionate share made into the fund. 

Mr. Chairman, I have a full explanation of the bill. 

May I insert that into the record at this point ¢ 

Mr. Kine (presiding). Without objection, that may be done. 
(The document referred to follows :) 


STATEMENT BY THE HONORABLE JOHN LFSINSKI, A REPRESENTATIVE F'ROM MICHI- 
GAN, ON His Brix, H. R. 12986, To AMEND TITLE II oF THE SOCIAL SECURITY 
Aor To INCREASE BENEFITS BY 15 PERCENT TO PROvIDE THAT FULL BENEFITS 
(WHEN BASED ON ATTAINMENT OF RETIREMENT AGE) WILL BE PAYABLE TO 
BoTtH MEN AND WOMEN AT AGE 60, AND TO PROVIDE FOR INCREASED CONTRIBUTIONS 
TO THE FUND TO COVER THE ADDITIONAL Costs 


Mr. Chairman and members of the committee, I am John Lesinski, Represen- 
tative from the 16th Congressional District of Michigan. I appreciate having 
been given this opportunity to appear before you to testify in behalf of my bill, 
H. R. 12936, to increase certain benefits under the Social Security Act by 15 
percent and to lower the eligibility retirement age to 60. 

I sincerely believe that a modest increase of at least 15 percent in social-secur- 
ity benefits is essential if the system is to fulfill its purpose as set forth by one of 
its founders, Michigan State’s Edwin E. Witte, namely, “[to] assure all Ameri- 
eans in all contingencies of life a minimum income sufficient for existence in 
accordance with prevailing concepts of decency.” 

The present average benefit for a retired worker is about $65 a month, for a 
totally disabled person over 50, it is about $75 a month, and for an aged widow it 
is only about $50 a mouth. These amounts are shockingly low in times like these 
and are insufficient to provide subsistence for most of these people. Even the 
maximum individual payment of $108.50 is barely adequate in these days of ever- 
rising prices for food, shelter, and medical care. 

The social-security benefit structure has not kept pace with the rising cost of 
living and increased wages. Therefore, the relative economic position of our re- 
tired workers, dependents, and survivors is steadily deteriorating. The original 
act in 1935 provide for a range of monthly benefits from $10 to $85 to take effect 
in 1940. This was not considered luxurious at that time when the cost of living 
was only about 59.9 percent of the 1947-49 level. In the 18 years since 1940 the 
eost of living has gone up more than 100 percent to 122.5, but the maximum 
social-security benefit has lagged shamefully, having increased only about 35 
percent. 

The last increase in social-security benefits was voted in 1954. But between 
1954 and 1957 disposable per capita income went up 12 percent and average weekly 
wages in manufacturing went up 14.6 percent. As we are all painfully aware, the 
Consumer Price Index has risen 6.7 percent from 1954 to date. But that figure 
does not tell the whole story. The elements of the cost of living for an elderly 
retired person are quite different from those of a younger person. While the 
older family may spend relatively less than the average for homes and home 
furnishings, they spend substantially more for medical care, and medical costs 
have risen more rapidly than any other element in the cost of living. These costs 
in November 1957 were 40 percent above the 1947-49 level while the overall Con- 
sumer Price Index rose 21.6 percent in the same period. The impact of this 
serious increase in medical costs can be appreciated when we realize that accord- 
ing to a nationwide survey, persons over 65 incur 57 percent greater medical 
costs than does. the general population. And hospital expenses for the average 
person in this age group are 92 percent greater than for the population as a 
whole. 

So much for the overall problem. Let us look at the situation from the stand- 
point of an individual retired family. Several years ago a budget was worked 
out for an elderly couple living in Detroit, Mich. It was not an extravagant 
budget in any sense; for example, it allowed one-eight of a pound of butter per 
person per week, 1 work shirt and 1% other shirts per year for the husband, 1 
housedress per year, 1 umbrella every 20 years and eighty-five one hundredths 
of a handkerchief per year for his wife. Yet this modest budget in 1955 prices 
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amounted to about $200 per month which is just about twice what the average 
retired worker and his wife are now receiving from social security. 

I believe the foregoing clearly illustrates the urgent necessity for increasing 
social-security benefits by at least 15 percent as I have proposed. 

Regarding my proposal to lower the eligibility age for full benefits under the 
system for both men and women, I am aware that two primary objections are 
entered. One, opponents claim that it makes the market value of the older worker 
less, and, two, they point to the increased drain on the fund. 

I contend that the lowering of the age limit would have no effect on the market 
value of an older worker. 

A recent survey by the Office Executives Association of New York conducted 
among corporations employing almost 30,000 workers showed that a man or a 
woman over 30 is finding it increasingly difficult to get work—entirely due to 
age—and at 45 the resistence is very heavy. The survey found further that by 
the time a man reaches 50, a full 42.3 percent of the companies will not hire him 
because of his age. When he hits 55, he will be excluded from possible hiring by 
nearly 68 percent of the companies. The woman worker faces a more difficult 
situation. By the time she is 35 about 10 percent of the companies will not hire 
her, and by the time she is 50 some 56 percent will not. The major contention 
of the companies is not that the older workers are less productive and reliable, 
but that training of older workers presents a problem. Yet these companies 
place the most productive years for men between 25 and 55 and for women be- 
tween 25 and 50. In view of these conditions, it appears to me that lowering 
of the age limit would have no appreciable effect on the employability of the 
older worker, since he appears to be of slight market value to most corporations, 
even now with the retirement age at 65. Most of these older workers would, I 
know, prefer to continue to earn their living, but cannot in face of present con- 
ditions. We should, therefore, ease their plight and apprehension over the future 
by making them eligible for social-security benefits at an earlier age. 

Furthermore, developments in our economic system point to the advisability 
of earlier retirement. Increased productivity of the labor force and automation 
have reduced the force required to meet our needs. Therefore, retirement of 
older workers at an earlier age would create more job opportunities and might 
be a big step toward helping not only the millions who are unemployed because 
of the current depression but also the workers in the 40- to 60-year age bracket 
who have difficulty in finding jobs in normal times. 

Insofar as financing both of the above proposals is concerned, estimates of the 
Department of Health, Education, and Welfare show that the combined in- 
crease of 15 percent and the lowering of the age limit to 60, as I have recom- 
mended, would be about 3.26 of payroll. Therefore, appropriate adjustments 
should be made in the contribution schedule as proposed in my bill. 

In view of all these considerations, I respectfully urge the committee to take 
favorable action on my proposals to increase benefits by 15 percent and to lower 
the eligibility age under social security to 60 with full benefits for both men 
and women. 

Mr. Lestnskr. I have a letter from the Secretary of the Depart- 
ment of Health, Education, and Welfare, which is also an explana- 
tion, and with a breakdown of the additional payments of the fund, 
if the committee so desires. 

Mr. Kine. That letter is from the Department ? 

Mr. Lesrnski. Yes, sir. It isan explanation and it is signed by Mr. 
Folsom. 

Mr. Krxe. Without objection, that may also be made a part of 
the record. 

(The document referred to follows :) 

THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE, 
Washington, May 30, 1958. 
Hon. Joun LESINSKI, 


House of Representatives, 
Washington, D.C. 

DEAR Mr. LesINSsKI: This is in further reply to your letter of April 24, 1958, 
in which you requested information concerning the number of old-age and sur- 
vivors insurance beneficiaries in various age brackets and estimates of the costs 
of certain program changes, 
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The total number of persons aged 65 and over receiving monthly old-age and 
survivors insurance benefits at the end of December 1957 was 8.3 million. The 
number of women aged 62-64 who were receiving benefits was 680,000 (510,000 
receiving actuarially reduced benefits, and 170,000 receiving full-rate benefits). 
The amount of benefits paid to persons aged 65 and over in December 1957 
is estimated at $510 million and the amount of benefits paid to women aged 
62-64 is estimated at $32 million. 

If the eligibility age for both men and women were reduced to 60, an esti- 
mated total of 4 million persons would become eligible. If the reduction were 
to apply to women only, it is estimated that an additional 1 million women 
would become eligible. An additional estimated 1.2 million women aged 62- 
64 who under present law are eligible for actuarially reduced benefits only 
would become eligible for full benefits. 

The estimated additional level-premium cost of lowering the eligibility age 
for both men and women to 60 without actuarial reduction is 1.80 percent 
of taxable payroll; it would be 0.90 percent if the eligibility age were reduced 
for women only. The estimated additional cost if all benefits were increased by 
15 percent (with no other changes) is 1.19 percent of payroll. The additional 
cost of the combination of a 15-percent benefit increase and a lowering of the 
eligibility age for both men and women to age 60 is estimated to be 3.26 per- 
cent of payroll: if the eligibility age were reduced for women only; the cost 
would be 2.28 percent of payroll. 

I hope that this information will be helpful. 

Sincerely yours, 
M. B. Foisom, 
Secretary. 


Proposed contribution schedule under H. R. 12936 (percent) 
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Mr. Lestnsxt. Thank you, Mr. Chairman. I appreciate being given 
the privilege of appearing before you this morning. I hope the 
committee can give favorable consideration to my proposals. 

Mr. Kine. Thank you very much for your appearance before the 
committee this morning and the information you Seve given the com- 
mittee. 

Mr. Lestnsxi. Thank you. 

Mr. Kina. The Chair next recognizes our colleague, the Honorable 
Victor A. Knox, from the 11th Congressional District of Michigan. 


STATEMENT OF REPRESENTATIVE VICTOR A. KNOX, OF MICHIGAN 


Mr. Knox. Mr. Chairman and distinguished members of the Com- 
mittee on Ways and Means, I am grateful for this opportunity to 
appear before this great legislative committee for the purpose of 
testifying in behalf of pr oposals to improve our social-security system. 

I commend the committee membership for taking time in its busy 
schedule to conduct a public hearing so that Members of Congress 
and other interested persons may present their views on meritorious 
improvements in the social-security law. I am sure that we would all 
hope that it will be possible to improve and make more adequate 
this program. that is so essential to the retirement security of our 
senior citizens. Improvements that should be made in the law include 
a more adequate level of benefit payments, a liberalization of the 
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retirement test so that partially retired individuals could increase 
their earnings without loss of benefit entitlement, and improvement 
in the percentage of a primary insured benefit amount that is avail- 
able for widows and dependent children of deceased individuals. 

We are all cognizant of the urgent need for maintaining the old- 
age and survivors insurance system on an actuarially sound basis. 
In view of the fact that an actuarial study is presently being made of 
the status of the old-age and survivors insurance trust fund, the com- 
mittee may find it necessary to defer the liberalizations to which I 
have alluded until a completion of this study in December 1958. 

However, there are two meritorious changes that I believe could and 
should be enacted into law in the present session. The first of these 
proposals would blanket in the present aged upon attaining age 70 
and would increase the minimum benefit from its present level of $30 to 
a proposed level of $40. This proposal has, in my judgment, much to 
commend it to the Congress. It would mean that many of our senior 
citizens who are now subject to the humiliation of demonstrating need 
to be able to receive old-age assistance would be eligible for old- age 
and survivors insurance benefits as a matter of statutory right. It 
would mean that to the extent that the Federal Government m: _ 
OASI benefit payments to such deserving individuals, the Federa 
expenditures for old-age assistance could be proportionately eee 
I would propose that ‘the integrity of the OASI trust fund be pre- 
served by reimbursing the fund for amounts paid to benefit recipients 
who are blanketed into the system. It is true that a large Bai of 
aged individuals would be given benefit rights for the first time under 
this proposal but as the OASI system matures and as universality of 
coverage is realized the number of individuals so blanketed in would 
diminish until it reaches virtual insignificance. The people who have 
been denied OASI coverage in the past and have now reached retire- 
ment age were precluded ‘from participating in the program by the 
failure of Congress to enact legislation giving them the opportunity 
to obtain this protection. It is appropriate t eviews that Congress 
should legislate to correct this oversight. Also, the increase in the 
minimum benefit to $40 would assure an increase in benefit entitlement 
to many of our deserving citizens. 

The second legislative proposal that I urge for favorable action this 
year is limited in its applicability but would serve to correct what I 
am sure is an unintended hardship in the law. It will be recalled 
that the social security amendments of 1956 provided that benefit eligi- 
bility would be continued beyond the age of 18 with respect to a child 
who is mentally or physically retarded. ‘Two instances in my con- 
gressional district. have been called to my attention where this institu- 
tion of benefit eligibility beyond age 18 for retarded children has 
resulted in a net reduction in the combined OASI and public-assist- 
ance payments received by needy families. While the basic cause for 
the reduction in this combined benefit is properly attributable to the 
State administration of the public assistance program, the problem 
could be alleviated by an amendment to title II of the Social Security 
Act relating to the old-age and survivors insurance program. I would 
propose that section 203 of the act be amended so as to increase from 
80 percent to the proposed level of 90 percent the portion of an individ- 
ual’s average monthly wage that may be received as a maximum bene- 
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fit. This proposal would be effective in ameliorating the situation 
confronting the two families in my congressional district, and I am 
confident would provide meritorious assistance in the limited but still 
significant number of similar cases that exist elsewhere in the United 
States. In the two cases with which I am familiar the new entitle- 
ment to a child’s benefit allowed under the 1956 amendment caused a 
reduction in the amount of the spouse’s benefit so that a portion of the 
total family benefit was payable with respect to the dependent retarded 
child. Because the child was eligible for OASI secondary benefits, 
the State welfare program discontinued public-assistance payments 
with respect to such child. Asa consequence what was intended to be 
a beneficial improvement in the law actually resulted in less money 
being available to the two needy families that were similarly affected. 
By increasing to 90 percent the amount of an individual’s average 
monthly wage that would establish the maximum benefit, I would 
make it possible for the spouses to continue to draw an unreduced 
benefit even though the child had his benefit entitlement reinstituted. 

Mr. Chairman, I sincerely appreciate the thoughtful consideration 
that has been given to my presentation today by the membership of the 
Committee on Ways and Means. 

Mr. Kina. Are there any questions? Apparently not. Mr. Knox, 
we thank you for coming before the committee and giving us the 
benefit of your views on this subject. 

Mr. Knox. Mr. Chairman, with the committee’s permission I would 
ask that there be included in the record a resolution adopted by the 
Schoolcraft County board of supervisors with respect to public assist- 
ance so that it may receive the careful attention of the committee in its 
deliberations on this subject. 

Mr. Kina. Without objection, it is so ordered. 

(The resolution is as follows:) 


RESOLUTION 


Whereas the Schoolcraft County Board of Supervisors has received notice 
from its county welfare department that welfare funds are rapidly depleting 
and are not sufficient to meet welfare needs for the remainder of 1958; and 

Whereas the board of supervisors is gravely concerned about the welfare 
needs of its people and the lack of funds to provide relief for the same; and 

Whereas the County Welfare Department of the County of Schoolcraft has 
exhausted all funds appropriated for 1958, and is now financing its operations 
on a deficit basis and charging such expenditures against its budget for the 
year 1959 with the result that the county, within the next several months, 
will find itself without any funds for any purpose ; and 

Whereas it is now certain that present welfare funds will not be sufficient 
to maintain minimum relief standards for the remainder of the fiscal year; and 

Whereas by inquiry the board of supervisors is informed that a similar 
financial dilemma exists in counties throughout the State of Michigan; and 

Whereas a major part of the problem has been created by the cutback of 
State. participation in direct relief and hospitalization by the reduction of direct 
relief aid by the State of Michigan from 50 percent to 30 percent, the increasing 
of hospitalization responsibilities to county units and the reduction of hos- 
pitalization State aid from 90 percent to 55 percent with a further reduction effec- 
tive May 1, 1958, from 55 percent to an undetermined lower percentage; and 

Whereas the legislature of the State of Michigan has recessed without making 
provision for additional welfare and relief funds so that the county welfare 
departments are left with ever-increasing welfare loads but without funds to 
administer the needed assistance; and 

Whereas the State department of welfare has the right to reduce or dis- 
continue the distribution of welfare and relief moneys to the county units 
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when State funds are being depleted at a higher than normal rate or have 
been completely exhausted, leaving the counties with the welfare problem but 
without the funds to carry on welfare programs; and 

Whereas Schoolcraft County can presently find no solution to the welfare 
problems other than to do as the State of Michigan does in decreasing welfare 
allowances and eventually discontinuing assistance entirely when all funds 
have been depleted ; and 

Whereas the Schoolcraft County Board of Supervisors believes that, since 
the greater part of tax revenues lie with the Federal and States governments, 
that those governments should make more funds available for relief and welfare, 
to be disbursed either by those units of government directly through its own 
agencies or through county agencies by fund allocation ; and 

Whereas the rules for eligibility for most forms of welfare are set up by 
the State and Federal Governments and in so doing, this board feels that the 
responsibility of family groups to help one another has been minimized and 
that the rules for all persons of reasonable means to bear a greater portion 
of the cost of assisting members of their families in need so that a larger 
portion of available welfare funds can be retained for those needy persons 
without family members to assist them : Now, therefore, be it 

Resolved, That the Schoolcraft County Board of Supervisors go on record 
in favor of revising the rules and laws to require responsible relatives to bear a 
greater share of the welfare load and to further urge the elected representatives 
in the State and Federal Governments to do all in their power to have their 
respective governments assume a greater portion of the cost of welfare; and 
be it further 

Resolved, That a copy of this resolution be forwarded to the Honorable G. 
Mennen Williams, Governor of the State of Michigan; Hon. Victor A. Knox, 
United States Congressman; Hon. Patrick V. McNamara and Hon. Charles PF. 
Potter, United States Senators; Hon. William Miron, Michigan senator; Hon. 
Gilbert Wales, Michigan representative, and to the several boards of super- 
visors in the Upper Peninsula. 

Froyp C. SAMPLE, Chairman. 
FERDINAND Lesica, Clerk. 


Mr. Kine. The next witness is our colleague Merwin Coad, from 
the State of Iowa. 


STATEMENT OF REPRESENTATIVE MERWIN COAD, OF IOWA 


Mr. Coap. I am Merwin Coad, a Representative in Congress from 
the Sixth Iowa District. 

Mr. Chairman, and members of the committee: I welcome this 
opportunity to appear before you today to present testimony in sup- 
port of my bill, H. R. 12007, to amend title 2 of the Social Security 
Act. In comparison with some of the far-reaching measures which 
have been referred to you for study and consider: ation, my bill may 
seem relatively simple and insignificant. Yet this proposal is of 
great importance to those people employed i in the occupational groups 
which were brought under social security coverage in 1955. 

H. R. 12007 is concerned only with one provision of the act. It 
would waive the requirements that 20 quarters of the last 40 be in 
the type of employment covered by the act as amended, as a pre- 
requisite to qualify for disability benefits and the disability freeze 
provisions which were incorporated into the Social Security Act in 
1956, in cases of individuals whose type of employment or self-em- 
ployment has not been covered for a sufficient length of time to enable 
them to satisfy such a requirement. 

As you know, the amendment to the Social Security Act provided 
certain disability retirement benefits and a procedure for freezing 
social security accounts of persons in the program who are 50 or 
over, and because of physical disability are unable to continue work- 


ing. 
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These new benefits are extended to all people covered by the act 
who become disabled to the extent prescribed by that amendment. 

This broadening of the Social Security Act is a great forward step 
in social security legislation. However, one of the prerequisites re- 
quired an individual to have worked 20 of the last 40 quarters in a 
type of employment covered by the act. 

The farmers, clergymen, dentists, architects, lawyers and other 
small occupational groups whose employment was brought under the 
social security in 1954, are precluded from qualifying for disability 
benefits or the disability freeze simply because their particular type 
of employment was not brought under the act until 1954. Yet other 
benefits of the act are available to them. To illustrate my point, 
suppose that a farmer over 50 joined the program in 1955 or as soon 
as his type of employment was brought into the program, and today 
he has a serious accident or a heart attack, whereby he is permanently, 
physically disabled, according to the provisions of the act. 

He meets the requirements of being fully and currently insured, 
yet he cannot possibly qualify for disability benefits because his type 
of employment has not been covered for a sufficient length of time to 
enable him to satisfy the 20-quarter requirement. 

What is more important is that he will lose all eligibility for social 
security payments of any kind if this disability occurred before his 
64th birthday, because under the present law, to receive benefits at 
65 he must have been in covered employment for all but 4 quarters 
since January 1, 1955. 

So if disability through some misfortune causes him to lose more 
than 1 year of salary prior to reaching 65, he loses all of the benefits 
provided by the act. 

As a representative from a farming district, and as a minister, 
I feel that the social security law with respect to the disability benefits 
and the disability freeze provisions is unjust and discriminatory 
against the farmers, ministers, lawyers, dentists, and other groups 
included in the program by the 1954 amendment, because a member 
of any one of these groups who has had the sad misfortune to incur 
a physical disability, though he be fully and currently insured, can- 
not possibly meet the 20-quarter requirement. 

Mr. Chairman, if enacted, my bill would waive this requirement 
for either the disability benefits or the disability freeze for those 
individuals of this latest category of workers to be covered by the 
social security program, who, though otherwise fully eligible for 
these benefits, cannot satisfy this one requirement because their type 
of employment has not been covered for a sufficient length of time. 

Unquestionably, the Social Security Act is one of the greatest 
achievements ever attained by the Congress. It provides a weapon 
to combat an age-old sociological problem of mankind. However, 
Congress faces a task of considerable magnitude in revamping the 
social security structure to make it simpler and more effective, and 
yet it is a mandate because of the unfortunate circumstances which 
do exist. I have submitted H. R. 12007 to correct an unfortunate 
and unforeseen complication for our small occupational groups which 
were brought under the act in 1954. 

I feel certain this inequity was not intended by Congress and that 
my bill if enacted would correct this particular blind spot in our 
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law by providing social security benefits for those qualified individu- 
als who are disabled by sickness or accident after the age of 50. 

Thank you very kindly, Mr. Chairman. 

Mr. Kine. Does that complete your statement ? 

Mr. Coan. Yes, it does. 

Mr. Kine. The committee wishes to thank you, Mr. Coad, I think 
you have touched on a vital section of the act 

Are there any questions ? 

If not, thank you very much. 

Mr. Coap. Thank you. 

Mr. Kine. The next witnesses are Mr. Schanes and Mr. Groves. 

Kindly identify yourselves for the record, please. 


STATEMENTS OF STEVEN E. SCHANES, DIRECTOR, NEW JERSEY 
STATE DIVISION OF PENSIONS; AND WILLIAM E. GROVES, SECRE- 
TARY-TREASURER OF THE TEACHERS’ RETIREMENT SYSTEM OF 
LOUISIANA 


Mr. Scuanes. Mr. Chairman, and members of the committee, my 
name is Steven E. Schanes. I am director of the New Jersey State 
Division of Pensions. I appear before this committee as president 
of the Conference of State Social Security Administrators in accord- 
ance with the action of the national conference held on September 9 
and 10, 1957, in Denver, Colo. 

The ‘membership of the conference is composed of the persons who 
are responsible for administering the coverage provisions of the old- 
age, survivors and disability insurance program as it relates to the 
governmental employees of 47 States and the Territories of Hawaii, 
Alaska, and Puerto Rico. 

It should be noted that of the approximately 514 million States and 
local government employees, about one-half are presently covered un- 
der the old- -age, survivors and disability program. 

The interest of the conference lies primarily in the area of the ad- 
ministration of the Federal social security program. We are basically 
concerned with improving the efficiency of administrative procedures 
in the interest of economy and better service to our many employees 
and employing units. 

Therefore, our presentation to you today deals solely with admin- 
istrative aspects of the Social Security Act. We do not take a posi- 
tion with regard to such matters as the benefit and rate structure of 
the old-age, ‘survivors and disability insurance program. The three 
recommendations which we make are the result of our sincere interest 
in improving administrative efficiency. 

I am pleased to present Mr. W illiam E. Groves, who will set forth 
the specific rec ommendations of the conference. 

Mr. Groves. Mr. Chairman, and members of the committee, my name 
is William E. Groves. I am secretary-treasurer of the teachers’ re- 
tirement system of Louisiana. 

I specifically represent today Mr. A. B. Tugwell, who is social se- 
curity administrator in Louisiana, and Mr. W. R. Huff, who is social 
security administrator in Mississippi. 

Mr. Krxc. The Chair understands, Mr. Groves, that you gentlemen 
are highly qualified in the field in which you are to testify, and the 
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committee will be pleased to receive your recommendations. But I 
wish also to mention that Mr. Boggs, from your great State, is un- 
avoidably kept from the sessions this morning. 

Mr. Groves. Thank you, sir. I regret very much that I have 
missed Mr. Boggs. 

We happened to cross. He was flying to New Orleans and I was 
flying here. I have the honor of presenting to the committee the 
recommendations of the Conference of State Social Security Admin- 
istrators referred to by Mr. Schanes. 

I will present a short statement concerning the three areas with 
which we are concerned and our recommendations with regard to 
amendatory language. 

STATE OF LIMITATIONS 


The Federal Insurance Contributions Act applicable to private 
employers places a time limitation on assessment and collection of 
taxes due. Section 218 of the act governing administration of vol- 
untary State and local agreements is silent in this regard. 

The Conference of State Social Security Administrators, recogniz- 
ing the inequity in treatment, urges enactment of the following 
amendment to section 218 which would provide under similar condi- 
tions involving assessment and collection of contributions that the 
State and private employers would be handled the same. 

We therefore recommend: That section 218 (e) (1) of the Social 
Security Act be amended by striking the period at the end of the 
first sentence thereof and adding the following: 

; subject to the statute of limitations applicable to privae employers with 


regard to collections of social security taxes as provided for in section 6501 (a) 
of said Internal Revenue Code. 


RETENTION OF THE QUARTERLY WAGE REPORTING SYSTEM 


Under the contractual agreement between individual States and 
the Department of Health, Education, and Welfare, Bureau of Old 
Age and Survivors Insurance, each State is held responsible for ac- 
curate and timely reports and remittances from all covered entities 
within the State. 

Each State is held liable for and is subject to penalty if reports are 

delinquent or if errors occur in withholding. The States have, there- 
fore, found it necessary to enforce rigid controls and to conduct thor- 
ough audits of reports. 
Under the proposed plan of annual reporting, the State adminis- 
tration would receive each quarter from each covered entity the 
employee and employer contributions and a memorandum showing 
total subject salary. 

Individual accounts would not be shown. At the end of the year or 
upon termination of employment, the reporting entity would report 
to the Internal Revenue Service the total salary and total tax with- 
held from each individual. 

At the completion of the audit of this report, the Bureau of Old- 
Age and Survivors Insurance would notify the State administration 
of discrepancies which have then, for the first time, shown up between 
remittances and reports. 
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In the case of the States this proposal creates severe problems 
which have not been resolved by the Bureau of Old-Age and Dis- 
ability Insurance since the concept was originally suggested. 

Basically, these problems arise out of the fundamental relationship 
between the Federal Government and the States set forth in the 
Constitution. 

The Federal Government must look to the State government in its 
programs which affect political subdivisions of the State. Therefore, 
certain responsibilities, which cannot be delegated, remain with the 
State. From this inherent proposition practical problems of admin- 
istration arise with regard to the annual reporting proposal which 
cannot be eliminated. The provisions contained in the Constitution 
and laws of many States cause the annual reporting proposal to create 
severe legal problems. 

We are summarizing these unresolved difficulties, and urge that the 
State governments and political subdivisions be eliminated from 
coverage under the annual reporting proposal. 

It is obvious, therefore, that the State would: 

1. Forward contributions to the Internal Revenue Service without 
knowing whether the amount was correct. 

2. Have no knowledge of error until receiving notification from the 
Bureau, and would at that time be subject to interest charge. 

3. Have no records whereby they could trace error. 

4. Have no knowledge as to whether reports had been filed on time 
and would, therefore, not be in a position to hasten or to procure 
delinquent reports. 

5. Not be able to fulfill their contractual obligations of seeing that 
all eligible, and only eligible, employees were reported. 

6. No longer be in a position of enforcing the Federal law or the 
terms of the agreement but would be reduced to an advisory position 
without any relief from responsibility or liability. 

Therefore we recommend that section 218 (e) be further amended 
by inserting after the first word in section 218 (e) (2) the following: 


, except as hereinafter otherwise provided— 


and that said section 218 (e) (2) be further amended by striking the 
period at the end thereof and adding the following: 

: Provided, such regulations shall not require payment to be made more fre- 
quently than quarterly, nor to be made to the Internal Revenue Service, nor 
require wage reports to be filed less frequently than quarterly. 

The third area is final determination of coverage. 

Section 218 of the Social Security Act provides for voluntary agree- 
ments for coverage of State and local employees, including officers, 
under title 11. The act places upon the State the responsibility for re- 
questing coverage and further provides in paragraph (c) (1) an 
agreement shall be applicable, other than specified excluded services, 
to any one or more coverage groups designated by the State. It is to 
be emphasized agreements are voluntary and are only to apply to the 
group or groups the State elects to cover. This is as it should be. 

In the administration of the agreement, many questions arise re- 
quiring legal interpretation with coverage under the agreement the 
major problem. In such instances, the highest legal officer of the 
State renders an opinion which is transmitted to the Department of 
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Health, Education, and Welfare. In most cases, the legal staff of the 
Department of Health, Education, and Welfare concurs. 

Individuals may appeal any ruling to the Federal courts: If the 
ruling concerns coverage and the State is reversed, the State would 
be forced to include under coverage a group or groups not intended 
to be covered. 

To carry out the clearly stated intent of section 218 of the Social 
Security Act with respect to the State determining then who shall be 
covered under an agreement, the Conference of State Social Security 
Administrators respectfully request the Congress adopt the following 
amendment to section 218 which would establish the highest legal 
officer of the State as the final authority in determining coverage 
questions, subject only to judicial review by the State courts. 

This would enable the State through processes within the State, 
authority to interpret who it intended to cover under an agreement. 

Therefore we recommend that section 218 (c) (2) of the Social 
Security Act be amended by inserting at the beginning thereof the 
following: 


Subject to the proviso hereinafter set forth— 


and that said section 218 (c) (2) be further amended by striking the 
period at the end thereof and adding the following: 

Provided, however, That should the State and the Secretary of the Depart- 
ment of Health, Education, and Welfare interpretation of the original agree- 
ment or any modification thereof, differ as to the status of positions, employ- 
ment, or official status of individuals employed within the State, or as it relates 
to any coverage group, the State may modify the original agreement and/or any 
modification thereof to conform to the interpretation of the highest legal officer 
of the State, subject only to appeal to the State courts, and such modification 
shall be effective as of the effective date of the original agreement, or of any 
modification or modifications to which it relates. 

As a brief summary, I would like to state that we only ask three 
things, and we think these are thing which come within the province 
of the State and not the Federal Government. We think we should 
be entitled to a statute of limitations similar to that which is now 
granted industry. 

Gentlemen, we have many subdivisions of the State which are abol- 
ished. For example, in Mississippi, approximately 200 separate 
school districts have been abolished within the last year. Those dis- 
tricts have disappeared completely. Without a statute of limitations, 
we may find 3, 4, or 5 years from now that we owe the Government 
a great deal of money for those subdivisions which cannot be collected 
and which the State, in its position of responsibility, will have to pay. 

The same thing applies to annual reporting. 

In the case of annual reporting, some of the subdivisions that we 
have to administer, and in many cases there are hundreds of those 
subdivisions, will have disappeared before the final report is sub- 
mitted, and we will not have the slightest idea as to what our liability 
is or where we would go to find out what the liability is. We will 
ny. have to accept the Federal Government’s statement and pay 
the bill. 

Finally, the State itself is the best judge of the people it intended 
to cover in its agreement. When the agreement is signed, the State 
is asked to designate who they want covered and they carefully do 
this. Then later, through Federal decision, they may find that they 
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are forced to cover people who are not intended to be in the original 
agreement and they would like to have that settled so that the State 
itself is the final determination as to who will be covered on an agree- 
ment which it signed. 

On behalf of myself and the other members of the Conference of 
State Social Security Administrators present today, I would like to 
thank you, Mr. Chairman and members of the cominittee, for the op- 
portunity of presenting our views on pending legislation. 

I would like to read a list of those who are here. 

I have Edward G. Sorenson, of New York; Charles H. Smith, of 
Virginia; Owen A. Taylor, of Kentucky; William J. Cudding, of 
Pennsylvania; W. T. Blair, of Tennessee; Harry P. Groschel, of Min- 
nesota ; Edward W. Busch, ‘of Illinois; Mrs. Helene Rakatzky, of Con- 
necticut; Robert A. Healy, of Delaware; Tatum W. Gressette, of 
South Carolina; W. Frank DeLamar, Abe Domain, and George B. 
Culpepper, Jr., of Georgia; Edna M. Reeves, of Alabama; and Cecil 
Bolinger, of Indiana. 

The Cuarrman,. Thank you very much. 

Mr. Schanes, do you have anything further to say to the committee ? 
Mr. Scuanes. No, Mr. Chairman. 

The Cuatrman. Mr. Mason will inquire. 

Mr. Mason. All of these people that you have mentioned are in full 
‘cord with what you have been testifying to, are they ? 

Mr. Groves. Yes, sir. 

Mr. Mason. Well, as a retired teacher myself, maybe I could be in 
accord with most of it. 

Mr. Groves. Thank you, sir. 

Mr. Mason. That is all. 

The Cuarrman. Are there any further questions? 

If not, we thank you, gentlemen, for coming to the committee and 
giving us your views. 

Our next witnesses represent the American Federation of Labor. 

Mr. Nelson H. Cruikshank, director, department of social security, 
and Mrs. Katherine Ellickson, assistant, department of social security. 


a 


~ 


STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPARTMENT 
OF SOCIAL SECURITY; ACCOMPANIED BY MRS. KATHERINE 
ELLICKSON AND RAYMOND MUNTS, ASSISTANTS, DEPARTMENT 
OF SOCIAL SECURITY, AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, WASHINGTON, D. C. 


The Cuarrman. Mr. Cruikshank, we remember you quite well from 
previous appearances before the committee, but for the purpose of 
this record, will you give us your name and the capacity in which you 
appear, and those at the table with you also? 

Mr. CrurksHanx. Thank you. My name is Nelson A. Cruikshank. 
T am director of the department of social security for the American 
Federation of Labor and Congress of Industrial Organizations. My 
office is at the headquarters of the AFL-CIO, here in Washington, 
D. C., 815 16th Street NW. I am accompanied by two of the people 
from my department, Mrs. Katherine Ellickson, and Mr. Raymond 
Munts. Their offices are located with me at the AFL-CIO headquar- 
ters. Mr. Chairman and members of the committee, we are very 
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pleased to have the opportunity to appear before you at this time and 
present our views with respect to unemployment 1 insurance provisions 
of the Social Security Act and public assistance. 

I have a statement on these two subjects primarily, which is too 
long to read. So without burdening the time of the committee I would 
like to summarize it. But if I may, Mr. Chairman, I request that the 
statement be included in the record. 

The Cuatrman. Without objection, your entire statement will ap- 
pear in the record, Mr. Cruikshank. 

Mr. CruiksHank. This statement is in three parts. The first part 
deals with unemployment insurance. If the members have the state- 
ment before them, we can summarize it by reference to the pages. 
Under part 1, the first paragraph is a summary as was requested 
in the announcement of the hearings of the proposals that we favor 
and those which we are opposed to. 

In the next section we review the needs, as we see them, for per- 
manent improvements in the unemployment-insurance program. We 
refer to the rather full testimony which was our privilege to present 
to this committee on April 1. At that time, we appeared in support 
of the McCarthy bill, H. R. 10570, which would provide a series of 
Federal standards applicable to the Federal-State system of unem- 
ployment insurance. 

There are listed here the 6 major provisions of that bill which we 
supported, the 6 including the grants from the Federal Government 
reinsurance funds to States who are in difficulty because of high rates 
of unemployment. 

Turning to page 2, vou will note that the improvements as outlined 
in that bill would continue to be financed as the present system is 
financed. There follows, then, the statement of our major reasons for 
the support of those Federal ‘stand: irds, which, as you know, is the 
basic position of the AFL-CIO with respect to the needs of unem- 
ployment insurance. 

The first is a review of the low benefits and the failure of the States 
to keep pace with rising costs and with rising wage standards within 
the States so that today the degree of protection afforded by the State 
unemployment insurance laws is not as good relative to the wage loss 
as it was when the program started. 

In fact, it has seriously fallen back. The second need relates to the 
matter of duration, that there is not a uniform duration, and, of 
course, this is potential duration, during the period when an unem- 
ployed worker continues to meet all the requirements of eligibility 
within the State law. The third is the shortages in coverage, showing 
that this is different within the different States. Some States pro- 
vide coverage to the employees of employing units of one or more; 
other States meeting only the bare minimum of the present Federal 
standard of four or more. There are such gaps in coverage that ap- 
proximately a third of the present unemployed are not under the act 
at all. 

The last of these reasons is the defining of the tax incentives that 
now are reflected in the State laws for keeping the benefits low and the 
duration short. Then we refer to the hearings before your commit- 
tee on April 1, in which all of these were spelled out at considerable 
length. 
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Of course, as you know, the temporary unemployment compensa- 
tion act of 1958 has been enacted by the Congress and is now in effect, 
since our appearance at that time. 

But we feel that this approach does not meet the basic deficiencies. 
It was designed as an emergency act, and even while in our view it 
does not meet nearly the needs of the present emergency, it is even 
less adequate to meeting the long-run basic deficiencies of the unem- 
ployment insurance. As the pattern of recession has shown a cutback 
in employment occurring every 3 or 4 years since the Second World 
War, it is our firm belief that some basic provisions should be made 
to meet the inadequacies of the system so that each time there is a 
recurring bit of unemployment, such as we are now experiencing, we 
will not be caught in the kind of situation that we are in. 

Emergency legislation, while good as far as it goes, is not the ap- 
proach to meet the demonstrated basic deficiencies of the unemploy- 
ment insurance system, embedded in it, as there is, this competitive 
tax incentive which, in effect, rewards States for short duration, high 
and almost capricious eligibility and disqualification standards and 
low benefits. 

This incentive should be removed by providing basic minimum 
standards which the States would have to meet so that they would 
not be competing in this area, the results of which are penalizing the 
unemployed. 

Lastly, and I am now referring to the top of page 3, we favor par- 
ticularly H. R. 11630 because it extends coverage to ex-servicemen, 
and H. R. 6856 because it extends the coverage to small establish- 
ments. Both of these provisions, however, are included in the basic 
legislation of the McCarthy bill. 

I should like to turn, gentlemen, beginning on page 3, to a consid- 
eration of a fundamental change in the program that is before your 
committee and two identical bills, H. R. 8214 and 8215, providing for 
judicial review of the decisions of the Secretary of Labor with respect 
to conformity. As you know, the enforcement of the Federal stand- 
ards that are now in the Social Security Act and the Revenue Code 
is the key, the very heart of the Federal-State relationships in the 
unemployment insurance program. In our view, this bill, the identi- 
cal bills to which I referred, would distort that relationship and 
throw the administration of unemployment insurance into chaos, and 
remove, in effect, the only Federal protection now afforded the un- 
employed and those who may in the future become unemployed. 

This bill reflects, in our view, a long continuing trend, or a series 
of proposals, all of which are designed to reduce the influence of the 
Federal Government and the effectiveness of the Federal Govern- 
ment in a program, the essential characteristic of which is a Federal- 
State relationship or a Federal-State partnership. 

It would reduce the Federal part nearly to the point of almost 
complete impotence. 

We review here in some detail the four reasons why we believe that 
this is the case. The first is that the authority of the Secretary to de- 
termine compliance is entirely consistent with the Federal Govern- 
ment’s role as initiator, interpreter, and enforcer of unemployment 
insurance standards set forth in the Federal law. 

We think that the very character of the intergovernmental relation- 
ships established in the unemployment insurance program is, in ef- 
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fect, in the nature of a contract in which the Federal Government is 
setting the conditions of participation on the part of the States. 

These conditions of participation are specified in the Federal law, 
and the Secretary of Labor and the Secretary of Health, Education, 
and Welfare are equipped with the expert staff required to carry out 
the congressional intent and the purposes of the law. Judicial re- 
view, in our view, then, is not appropriate in either a Federal grants- 
in-aid program, like public assistance, or a Federal standards pro- 
gram, like unemployment insurance. 

The function of the courts is outlined in article 3 of the Federal 
Constitution, to perform judicial functions as distinct from adminis- 
trative functions. 

This judicial review bill would draw the courts into the very heart 
of the administration of the program. 

I am referring now to the top of page 4. We note that this judicial 
review goes very, very far toward extending the power of the court 
over administrative process. The judicial review of regulatory 
agencies is usually, when it is in effect, confined to determinations of 
law, that is, whether the agency has exceeded its power rather than 
whether the decision is right, given the pertinent facts. But H. R. 
8214 goes far beyond this, and says in effect that the courts shall have, 
and I will quote— 
jurisdiction to affirm, modify, or set aside such finding in whole or in part, 
and to determine the matter on its merits on the basis of the entire record, exer- 
cising its independent judgment, any provision of the administrative procedure 
act to the contrary notwithstanding. 

This goes the whole way toward substituting court administration 
for expert administrative determination. The second reason is that 
there is no record to show that the Secretary of Labor has used his 
discretion on compliance and conformity in any arbitrary, willful, or 
destructive manner. On the contrary, all the evidence being reviewed 
suggests that the Secretary, through forewarning, through discussion 
and cooperation, has done everything to avoid having to use his au- 
thority to declare a State out of compliance. 

Compliance questions in unemployment insurance may arise under 
the Social Security Act, section 303, or under the Internal Revenue 
Code, sections 3303 (a) and 3304 (a). 

The first relates to the certifying of funds for administrative pur- 
poses, the grants for administration. The second allows for certify- 
ing funds to pay benefits if the State law is in compliance with the 
major provisions of the Federal standards. 

An examination of each of these situations, in terms of the long 
record of some 25 years, shows that there has not been an arbitrary 
exercise in either of these areas by the Secretary of Labor or his 
predecessor administrators, the Social Security Board. 

First looking at the compliance questions involving certifying funds 
for administrative purposes, we refer here to two instances when the 
conformity issue arose, in South Dakota and Arizona, and show that 
there was an effort on the part of the Secretary and his predecessors 
to reach accommodation and adjustment and not use his authority 
in an arbitrary way. 

In some cases, the States have altered their procedures to meet the 
requirements of the Federal standards, and in other cases, as we set 
forth in the record in detail here, it shows that the Federal Govern- 
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ment has altered its standards and even its administrative orders and 
regulations at times in order to adjust to the needs of the States. 

A similar conclusion is warranted, and I am now referring to the 
top of page 5, for conformity questions involving the provisions of 
State laws. First, the Secretary has never allowed himself to come 
just to the end of a fiscal period and then arbitrarily imposed a deci- 
sion of a requirement on the States. 

The record shows that there has always been time given for adjust- 
ment on the part of the States. We refer here to the situations that 
have actually, as a matter of history, arisen in this administration of 
this law. I would like to refer you particularly to a careful study 
of this that appeared in the Vanderbilt Law Review, and the citation 
is given in my statement, in February of 1955, by Mr. Frank DeVyver, 
who was at one time an "employ er representative on the Federal Ad- 
visory Council, a statutory tripartite council which advises the Secre- 
tary of Labor on matters of this program. 

1 would like to quote the pertinent section of this very careful and 
considered review of the matter of judicial review which Mr. DeVyver 
presents in the Vanderbilt Law Review. 

He says: 

The requirement of both the tax and administrative sections of the Federal 
law necessitate close Federal supervision of the interpretation of State law of 
any proposed amendments and of the actual State administration of the laws. 

Needless to say, such supervision occasionally gives rise to differences of 
opinion between the State authorities and the staff of the Bureau of Employ- 
ment Security. Yet, since 1935, satisfactory working arrangements have devel- 
oped, both for testing the conformity of State laws and their proper administra- 
tion. 

The experience of nearly 25 years shows that if there is a problem— 
and, of course, there are constantly recurring problems in a relation- 
ship of this kind—it is the Secretary’s unw illingness to use his author- 
ity rather than an abuse or overuse of it. 

We recite a number of cases that have arisen here, and refer par- 
ticularly to one which arose under the Knowland amendment in which 
7 years were taken to arrive at a final decision by the Secretary of 
Labor, and which, in its final determination, he decided that the 
State of California, in this case, might have been somewhat out of 
conformity, but was not in substantial nonconformity, and, therefore, 
the decision was finally made in favor of the State, reversing earlier 
decisions at lower levels. : 

The third point is that judicial review as proposed in this bill 
would throw the administration of unemployment insurance into 
chaos. 

We feel that it is an impractical proposal, and it does not meet. 
the real problems of administration that do arise under the pro- 
gram. In part, the real problems arise out of a somewhat antiquated 
set of standards. We refer to these that are now in existence in section 
302 (a) of the Social Security Act. We cite that provision. 

If anything is needed, it is to bring this set of standards up to 
date, make them realistic, and remove them from their antiquated 
status, rather than to provide a complicated, legalistic, stultifying 
set of provisions that would hamstring the present relationships be- 
tween the Federal Government and the States. 
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The fourth reason is that judicial review as proposed in this bill, 
by further delaying a decision on conformity, would mean a long 
denial of rights, benefits and justice to the claimants involved. 

There never was a clearer instance, I think, that is provided under 
the operation of this program, of the adage that justice delayed is 
justice denied. 

In the case I cited previously, arising out of the Knowland amend- 
ment, which required 7 years for adjudication, the California case, 
judicial review, by adding another 2 or 3 years on this, would mean 
10 years that there would be no effective Federal standards in opera- 
tion in the State. 

Then, of course, a further provision of this bill is that if the final 
determination, after the exhaustion of all of the rights of appeal 
existing under the Knowland amendment now, and an added ioe 
on top of that of the rights of appeal to the Federal courts under 
this proposal of another 2 or 3 years, if, after all of that is exhausted, 
the position of the Secretary is sustained at every level, the States 
have then an additional 60 days in which to write the provision so 
that in effect the adoption of this proposal would mean that the 
States woutd be given all of this time to operate free from any Fed- 
eral supervisions, and then if found in error, they would simply 
correct their law and continue on their way with no retroactive ad- 
justment of the injustices that arose under the compliance procedures 
initiated by the Secretary. 

There is some relevant experience in labor legislation. The Ful- 
bright amendment, under the Walsh-Healey Act, in terms of its oper- 
ation, has proven to be a measure for delay and nothing else. 

Under the judicial review of the Walsh-Healey Act there have been 
numerous complaints, but in every instance the courts have upheld the 
Department of Labor. 

here is not an exception. But because of the long delay arising 
under the judicial review of wage of determinations under the Walsh- 
Healey Act, the operation of the original intent of Walsh-Healey has 
been stultified and slowed down. 

In conclusion, may I respectfully suggest that this committee has 
much more reason to be concerned with the delays under the Know- 
land amendment of 1950 than with the need for judicial review. 

However, if there is to be any judicial review, it should meet, 
in our view, a number of basic requirements. We spell these out 
here. 

1. It should establish more useful criteria for the allocation of 
funds for administration purposes than those now provided in section 
302 of the Social Security Act. 

2. It should not provide an automatic stay of the compliance deter- 
mination during the process of judicial review. 

3. It should not provide for a de novo trial of all the issues, including 
the findings of fact by the Secretary. 

4. It should protect for the affected employees during the appeal, 
or at least for retroactive payment of benefits lost during the judicial 
review. 

5. It should in some way discourage frivolous appeals. 

We urge your committee, therefore, to reject H. R. 8214 and H. R. 
8215 as they fail to meet any of these criteria. 
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Now, gentlemen, I should like to turn to part 2, where we address 
ourselves to the public-assistance aspects of the social-security pro- 
gram. We start by introducing as a part of this statement, and it 
is included here so it will already be a part of your record, the 
convention action of the AFL-CIO last December in Atlantic City. 

The first page of this section gives the complete text of that reso- 
lution. The heart of it is that we indorse the Forand bill, H. R. 
7831, which amends the public-assistance titles of the Social Security 
Act. 

The bill recommended in this resolution, H. R. 7831, was intro- 
duced as the present session began. It was introduced rather early 
in the session. 

Present conditions that have arisen since its introduction make 
it even more urgent that serious consideration be given to its pro- 
»osals by bringing about long-range improvements in the Federal- 
State program of public assistance. I am on page 2 of the second 
part of this program, gentlemen. We point out there how the reces- 
sion has increased substantially the number of persons who are ex- 
hausting their private resources and who must turn, to public 
assistance and public aid. 

The rise is partly reflected in the official figures. The number of 
general-assistance cases rose by 43 percent from March 1957 to March 
1958; 1,310,000 persons received general assistance in March as com- 
pared with 855,000 the year before. 

On May 8, the Social Security Administration reported : 

All but 1 out of the 48 States reported an increase in the aid to dependent 
children caseload in March. The number of ADC recipients rose by 54,000, 
the largest monthly increase since October 1950, the first month in which 1 
parent or other adult relative was included. 

That concludes the quotation from the Department of Health, 
Education, and Welfare. Information on the problems of needy 
persons is scattered and incomplete, but such information as we have 
shows that there is a great. increase in the need, and that the States 
are having difficulty in meeting their load. 

In many areas, no public aid whatever is available to the unem- 
ployed. That is, the States have provisions which are designed for 
times of full employment, but not for a time like this. For a 
some States have a provision that no person is available for public 
assistance if he is employable. 

Well, that may be all right when there are jobs, but when there 
are not enough jobs, there are people who face real need, who, though 
they may be employable, are automatically ineligible under such pro- 
visions. 

The level of assistance is very low. We tabulate by the different 
categories here what the monthly benefits are. 

The range from $33.59 per child to a top of $102.22 per month. 
That is for a whole family, but averaging $27.26 per month per mem- 
ber of the family. 

Those, remember, are monthly figures. When we think of that as a 
monthly budget for subsistence, we realize how inadequate it is. 

On page 3 of this section we quote rather extensively from a New 
York report, because it is one of the States that has made a pretty 
thorough study of the need and the extent or effectiveness of its pro- 
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gram. Lest you think that this is a report by people who are perha 
carried away with the need and being social workers and all, we cite 
a report from the Wall Street Journal of June 4, 1958, in which they 
make one of their round-up stories of the needs of the States and the 
problems that the States are facing with the increased load, and of the 
inadequacy of the benefits or the aid that is available under the pres-_ 
ent system, 

I am summarizing, perhaps, too rapidly. I am turning to page 4 
of this part. We note that your committee in reporting out H. R. 
12065, the unemployment compensation bill, was well aware of the 
need, the special need, that was arising out of this period of unem- 
ployment. But the House did not follow the guidance of this com- 
mittee in that respect, so that there is now no special aid for the 
people who are facing need. They include those who have exhausted 
all their benefit rights in States that have not acted under the spe- 
cial provision of the emergency act, and also those who are not cov- 
ered, which, as I said, is about a third of the unemployed, and those 
who are excluded by the State proscriptions that if they are employ- 
able they are automatically ineligible. The combination of all of this 
makes a very special situation which requires action. There is also 
au matter of those chronic cases, as they might be referred to, if that 
isn’t too harsh a term. 

‘Lhe special program for grants for research, which was in the 1956 
amendments to the Social Security Act, and the special program for 
training social workers, have never been implemented by appropria- 
tions. We urge that action be taken along this line. 

Public assistance in our view, and in this view we are supported 
by those in the social work profession and in the public-assistance pro- 
gram, is a last line of defense. We have always felt a great deal of 
credit was due to those in the profession of social work, that they 
agree with us and, I may say, with the history of enactments of Con- 
gress and this committee, that social insurance is the first line of de- 
fense, and that we should meet as much of this need by insurance 
programs, old age and survivors, disability, unemployment insurance, 
as possible. 

But recognizing that these programs have certain rigid elements, 
there will always be those who will be in need. 

So a liberal public-assistance program is needed. These insurance 
programs are the self-supporting programs, financed by payroll taxes 
of one kind or another. We are, in effect, urging that a larger part 
of the whole area of need be met by those self-supporting, payroll- 
tax-supported programs, buf that public assistance be broadened and 
improved so that, you might say, the chinks are filled in so that there 
is a solid defense against want and need. 

Now I will skip to part 3, the maternal and child-welfare provi- 
sions, the last page of our statement. Our labor organizations have, 
for many years, supported more generous Federal programs of the 
type administered by the United States Children’s Bureau. The 
AFL-CIO at its merger convention in 1955 unanimously adopted a 
resolution stating in part: 


We urge expansion of the programs providing maternal and child health serv- 
ices and special welfare services for children, including aid to crippled children. 
We support expansion in research in education in child life which will help 
parents understand better what makes for a happy, healthy childhood. The 
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problems of juvenile delinquency can be met better also by expanded programs 
to improve procedures for identifying and aiding maladjusted children and to 
handle constructively those who get into trouble with the law. 

These programs should be given full support by our affiliated unions. 


The specific action we urge now falls under the three parts of this 
title. We urge you first to increase the authorization for part 1, 
* the maternal and child-health serv ices, title 5, from $16,500,000 to at 
least $25 million. 

We urge a similar increase in the authorization for services under 
part 2 for crippled children from $15 million to $25 million. The 
present authorization for child-welfare services under part 3 is $12 
million. We urge an increase there to $25 million. 

If we are to diminish the load on public assistance and reduce the 
number of low-income families to a minimum, we must afford all 
children an opportunity to grow up with sturdy bodies and a healthy 
mental approach to life. 

For those handicapped by physical or environmental conditions, 
we must open the door of opportunity so that they, too, may share in 
American prosperity. For these reasons, gentlemen, we urge these 
liberalizations of title 5. 

This concludes the summary of the statement, gentlemen, which I 
appreciate having had the opportunity to give to you. 

If there are questions, 1, or my associates, will be glad to try to 
answer them. 

(The document referred to follows :) 


STATEMENT OF NELSON H. CRUIKSHANK, Director, DEPARTMENT OF SOCIAL SECUR- 
ITY, AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZA- 
TIONS 


My name is Nelson H. Cruikshank, and I am director of the department of 
social security of the American Federation of Labor and Congress of Industrial 
Organizations. My office is at the headquarters of the AFL-CIO, 815 Sixteenth 
Street NW., Washington, D. C. I am here with some of my associates represent- 
ing the AFL-CIO on the designation of President Meany in support of amend- 
ments to improve the scope and operation of public assistance and to strengthen 
the unemployment insurance program. 


PART I, UNEMPLOYMENT INSURANCE 


There are several unemployment insurance bills before this committee, and 
I can briefly summarize our position on them as follows: We favor adding 
Federal standards to permanently improve the Federal-State unemployment 
insurance program ; we oppose the bills providing judicial review of compliance 
determinations by the Secretary of Labor; we favor extension of unemployment 
insurance to ex-servicemen who were in the,Armed Forces during peacetime; 
we favor extension of unemployment insurance to establishments of one or more 
employees through amendment to the Federal Unemployment Tax Act; we favor 
inclusion of Puerto Rico in the Federal-State unemployment insurance program ; 
lastly, we favor adding extended unemployment insurance benefits for the un- 
employed in distressed areas, but we do not wish to contribute to any further 
delay in the enactment of distressed area legislation, either the Douglas-Payne 
bill (S. 3863) which has passed the Senate, or the Reuss bill (H. R. 12296) 
even though they do not include these benefits. Aid to distressed areas is al- 
ready long overdue. 
The need for permanent improvements in unemployment insurance 

On April 1 we presented to this committee our reasons for urging the adoption 
of Federal standards to improve the unemployment system along the lines of 
the McCarthy bill, H. R. 10570, which would amend the Social Security Act and 
the Federal Unemployment Tax Act to provide the following minimum standards 
which all States would be required to meet: 
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(a) Maximum primary benefit levels not less than two-thirds of the State’s 
average weekly wage. Subject to this maximum each individual’s primary 
benefit to be not less than 50 percent of his weekly wage. 

(b) Benefits to be payable so long as the claimant is able and available for 
suitable work subject to a limitation of 89 weeks maximum duration. 

(c) Coverage to be extended to all employers who have one or more individuals 
in their employ. 

(d@) Disqualifications for voluntary quit, discharge for misconduct, and refusing 
suitable work to be limited to 4 weeks. 

(e) State benefits not to be denied or reduced because of the receipt of ne- 
gotiated supplementary unemployment benefits. 

In addition, grants from the Federal Government’s reinsurance fund would be 
allowed to States in difficulty because of high rates of unemployment. 

These improvements as outlined in the McCarthy bill would continue to be 
financed as at present by the State credit against the 2.7 percent of taxable 
payroll received from the Federal Unemployment Tax Act, which is more than 
adequate to finance this program. 

In our testimony on April 1 we pointed out the insufficiency of weekly benefit 
payments which now average only $30 a week and are completely inadequate 
to support a family. The main reason for the low average benefit payments 
is that the States have neglected to raise the maximum benefit amounts suffi- 
ciently during periods of low unemployment. The median or middle State in 
1939 had a maximum benefit of 65 percent of the average weekly wage, whereas 
the median State today has a maximum benefit of only 44 percent of its average 
weekly wage. More and more workers over the years began to draw the maxi- 
mum allowable rather than a benefit of half or more of their own lost weekly 
wage, until in some States today 75 percent of all claimants are limited to 
benefits of less than half their wage. 

The current recession has also strikingly demonstrated the insufficiency in 
the duration of benefits provided by State laws. At the present time, over 250,- 
000 beneficiaries are exhausting their claims each month. Some States cut 
beneficiaries off after only 6 weeks of benefits. The administration has recom- 
mended 26 weeks’ uniform duration and then proposed 13 additional weeks to 
meet the current emergency. The McCarthy bill anticipates future recessions 
by establishing now the 39 weeks’ potential duration. This meets both the need 
as measured by the scope of postwar recessions, and at the same time keeps the 
program within the financial limits of social insurance. 

Two out of every five unemployed workers during this recession are outside 
the unemployment system. Some have failed to pass the stiff eligibility require- 
ments in State laws and others have been disqualified. Many of the eligibility 
and disqualification provisions have been developed with a view only to reduce 
the employer’s tax rate and have no relationship to the basic purposes of an 
unemployment insurance program or to the causes of the worker’s unemploy- 
ment or his willingness to accept the work if offered. Over half of the State 
laws provide coverage only for those working in establishments of four or more 
employees. In normal times, millions are outside covered employment either 
because they work for local governments and nonprofit institutions, or because 
they are discharged servicemen who served in other than the Korean war, or 
for other reasons their employment is excluded. The McCarthy bill would go 
far toward protecting those not now covered. 

The States have been unwilling and unable to improve their laws along lines 
suggested by the President, by students of social security, and by organized 
labor, because they are afraid of adversely affecting employer tax rates. Under 
employer pressure, State unemployment compensation laws have moved in a 
direction away from a system of paying adequate benefits to the unemployed 
to a system of achieving tax reduction for employers. For these reasons, States 
cannot act individually; they need the help of Federal standards to equalize 
their opportunity. 

I would like to refer the members of the committee to the more detailed tes- 
timony that we presented on April 1 which carefully documents each of the 
points I have just made. (See hearings before the Committee on Ways and 
means, House of Representatives, pp. 223-230, March 28, 31, and April 1, 1958.) 

We felt then, as we do now, that the lessons of this recession should be applied 
at this time so that we are not caught unprepared again. The Temporary 
Unemployment Compensation Act of 1958 is not a satisfactory approach even 
as an emergency measure. We realize there is a difference of opinion about 
this, but there ean be no difference of opinion that emergency legislation is not 
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the way to handle the recurring irregularities in our economy. The postwar 
recession pattern of 1 slump every 3 or 4 years is best met now both to protect 
workers who will be hurt in the next downturn and to provide for the early and 
automatic payment of benefits that will cushion the early stages of the decline 
in the next recession. The problem with most antirecession legislation is that 
it comes too late; by enacting Federal standards now, the Congress will not put 
itself again in the turmoil that marked unemployment legislation this spring. 

I should like to note at this point that we also favor H. R. 11630, because it 
extends coverage to ex-servicemen on a permanent peacetime basis; and we 
favor H. R. 6856, because it extends coverage to small establishments. How- 
ever, both of these matters are adequately covered by the far more inclusive 
McCarthy bill, H. R. 10570. 


Judicial review, H. R. 8214 and H. R. 8215 

The funds for unemployment insurance are raised by the Federal Unemploy- 
ment Tax Act. Federal law also provides that the Secretary of Labor may with- 
hold the tax contributions from a State if he determines, after a hearing, that 
the State law or its administration is not in compliance with Federal law and 
regulations. The declared purpose of H. R. 8214 is to provide that a State may 
contest such a decision of the Secretary of Labor through an appeal to the 
Federal Court of Appeals. 

The enforcement of Federal standards is the key to Federal-State relation- 
ships in the unemployment insurance program. This bill would distort that 
relationship, throw the administration of unemployment insurance into chaos, 
and remove the only Federal protection now afforded the unemployed and those 
who may become unemployed. 

We feel that this bill is one more instance in recent legislative history of the 
efforts to deemphasize Federal authority in the unemployment insurance pro- 
gram. The Knowland amendment in 1950, the Reed amendments of 1954, and 
the Temporary Unemployment Compensation Act of 1958, all favor enhancement 
of State policymaking as against that of the Federal Government. Usually 
State agencies and employer groups have supported this belittling of the Fed- 
eral partner. We are especially disturbed that gigantic national corporations 
want to cut down Federal authority which alone can cope with the aggrandize- 
ment of private economic power which these corporations present. This judicial 
review bill, H. R. 8214, would go a long way toward completing that process of 
immobilizing the Federal Government in unemployment insurance matters, a 
process that started with the Knowland amendment in 1950. The authority of 
the Secretary of Labor to compel compliance is the only assurance that working 
people have that State laws shall conform to Federal standards in matters 
vitally affecting their economic security. 

A careful look at the provision of H. R. 8214 and at experience to date in the 
administration of Federal standards will show the reasons for our concern. 

1. The authority of the Secretary to determine compliance is entirely con- 
sistent with the Federal Government's role as initiator, interpreter, and enforcer 
of unemployment insurance standards set forth in Federal law. 

Neither of the joint Federal-State programs in the Social Security Act (titles 
I and III) inelude judicial review because the character of the intergovern- 
mental relationships established is in the nature of a contract in which the 
Federal Government is setting the conditions of participation. These condi- 
tions of participation are specified in the Federal law; the Secretary of Labor 
and the Secretary of Health, Education, and Welfare are equipped with the 
expert staff required to carry out congressional intent under the continuously 
changing circumstances of new State law and the adaptation of State agencies to 
new administrative problems. For these reasons, judicial review is not appro- 
priate in either a Federal grants-in-aid program like public assistance or a 
Federal standards program like unemployment insurance. 

The function of the courts as outlined in article III of the Federal Constitu- 
tion is to perform judicial functions as distinct from administrative functions. 
This judicial review bill would draw the courts into an administrative role. 

It may be argued by some that the Supreme Court has already established the 
principle of judicial review of regulatory bodies that exercise discretionary 
authority within legislatively defined areas. The comparison, however, is an 
erroneous one. In the first place, the functions of regulatory agencies are not 
analogous with the contractual character of the Federal-State relationship as 
provided in the Social Security Act. In the second place, judicial review of 
regulatory agencies is usually confined to determinations of law, that is, whether 
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the agency has exceeded its power, rather than whether the decision is right 
given the pertinent facts. H. R. 8214 goes far beyond this and says in effect that 
the court shall have “jurisdiction to affirm, modify, or set aside such finding in 
whole or in part and to determine the matter on its merits on the basis of the 
entire record, exercising its independent judgment, any provision of the Ad- 
ministrative Procedure Act (60 Stat. 287) to the contrary notwithstanding.” 
This goes the whole way toward substituting court administration for expert 
administrative determination. 

The effect of this kind of court review could be the subtle but dangerous one 
of shifting the Department of Labor’s interest from reaching agreement and 
understanding with the States to establishing an airtight case that will stand 
the test of appeal. 

2. There is no record to show that the Secretary of Labor has used his dis- 
cretion on compliance and conformity in any arbitrary, willful, or destructive 
manner. On the contrary, all the evidence suggests that the Secretary—through 
forewarning, through discussion and cooperation—has done everything to avoid 
having to use his authority to declare a State out of compliance. 

Compliance questions in unemployment insurance may arise under the Social 
Security Act, sec. 303, or under the Internal Revenue Code, sections 3303 (a) 
and 3304 (a). The first law povides for certifying funds for administrative 
purposes. The second law allows for certifying funds to pay benefits if the 
State law is in compliance. I suggest we examine the record in each of these 
situations. 

First, let us look at compliance questions that involve certifying funds for 
administrative purposes. In the entire history of section 308, funds have been 
withheld only twice because of conformity issues; once from South Dakota in 
1939 because that State was paying benefits through State welfare offices; and 
once from Arizona in 1941 when the State employment service was operated by 
the United States Employment Service until Arizona supplied a full-time director 
selected under the nerit system. There have, of course, been many more issues 
in which the question of conformity was involved, but all were worked out and 
final compliance decisions averted. 

In some cases the States have altered their procedures: the Department’s 
authority has been felt in curtailing Federal lobbying activities by State officials 
and in insistence on the inclusion of employes under merit systems. While the 
States have had to adjust, the Department, too, has adjusted its requirements 
in accordance with the expressed opinion of the States. There are several in- 
stances where the Department policy has been altered at the request of the States. 
When complaints arose that the funds certified did not allow for scheduled pay 
increases Within State salary ranges, the Department of Labor altered its criteria 
to cover such increases and provide for more equitable distribution of salary 
funds. Some States complained about the detailed reporting required on how 
elployees spent their time, and the Department simplified its requirements 2 
years ago. When States objected to the Department’s questions about markups 
on purchases by central State purchasing agencies, the Department adjusted 
by accepting State purchasing regulations where they conformed with reasonable 
practice, 

A detailed study of all these instances supports the conclusion that Federal 
sanctions, while they have assured the proper and efficient administration of the 
employment-security program, have never been imposed without careful consid- 
eration of the States’ administrative problems. 

A similar conclusion is warranted for conformity questions involving the provi- 
sions of State laws. First, the Secretary has never yet made a year-end decision 
that a State law is out of conformity, although in two cases he had to reverse 
an earlier position of the Department in order to avoid making an adverse deci- 
sion. If a law is pending in the State legislature and the Department thinks 
a conformity question is involved, it will notify the State. This usually suffices 
to bring reexamination of the bill; in one instance (Michigan) such a bill was 
passed anyway and then vetoed by the Governor, who used the conformity doubt 
to support his veto. One legislature (Alabama, 1953), when the conformity 
question was raised, passed the bill with a provision that it should not go into 
effect if found out of conformity. Many conformity issues are decided after 
correspondence and discussion between State officials and the Department of 
Labor. In general, in States where the agency discusses legislative proposals with 
the regional offices of the Bureau of Employment Security before urging their 
enactment, the compliance questions can be ironed out before they become trouble- 
some. For further detail, I would like to refer the committee to a review of the 
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administration of Federal standards made by Mr. Frank T. DeVyver, a former 
employer member of the Federal Advisory Council on Employment Security (Fed- 
eral Standards in Unemployment Insurance, Vanderbilt Law Review, vol. 8, No. 2, 
February 1955). After reviewing all the evidence on compliance cases from both 
the States’ and the Department of Labor’s point of view, Mr. DeVyver concludes 
as follows: 

“The requirement of both the tax and administrative sections of the Federal 
law necessitate close Federal supervision of the interpretation of State law, of 
aby proposed amendments, and of the actual State administration of the laws. 
Needless to say, such supervision occasionally gives rise to differences of opinion 
between the State authorities and the staff of the Bureau of Employment Security. 
Yet, since 1935, satisfactory working arrangements have developed both for test- 
ing the conformity of State laws and their proper administration.” 

Experience to date suggests that if their is any problem, it is the Secretary’s 
unwillingness to use his authority rather than any abuses or overuse of it. In 1947 
the Bureau of Employment Security found that the conformity question was 
raised in an experience-rating amendment proposed in Connecticut. After a num- 
ber of conferences the matter was straightened out to the Bureau's satisfaction. 
Meanwhile, the Rhode Island Legislature in the last day of its session passed an 
experience-rating bill that was much worse from the Department’s point of view 
than that in Connecticut. Nothing could be done about it because the Rhode 
Island Legislature had adjourned. Under this circumstance, rather than declare 
the law out of conformity and withhold funds, the Social Security Board reversed 
itself and approved the Rhode Island law. To be consistent it then had to tell 
Connecticut that its original proposal was satisfactory. Also in the California 
compliance case, the Secretary of Labor's final decision showed a reluctance to 
invoke the powers at his command. 

The Secretary’s dilemma in situations like this Rhode Island case is that an 
adverse finding cuts off the funds before the State legislature can do anything 
about it. All that is needed to correct such a situation—all that would have been 
needed for the Rhode Island case—is that the year-end compliance finding need 
not become effective until after the next State legislature has had time to meet to 
amend the law. This would be a more suitable amendment to present law than 
imposing judicial review. 

3. Judicial review as proposed in this bill would throw the administration of 
unemployment insurance into chaos. 

Back in 1936, the Social Security Board concluded: “If the administrative 
authority were hedged in too tightly by restrictions from the Federal and State 
governments, progress would be difficult and the prime purpose of Federal 
grants—aid to the States—would be seriously curtailed.” (Social Security 
Board, Annual Report 41, 1936.) The need for discretion in the Office of the 
Secretary in providing administrative funds is best seen in the application of 
section 302 (a) of the Social Security Act which reads in part as follows: 

“The Board shall * * * certify * * * such amounts as the Board determines 
to be necessary for the proper and efficient administration of such law during 
the fiscal year which such payment is to be made. The Board’s determination 
shall be based on (1) the population of the State; (2) an estimate of the number 
of persons covered by the State law and of the cost of proper and efficient admin- 
istration of such law; and (3) such other factors as the Board finds 
relevant * * *,” 

In actual practice, it is almost impossible for the Bureau of Employment 
Security to certify administrative funds on the basis of the first two criteria 
provided, because experience has shown that much more weight needs to be given 
to the State agency’s workload and volume of claims. Unemployment claims 
do not fall on a State proportionately to the population or the number of covered 
employees. States with low claim loads relative to population and covered 
employment would gladly seek to obtain a strict court application of the criteria 
specified in the law rather than those that work best in practice. One State 
(Ohio) is making an issue of this matter now. A strict court interpretation, 
weighing the criteria as specified in the act, could throw the administration of 
employment security into chaos by depriving many States of the necessary funds. 

4. Judicial review as proposed in this bill, by further delaying a decision on 
conformity, could mean a long denial of rights, benefits, and justice to the claim- 
ants involved. 

Covered employees, claimants, and beneficiaries have no redress in the Federal 
courts to protect their interest as outlined in Federal law. Their only protec- 
tion under Federal law is the compliance sanction of the Department of Labor. 
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This bill would stretch out the eventual compliance determination so long as to 
amount to a complete denial of justice. 

We should look to experience under the Fulbright amendment of the Welsh- 
Healy Act for a measure of the delaying effect of judicial review. The Fulbright 
amendment imposes judicial review on Walsh-Healy determinations and some of 
the contested cases have run over 3 years. 

The time lapse now, even before a compliance decision can be made by the 
Secretary, is stretched out interminably by the Knowland amendment of 1950. 
The only case which has arisen under that amendment took 7 years to reach 
final settlement. Adding judicial review with an automatic stay of the com- 
pliance decision as proposed in this bill would add another 2 to 3 years or more 
before final decision by the Supreme Court. Delaying justice to the claimant 
for as long as a decade—7 years under the Knowland amendment and 3 more 
years for judicial review of the compliance decision—amounts to a denial of 
justice. 

This bill provides that if the final court decision upholds the Secretary’s 
adverse finding, then the State still has 60 days in which to bring its law into 
compliance. This is very much like allowing an individual accused of theft to 
take 10 years to exhaust all of his appeals in court, and then, if the decision is 
finally against him, to give him 60 more days to return the money he stole. 
Such a system of justice would not have much of a deterrent effect on wrong- 
doing, and judicial review as proposed in this bill would similarly permit willful 
exploitation of the interminable appeals procedure. 

There have been frivolous appeals under the Walsh-Healy judicial review, and 
although the Department of Labor determinations under that act have never 
been overruled by a court, judicial review under Walsh-Healy has succeeded 
only in enriching lawyers and delaying justice to employees. 

Because they have no rights of appeal to Federal courts on their own behalf, 
an effective and prompt compliance determination alone can assure justice for 
employees. We urge this committee to consider ways of speeding up the litiga- 
tion which is now required by the Knowland amendment as a prelude to the 
Secretary’s compliance decision. 

In conclusion, may I respectfully suggest that this committee has much more 
reason to be concerned with the delays under the Knowland amendment of 1950 
than with the need for judicial review. However, if there is to be any judicial 
review (1) it should establish more useful criteria for the allocation of funds 
for administration purposes than those now provided in section 302 of the Social 
Security Act; (2) it should not provide an automatic stay of the compliance 
determination during the process of judicial review; (3) it should not provide 
for a de novo trial of all the issues including the findings of fact by the Secre- 
tary; (4) it should provide protection for the affected employees during the 
appeal or at least for retroactive payment of benefits lost during the judicial 
review; and (5) it should in some way discourage frivolous appeals. We urge 
your committee to reject H. R. 8214 and H. R. 8215 as they fail to meet any of 
these criteria. 

PART 2, PUBLIC ASSISTANCE 


The 1957 convention of the AFL-CIO adopted a resolution on public assistance 
favoring “far-reaching improvements in the public assistance provisions of the 
Social Security Act.” 

The entire text of the resolution is as follows: 

“Federal grants have greatly improved State public assistance programs for 
four categories of needy people: the aged, the blind, the permanently and totally 
disabled, and dependent children. But even after the amendments we helped 
obtain in 1956, payments to recipients are often too small and too hedged around 
with harsh requirements in regard to residence and property. 

“No Federal grants are provided for general assistance, and too many States 
and localities do not aid employable workers who cannot find jobs and are not 
receiving unemployment insurance benefits. 

The United States Chamber of Commerce has been trying to abolish existing 
Federal grants for public assistance, centering its recent attacks especially on 
old-age assistance. In 1957, a determined effort was made in the Appropriations 
Committee of the House of Representatives to put a dollar limit on Federal 
grants for public assistance administration, even though the Social Security Act 
states that the Federal Government will pay 50 percent of necessary costs of 
administration. 
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“The AFL-CIO opposed such unwise action and supported proposals for grants 
for research into the causes of poverty and for training social workers, hoping 
that such programs will help low-income people to become self-supporting. 

“Rising unemployment will throw still greater burdens on private and public 
relief agencies, accentuating the need for an improved Federal program of 
public assistance. A comprehensive proposal for such an improved Federal pro- 
gram is embodied in H. R. 7831, introduced by Cougressman Aime J. Forand 
and supported in principle by the American Public Welfare Association. This 
bill would permit each State to choose a new system of Federal grants for 
public assistance, including general assistance, prohibiting residence require- 
ments, and offering more generous Federal grants which would vary according to 
State per capita income. Broader provisions are proposed in regard to medical 
eare, remedial care, and welfare services : Therefore, be it 

“Resolved, That in accordance with labor’s traditional support of an adequate 
public assistance program to supplement social insurance, we favor far-reaching 
improvements in the public assistance provisions of the Social Security Act. 
We believe the Forand bill, H. R. 7831, presents a sound approach, through 
providing more liberal Federal matching grants related to State per capita in- 
come, extending them to general assistance, and eliminating residence require- 
ments. 

“We continue to oppose efforts to eliminate or reduce Federal matching grants 
for any of the public assistance categories, and we particularly deplore efforts 
through riders on appropriations to place dollar limitations on Federal grants 
for administration. 

“We also urge Congress to enact the moderate administration proposal for 
grants for training and research purposes which would help to overcome poverty 
and dependency. 

“We favor corresponding action at State and local levels to improve public 
aid programs.” 

The bill recommended in the resolution, H. R. 7831, was introduced before the 
present recession began. Present conditions make it even more urgent that 
serious consideration be given to its proposals for bringing about long-range im- 
provements in the Federal-State program of public assistance. 

The recession has increased substantially the number of persons who are 
exhausting their private resources and who must turn to public aid. The rise 
is partly reflected in the official figures. The number of general assistance cases 
rose by 43 percent from March 1957 to March 1958; 1,310,000 persons received 
general assistance in March as compared with 855,000 the year before. 

The Social Security Administration reported on May 8: “All but 1 out of the 
48 States reported an increase in the ADC [aid to dependent children] caseload 
in March. The number of ADC recipients rose by 54,000, the largest monthly 
increase since October 1950, the first month in which 1 parent or other adult 
relative was included.” 

Many additional persons are in fact suffering great hardship, but are not 
reflected in the public-assistance cases either because they are too proud to apply 
or because of gaps and shortcomings of the present programs. For the four 
special categories of public assistance supported by Federal grants, States must 
have statewide programs in order to receive the Federal matching funds. Public 
aid for other needy persons is entirely in the hands of the States and localities. 
Some have comprehensive programs, others do not. 

Information on problems of needy persons is scattered. The same is true in 
regard to reports on the actual programs of States in the field of general assist- 
ance. So far as we have been able to ascertain, about half of the States, under 
their general assistance programs, do not ordinarily provide any assistance to 
employable persons or their families. In addition, 16 States make no contribu- 
tion to the financing of general assistance. In some others, State financing is 
negligible in amount. 

In many areas, no public aid whatever is available to the unemployed, no 
matter how hard up their families may be. In most places, public aid is denied 
to persons who have not resided there for a certain number of years. 

States and localities are finding it more and more difficult to provide the funds 
to add new cases or to provide adequate payments to persons accepted. Prices 
have kept rising, especially for food and medical care. In practice, many public 
assistance agencies find they cannot even make available to their clients the 
minimum budgets which theoretically are essential for decent living conditions. 
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The following were the average monthly payments in March: 
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These are monthly amounts. Divide them by 4% to get weekly amounts, and 
one finds they range from about $6 (aid to dependent child) to $15 (aid to the 
blind). 

We do not know what other income these people may have—this is one of the 
gaps in information which is partly being overcome by current or projected 
studies. 

New York State is making a detailed study of its low-income population. A 
recent progress report entitled “The Problem of Low Incomes,” February 1958, 
contains the following preliminary picture: 

“Throughout the State in early 1957 there were over 235,000 adults receiving 
public assistance. Most of them were not able to work. Two-thirds of those 
not working were too old, too ill, or too disabled. One-fourth (mostly women) 
had to stay home to take care of young children or ill and disabled family 
members. At that time, only 6 percent of the adult recipients were unemployed 
and looking for work. 

“In addition to the problems of old age and long-term physical and mental 
disabilities, current health problems beset more than one-half of the adult 
recipients ; 123,000 of those adults are chronically or acutely ill, although most 
of them do not require hospitalization. Even if the adults receiving public 
assistance were able to work, many have such limited educational backgrounds 
that it would be difficult for them to find adequate employment. One-half of 
the heads of families under 65 years did not complete elementary school. By 
contrast, our new census survey shows that only 14 percent of all persons in the 
State between the ages 20 to 64 did not graduate from elementary school. 

“In many cases, poor health and inadequate education were accompanied by 
marital difficulties and other problems of family living. Of the family heads 
who have ever been married, only one-fourth were living with their spouses; 
42 percent were widowed, and 33 percent were divorced, deserted, or separated.” 

This was a picture of the public assistance recipients before the recession. 

The Wall Street Journal on June 4, 1958, contained a first-page story by 
a staff reporter on recent developments under the heading: “Welfare Woe: 
Slump Floods Social Agencies With Work; Inflow of Funds Lags.” Specific 
eases were cited of mounting applications and of decreased donations from 
which to meet essential demands, 

Other reports too have described the difficulties of localities in meeting grow- 
ing caseloads and the emotional impact of growing economic uncertainty on 
many families. Spokesmen for welfare administrators have indicated that 
present payments are often grossly inadequate. 

We regret that the Eisenhower administration is opposing Federal action 
to broaden public assistance at this time or to adopt changes that would cost 
more money. Coupled with administration opposition to more adequate social 
insurance, this stand reflects deplorable indifference to human needs. The 
aged who cannot buy voluntary health insurance are told that they can turn to 
public assistance but, if they do, available programs and funds will frequently 
prove inadequate. 

Certainly sufficient evidence is available to show that substantial additional 
funds are required. We support more liberal programs now through Federal, 
State and local action. The Federal Government, as spokesman for the people 
as a whole, has an interest in providing for the general welfare of men, women, 
and children throughout the Nation. 

Additional Federal matching grants for public assistance will help overcome 
the recession by increasing purchasing power. Much is being said about special 
programs to help farmers and small business. Through more liberal Federal 
grants for public assistance, you cannot only help millions of low-income persons 
but provide better markets for farmers and more customers for the corner 
stores and the small manufacturers. 
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Adding a small amount to the Federal share for existing programs is not 
enough, even for an emergency program. Your committee, in reporting on 
H. R. 12065, concluded that Congress should provide income to the unemployed 
not covered by unemployment insurance. Since the bill finally enacted. does 
nothing for them, we hope there will be a renewed effort to use public assistance 
as a mechanism where no other is available. 

As already indicated, our resolution favors Federal grants for general as- 
sistance which would cover all types of needy persons, including the unem- 
ployed. Another constructive approach, though less comprehensive, would be 
to broaden definitions of existing categories. It is especially important to make 
funds available for assistance to children in families where the father is pres- 
ent but cannot find work. The present limited definition in some cases en- 
courages desertion as the only apparent method of permitting the family to 
qualify for aid. 

The Nation cannot afford to pare its budget at the expense of its children. 
They should have a fair chance in life and not be subjected to permanent injury 
from want and neglect. 

We believe the Congress should fear the tragic results of inaction more 
than possible abuses which may occur in a small number of cases. In a Na- 
tion as rich as our own, we should be aiming to abolish poverty. Insofar as 
certain families seem to remain on the public assistance rolls year after year, 
we should be exploring the reasons for their continued need. The special pro- 
gram for grants for research into the causes of poverty which we support, and 
which the Congress authorized in 1956, would throw light on methods of re- 
ducing low-income groups and helping families become self-sustaining. Unfor- 
tunately the Congress has not provided appropriations for this program. 

Similarly, funds should be provided for cooperative research projects and 
for training social workers, according to the authorization in the 1956 amend- 
ments. By making more trained people available, the Federal Government 
would be helping to provide essential rehabilitation for families with a poten- 
tial wage earner. 

More generous Federal grants and the other improvements we recommend 
would do much good but would add relatively little to the budget deficit. In 
1956, total expenditures from all sources for public assistance were $3.1 billion. 
Of this $1.5 billion came from Federal funds. With a total Federal budget run- 
ning over $80 billion for the current fiscal year, a total of $2 billion or even $3 
billion for public assistance would be a relatively minor item. In the latest 
year for which data are available (1955-56), all public assistance payments 
were only 0.8 percent of gross national product. 

While we support comprehensive improvements in public assistance, we urge 
your committee most strongly not to consider such improvements as a substi- 
tute for substantial additions to the social insurance programs. Our members 
favor benefits payable as a matter of right without a means test. Public 
assistance characteristically requires a test of need, with questions as to the 
family’s resources. A minimum budget standard is set, which in practice is 
too often inadequate. Yet any income of the family generally is substracted 
from the budget level in calculating the relief allowance. 

If a family owns a home or a farm, they may be disqualified or they may 
have to yield some of their rights to it. Savings or small earnings may in fact 
disqualify people, though from the point of view of the Nation it is desirable 
for people to maintain some savings and to work productively. Even life in- 
surance, with its small promise of security, may have to be yielded in part or 
in whole. 

As valuable and indispensable as sound public assistance programs are, we 
should continually be striving to minimize demands upon them through strength- 
ening unemployment insurance, old-age, survivors, and disability insurance and 
other similar programs. Our members prefer to make Contributions to such 
programs rather than to rely on what many consider undesirable charity. 

The Congress in the past has preferred social insurance. Back in the 1930's, 
public aid had to be relatively substantial in amount because virtually no social 
insurance existed in this country. Contrary to recent assertions on the floor 
of the House, the Federal Government has in the past provided money for 
grants to the unemployed. This was done originally through the Reconstruc- 
tion Finance Corporation in the days of Herbert Hoover. It was continued for 
some years until the Social Security Act was taking form. 

As social insurance payments have become available, families have been sus- 
tained by the insurance benefits and fewer have had to turn to public assistance. 
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This is shown by the decline or levelling off of cases as coverage under OASI has 
been broadened and as the new disability benefits program has become operative. 
Without the recession, the trend would have been even more marked. 

We have already indicated the types of improvements in unemployment in- 
surance which we favor. Our testimony before your committee next week will 
deal with the improvements needed in old-age, survivors, and disability insur- 
ance. 

PART 3. MATERNAL AND CHILD WELFARE 


Our labor organizations have for many years supported more generous Fed- 
eral programs of the type administered by the United States Children’s Bureau. 
The AFL-CIO, at its merger convention in 1955, unanimously adopted a reso- 
lution stating: ‘We urge expansion of the programs providing maternal and 
child health services and special welfare services for children, including aid 
to crippled children. We support expansion of research and education in 
childlife which will help parents understand better what makes for healthy, 
happy childhood. 

“The problems of juvenile delinquency can be met better also by expanded 
programs to improve procedures for identifying and aiding maladjusted chil- 
dren and to handle constructively those who get into trouble with the law. 
These programs should be given full support by our affiliated unions.” 

We urge you at this time to liberalize the provisions of title V of the Social 
Security Act so that the United States Children’s Bureau, in cooperation with 
State and local agencies, may expand and improve its services. Here again 
the Congress has an opportunity to invest in the children of our Nation in a 
manner that will increase their future productivity as well as their health. 

The present authorization for maternal and child health services under part 
1 of title V is $16,500,000. We urge its expansion to at least $25 million. 

We similarly support a rise in the authorization for services for crippled 
children under part 2 from $15 million to $25 million. 

The present authoriation for child welfare services under part 3 is $12 mil- 
lion. We urge its increase to $25 million. At present, the use of Federal funds 
for child welfare services is limited to predominantly rural areas. This pro- 
vision has been useful in extending such services into areas where they were 
most needed. However, 3 out of 5 children in the Nation now live in urban 
areas. Many families have shifted in the last decade from farms and small 
towns to cities where services have not expanded to meet their needs. We 
believe that part 3 should be amended to make child welfare services generally 
available not only in rural areas but also in urban areas. 

If we are to diminish the load on public assistance and reduce the number 
of low-income families to a minimum, we must afford all children an oppor- 
tunity to grow up with sturdy bodies and a healthy mental approach to life. 
For those who are handicapped by physical or environmental conditions, we 
must open wider the door of opportunity so that they too may share in Amer- 
ican prosperity. 


The Cuatmman. Are there any questions of Mr. Cruikshank? 

Mr. Cruikshank, let we inquire with respect to the matter of judi- 
cial review of the actions of the Department of Labor in the field of 
compliance in unemployment matters. 

Are you, in your conclusions on page 7, part 1, saying that there 
may be some need for some judicial review of some sort? 

Mr. CrurksHank. Not precisely, sir. We don’t see the need for 
judicial review. We think the program can continue to operate as 
it is now. However, we are saying that if in the view of Congress 
there is some such need, it should be a more equitable review. 

For example, what we mean by that is that under this proposal 
there is redress or review provided only one possible aggrieved party, 
and that is the State. If the State agency feels that the decision of 
the Secretary is arbitrary or illegal or unjust, then the State can 
appeal to the courts. However, there can well be situations where 
an employee might be an aggrieved party or an employer might feel 
that the incidence of the State tax was inequitable or unfair to him. 
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In that case, as it now is, if the Secretary does not act, having 
exhausted his appeal rights through the administrative machinery, 
and having been turned down for the Sec1 etary’s failure to enforce 
the present existing Federal standards, there is no way that these 
aggrieved parties can ask for judicial review. 

So we are saying in summary, that this proposal is one which 
would have the sole effect of delaying the administration of the law 
without really providing equitable action by the courts on all poten- 
tial aggrieved parties. So if there is to be judicial review, it should 
be of a different kind. 

The CuHarrman. Mr. Cruikshank, does the Administrative Pro- 
cedure Act apply in this area ? 

Mr. CrurksHank. I believe it does, sir. 

Mr. Munts, could you enlighten us further on that? 

Mr. Monts. I am not a lawyer, but my impression is that there 
is some difference of opinion among lawyers on this question. 

Therefore, I hesitate to substitute my judgment. But the weight 
seems to be in that direction, that there is some application. 

The Cuarman. The reason I asked the question was some of the 
complaints that have been brought to my attention, and I know 
nothing about the validity of the complaints other than that they 
have been brought to my attention, have, in my opinion, largely in 
the area of arbitrary or capricious action by the Department. If 
the Administrative Procedure Act did apply, insofar as those situa- 
tions existed, there would be a remedy under existing law, would 
there not be? 

Mr. CrourksHank. I would certainly agree. Possibly such bases 
of grievances as are warranted, as this committee finds to be justi- 
fiable, it might be to clarify the situation with respect to the hee 
istrative Procedure Act would be the only thing that would be 
necessary. 

The Cuarrman. Arethere any further questions? 

Mr. Baker will inquire. 

Mr. Baxer. Mr. Cruikshank, I wish to compliment you on a very 
comprehensive statement. You heard the testimony of the repre- 
sentatives of the State administrators. Would you care to comment 
on those three recommendations ? 

Mr. CrurksHank. Mr. Baker, I would agree with the recommenda- 
tion of the State administrators, except that in our view it does not 
go far enough. We don’t think that the annual reporting as pro- 
posed and as supported by the Secretary here the first day of these 
hearings, is a wise provision, and not only applicable to State em- 
ployees | for the reasons that they cited but also to all employees. 

This isn’t directed directly to your question, but since this has been 
raised, I might state that in brief our reason is that quarterly report- 
ing for unemployment insurance is a very valuable safeguard to the 
best benefit standards in unemployment insurance. 

If the quarterly reporting requirement for old-age and survivors 
insurance were withdrawn, many States would then only require an- 
nual reporting for unemployment insurance, and the higher quarter 
earnings benefit formula would be lost. 

We also think that the reasons that the representatives of the 
State groups that were here this morning presented with respect to 
those in which they are particularly interested, the State employees, 





SOCIAL-SECURITY LEGISLATION 387 


also run to other employees. We understand that the Internal Rev- 
enue Service is now way behind on its cases of inadequate reporting 
of tax withholding, and its enforcement of those. If you had an 
annual _ as against a quarterly report, those would multiply, we 
are afrai 

Many small, sporadic, kind of fly-by-night employers would just 
never pay the social-security tax. Some of them do not now, and it 
is hard for the Bureau of Internal Revenue Service to catch up with 
them. But it would be all the harder if they operated, say, in the 
first quarter of a tax year and then would not be reporting until April 
15 of the subsequent year, 6 quarters past, and then by the time the 
Internal Revenue Service got around to checking on those, the em- 
ployees would be scattered, and some employees would lose a quarter 
or two of coverage under social security which might conceivably cut 
them out of all benefits at some time. } 

So we think that the present system of quarterly reporting is good. 
It is proceeding. It is geared in with State requirements of report- 
ing for unemployment insurance, and we see no reason for changing 
it. 

Mr. Baxer. What do you understand to have been the basic or un- 
derlying reason for that annual reporting recommendation ? 

Was it to be a matter of convenience ? 

Mr. CrurksHaNnk. The arguments that I have heard in favor of 
the total are simply a matter of convenience, yes, sir. It was before 
our Federal Advisory Council in the Bureau of Employment Secu- 
rity. The Secretary of HEW himself came over and argued for it. 
But the employers on that council agreed with us that there was so 
little advantage to it that it was better to leave it go. The Advisory 
Council refused to recommend in favor of annual reporting. 

Mr. Baker. Do you think the statute of limitations should be ex- 
tended as they suggest ? 

Mr. Crurksuank. I think the statute-of-limitations provision is the 
particularly applicable one to these employees, and that is a sound 
proposal. 

The CuHatrMan. Thank you. 

Are there any further questions ? 

Tf not, Mr. Cruikshank, we do thank you, sir, for coming to the com- 
mittee and giving us your statement with respect to these matters. 

Mr. CrurksHank. Thank you very much, Mr. Chairman, and mem- 
bers of the committee. 

The CuarrmMan. Our next witness is Mr. Charles C. Fichtner. 

Mr. Fichtner is not present. 

Our next witness will be Mr. Edward D. Hollander. 

Mr. Hollander, will you please identify yourself for this record by 
giving us your name, address, and the capacity in which you appear? 


STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION, WASHINGTON, D. C. 


Mr. Hotianper. I am Edward D. Hollander, of Washington, D. C., 
national director of Americans for Democratic Action. I am appear- 
ing here this morning on behalf of ADA. 

The CuairmMan. Would it be possible for you to complete your state- 
ment in the time allotted to you, sir. 
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Mr. Hotzanper. With your permission, Mr. Chairman, I will try 
to summarize it in the time alloted, and ask your permission to include 
it in the record in its entirety. 

The CuHatrMan. Without objection, your entire statement will be in- 
cluded in the record. 

Mr. Houtianper. It seems to us that this is a most appropriate time 
for review of our social-security system, which has been more than 
20 years in operation, and particularly appropriate, we believe, because 
this is the first time since the war that we are seeing the system operate 
under the magnifying glass, so to speak, of a recession, in which its 
gaps and weaknesses are more easily apparent than in a time of full 
employment. 

We certainly have taken a long step forward in social security, but 
we of ADA believe also that it is fair to say that it has many short- 
comings, and that the system as a whole does not provide the protec- 
tions which the country has reason to hope from it, and which we 
believe the country can have and can afford. 

It seems to us that we should stop puttying up the cracks in the 
system and begin the extensive alternatives necessary to provide the 
kind of social security we could and should have. 

If I may, Mr. Chairman, I would like to call to your attention the 
objective evidence, so to speak, the statistical ev idence, of the inade- 
quacies in this system. 

This is the evidence of the extent to which poverty still persists in 
this country. 

L remind you that it has been about 214 years since the Subcommittee 
on Low Incomes of the Joint Economic Committee under the chair- 
manship of Senator Sparkman made an extensive inquiry into the 
extent of poverty of the low-income families in the United States and 
the causes of it. 

It was a matter of some chagrin and surprise, I think, to find that 
even then in a period of great prosperity, about 1 family in 6 in the 
United States was living in poverty, and that this accounted for 
something of the order of 25 million or 30 million people, and per- 
haps worst of all, some 10 million children. 

If you will examine the findings of that committee, you will see 
that to a very large degree, the causes of this poverty are rooted in 
precisely those conditions which the social-security system was de- 
signed to alleviate, the dependency of old age, dependency of ill 
health, the dependency of unemployment, the dependency of child- 
hood. 

The last, I think, should concern us particularly, because by allow- 
ing children to be reared under conditions of extreme poverty and 
want, we jeopardize their health, education, and ability to develop into 
fully productive members of the society and economy. 

In this way, we permit the perpetuation of poverty from genera- 
tion to generation. The problem of poverty, of course, is complex 
and many sided. We are not suggesting that even an entirely ade- 
quate social-security system could deal with it in all of its aspects, but 
we would make a long step forward indeed toward our goal of the 
abolition of chronic poverty. 

Now, if I may, I would like to summarize our recommendations on 
the particulars of the social-security system. 
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In the first place, we recommend the provisions of H. R. 9467 with 
respect to increasing the benefits under social security. 

With respect to the benefits for disability, we recommend that they 
be payable to insured workers, regardless of age, who, because of 
physical disability, cannot find suitable work. We particularly rec- 
ommend the adoption of the health benefits proposed in H. R. 9467. 
It is, of course, a familiar fact to you that older people require more 
medical ¢ are, and also I am sure you are aware that the cost of medi- 

cal care has increased very rapidly in the last few years; if I am not 
niin’ more rapidly than any other segment of ‘the cost of living. 
The inability to finance these costs is one of the commonest and most 
devastating causes of dependency among the aged population. 

[ am sure you are aware also that the inclusion of such benefits as 
are prescribed in H. R. 9467 is not socialized medicine as Representa- 
tive Forand has pointed out, and that it would not rob beneficiaries 
of their free choice of doctors or hospitals. It would close one of the 
biggest gaps in our pension system. 

We believe that the costs of additional coverage and benefits should 
be met in large part in the first place by raising the wage ceiling for 
contribution and benefit purposes from the present $4,200 to $8,000. 
If this sounds drastic, I urge you to remember that when the Social 
Security Act was first passed the $3,000 limit was equivalent to some- 
thing more than twice the average factory wage. ‘The present $4,200 
limit is about the same as the average factory wage. In other words, 
the increase in the wage-price level has placed the ave ‘age wage at 
the maximum contr ibution and benefit salina thereby discriminating 
against the very large number of covered workers, as the Secretary of 
Health, Education, and Welfare pointed out to you earlier in the 
week, 

The Secretary testified also in favor of an increase in the benefits 
to compensate for increases in the cost of living. Such recommenda- 
tions have been made from time to time and, in effect, the benefits 
have been adjusted upward to meet rising living costs after the fact 
and after a long lag. Since the law was enacted, benefits have risen 
not much, if any, more than the cost of living, and much less than the 
level of wages and the standard of living. 

We would, therefore, suggest that you consider writing into the 
benefit formula an automatic escalation whereby benefits, at least for 
beneficiaries who retired before 1954, would be adjusted annually in 
relation to increases and, of course, decreases in the cost of living. 

We suggest this as a means of preventing the constant deterioration 
of benefits which has occurred almost continuously since benefits were 
first paid under the act. 

We recognize that even the increase in the wage ceiling would 
not be sufficient to pay both increased retirement benefits and the medi- 

cal and hospital benefits provided under H. R. 9467. We think this 
is a good form of saving through insurance which would be amply 
justified by the ultimate benefits. 

With respect: to unemployment compensation, Mr. Chairman, for 
the sake of saving time, I would like to refer to a letter which I ad- 
dressed to you on April 1 when you had this subject under considera- 
tion before, and ask your permission to include that letter in the record 
of these hearings. 

The CuHairMan. Without objection, it will be included. 
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(The letter referred to follows :) 
APRIL 1, 1958. 
Hon. WILBour D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN Miits: Americans for Demorcartic Action is gratified that 
your committee is holding hearings on various bills to increase and extend bene- 
fits to unemployed workers under unemployment compensation system. We 
think this is action already long overdue. Although we would have preferred to 
present testimony before your committee on this important subject, we are indeed 
glad that the hearings are being held to a very few days in order to expedite 
action on a bill. In addition to the letter from Mr. Nathan and Mr. Rosenberg 
last week urging action on unemployment compensation and tax reduction, I 
would appreciate it if you would make this letter part of the record of the hear- 
ings in lieu of testimony. 

ADA’s interest in an adequate unemployment compensation system far ante- 
dates this recession. For many years we have believed that the unemployment 
compensation system did not provide adequate protection and would not stand 
up under the demand of large-scale, prolonged unempolyment. Many of us who 
participated in the formulation of the system in its early days remember that 
even at that time it was recognized as hardly more than a promising first step. 
In the intervening years we have seen it eroded first by the failure of benefit 
formulas to keep pace with the increases in wages and secondly by the com- 
petitive efforts of employers to use experience rating to their own tax advantage 
and to the grave disadvantage of the workers covered by the system. 

These erosions have led ADA among others for many years to advocate a 
national system of unemployment compensation analogous to the system of 
old-age and survivors insurance, which would assure uniform benefits to work- 
ers wherever they might be. We still believe that experience has demonstrated 
that this would be the soundest approach in a country where workers are tra- 
ditionally mobile and where many employers operate in several States. The 
possibilities of using the differences in State laws and the differences in employ- 
ment conditions in interstate competition are vividly illustrated by the present 
variation in State tax rates, from 2.7 percent in Rhode Island to five-tenths of 
1 percent in Colorado, Iowa, and Virginia. Even among adjacent and simi- 
lar States these differences are spectacular and explainable not in terms of 
differences in economic conditions but in the degrees of success of the employers 
in beating down the standards. For example, Michigan which has a compara- 
tively liberal law has a tax of 2 percent, while neighboring Ohio has a rate 
of 0.7 percent. In your own State of Arkansas the rate is almost twice as high 
as in neighboring Texas. 

Unemployment, though it is local in origin, is national in its consequences, 
and it should be dealt with on a national basis. Unemployment in the steel 
mills in Pennsylvania originates from the recession in steel-using industries 
scattered over many States. Pennsylvania and the employers of Pennsylvania 
are powerless to control it. The high rates of unemployment in the lumber 
industry in Oregon and Washington reflect a nationwide decline in residential 
construction. These national consequences become convincingly clear during a 
period of general recession like the present, and seem to us to be compelling 
reasons for the adoption of a national, uniform system of unemployment compen- 
sation. 

If it is politically impossible to recognize this in a national unemployment 
compensation law, it is our conviction that the next best approach would be 
through raising and extending the standards provided in Federal law as a con- 
dition of the tax offsets permitted employers under State laws. Up to now 
these standards have been minimal and have permitted wide variations and in 
many States severe disabilities on the covered workers. We believe that these 
standards, at a minimum, should cover four conditions: 

(1) Benefit amounts which restore the original standard of compensating 
for one-half of wage loss and are brought up to date in relation to current 
wage and price levels; 

(2) Duration of benefits sufficient to cover periods of severe unemploy- 
ment such as the present or even worse; 

(8) The elimination of fallacious experience rating provisions which 
stimulate interstate competition in tax rates and provide incentives to deny 
benefits to workers; and 





SOCIAL-SECURITY LEGISLATION 391 


(4) Extension of coverage to many hundreds of thousands of workers 
whose need for protection is no less than those now covered and for whom 
coverage is entirely feasible. 

It seems to us that H. R. 10570, while it is far from ideal or even adequate 
in these respects, more nearly meets these conditions than any of the bills before 
you. It would modernize the benefit amounts, lengthen the duration, eliminate 
variation in tax rates at least within States, and it does extend coverage to 
approximately 2 million workers unaccountably and unreasonably excluded. It 
would still not entirely eliminate the interstate competition in lowering tax 
rates, with all of the vicious consequences that follow: 

Secause it most nearly approaches the standards of a good national unemploy- 
ment compensation system, we endorse H. R. 10570. 

These long-term improvements will greatly strengthen the system in the fu- 
ture, but they will do nothing to meet the immediate emergency. On the face 
of it, it is rather ridiculous to have benefits so severely limited in amount and 
duration while something over $8 billion, which could be flowing into the hands 
of unemployed workers, is on deposit in the unemployment trust fund. Present 
benefit schedules are far from meeting the needs of the unemployed even if we 
concede that half of weekly wages would meet those needs. Average benefits 
are still under $30 although average earnings are above $80. Hundreds of 
thousands of workers are exhausting their’ benefits and are now without any 
income whatever; and it is estimated that if the recession lasts even a few 
months more the numbers of exhaustions will increase very sharply. Clearly, 
there is no need for this. 

As we wrote you last week, we believe this situation calls for immediate 
emergency action. Since the State systems cannot be quickly changed, because 
of the need for action by State legislatures, it is almost uniformly recognized— 
both by the administration and by Congress, and by spokesmen for both political 
parties—that an emergency program of Federal supplements is necessary. 
Here, again, we believe that H. R. 10570 is superior to other bills before you 
simply because it most nearly meets the standards of protection which the 
system was intended to provide. It would provide immediate increases in bene- 
fits on the average equal to 50 percent of weekly income, and it would extend 
duration to a uniform maximum of 39 weeks. These measures would imme- 
diately release a substantial flow of purchasing power into the hands of those 
whose spending needs are most pressing, thus serving both a humanitarian and 
an economic purpose. 

We would like to indicate our opposition to the awkward and niggardly pro- 
visions of H. R. 11679. In this, as in so many of the administration’s grudging 
proposals, the financial arrangements have been allowed to dominate both the 
humanitarian and the economic purposes. This scheme would have the effect 
of introducing needless complications in respect of State legislatures and State 
legislation which can be avoided entirely by H. R. 10570 or H. R. 11326. It is 
no wonder that a committee of governors failed to understand it in 2 hours of 
conference with the President. 

The shortcomings of our unemployment compensation system which have 
been so long evident to students of social security are now of far more than 
academic importance. Whether the turning point in the recession comes in 
June or late in the year, there will be many millions of unemployed for many 
months ahead. It is inevitable that unless the Congress acts, millions will be 
suffering with inadequate benefits or no benefits at all. We, therefore, urge 
your committee to act at the earliest possible moment in order to speed this 
legislation through the Congress with the same energy that has led to the enact- 
ment of other so-called antirecession measures. 

Very truly yours, 





Epwarp D. HoLtuAnper, National Director. 


Mr. Hotianper. Thank you, sir. 

I would just like to summarize by saying that we believe the stand- 
ard of unemployment insurance at the minimum should cover four 
conditions : 

(1) Benefit amounts which restore the original standard of 
compensation for one-half of wage loss and are brought up to date 
in relation to current wage and price levels: 
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(2) Duration of benefits sufficient to cover periods of severe 
unemployment such as the present or even worse; 

(3) The elimination of fallacious experience rating provisions 
which stimulate interstate competition in tax rates and provide 
incentives to deny benefits to workers; and 

(4) Extension of coverage to many hundreds of thousands 
of workers whose need for protection is no less than those now 
covered and for whom coverage is feasible. 

Finally, Mr. Chairman, with respect to public-assistance provisions 
of the law, we have a few suggestions. These are not intended, of 
course, to cover all of the points that could be raised. These sug- 
gestions are that there should be available Federal matching grants 
for general public assistance to families who do not qualify under the 
standard category but whose need is no less. 

Second, that Federal standards for mate hing grants should remove 
residence and citizenship requirements. 

Third, that aid to the disabled should not be restricted to the per- 
manently and totally disabled, but should be available to families 
in need because of illness or disability of the wage earner. 

Fourth, that aid to dependent children should be available to chil- 
dren living with relatives, even if both parents are present, whenever 
the breadwinner is not able to support them in decency. 

Five, that maximum limits on individuals assistance payments be 
removed and that States be encouraged to raise their standards of 
public assistance. 

Mr. Chairman, it is very discouraging, especially in the light of 
the recession and the unmet needs it has : spotlighted, to find the ad- 
ministration opposing most of the changes necessary to improve the 
social security system. Indeed, they have chosen this time to try to 
reduce rather than expand Federal programs and Federal participa- 
tion in Federal-State programs. The Secretary of Health, Educa- 
tion, and Welfare has opposed any increases in old-age and survivors 
benefits beyond those he has calculated are required to meet the rise in 
the cost of living. Instead of more benefits, he has proposed more 
studies. 

We are discouraged, too, by the reports that you, Mr. Chairman, 
have suggested that these he: arings may lead to no legislation at this 
session of the Congress. As I said earlier, we believe the recession 
has exposed the shortcomings of the system; it also makes it more 
imperative to move to correct them. Recognizing that the time is 
short, we nevertheless urge you to move w ith the greatest dispatch to 
enact improvements before ‘the Congress adjourns. The urgency of 
the need, we believe, makes this botlpnecessary and possible. 

(Mr. Hollander’ s complete statement follows :) 


TESTIMONY OF Epwarp D. HOLLANDER, NATIONAL DIRECTOR, AMERICANS FOR 
DEMOCRATIC ACTIONS, ON SocraAL SECURITY 


Mr. Chairman and members of the committee, my name is Edward D. Hol- 
lander. I am national director of Americans for Democratic Action, on whose 
behalf I appear here today. ADA is most appreciative of this opportunity to 
present its views on needed revisions in the social security system. 

This is a most appropriate time for a review of our social security system. 
It has now been in operation more than 20 years, and is fully operative in the 
sense that the people intended to be covered by it have built up full benefit 
rights. This is an appropriate time, moreover, because for the first time since 
the war we are seeing the operation of the system under the magnifying glass 
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of a recesston—in which its gaps and weaknesses are more easily apparent than 
in a time of full employment. 

All of us, and particularly your committee, can take great satisfaction that 
the system as a whole has constituted a great step toward providing economic 
security for the people of the United States. But it is fair to say also that the 
shortcomings are many and that the system as a whole does not provide the 
protections which the country needs and can afford, and which were implicit 
in the adoption of the policy of social security more than 20 years ago. 

It seems to us that we should stop puttying up the cracks and begin the 
extensive alterations necessary to provide the kind of social security system we 
can and should have. 

It is not merely in theory that the system has many inadequacies. The best 
evidence of the inadequacies is to be found in the extent to which poverty per- 
sists in his country. Two and one-half years ago a subcommittee of the Joint 
Economic Committee, under the chairmanship of Senator Sparkman, conducted 
an extensive investigation into the problem of low-income families in the 
United States. In a time of full employment the committee found an alarming 
prevalence of poverty—defined as the lack of income to maintain a standard 
of living at a minimum level of health and decency. These facts are a matter 
of record, but I would like to remind you that even at that time 1 American 
family in about 6 fell in this category, and the number of individuals living 
under conditions of poverty was of the order of 25 or 30 million—young and 
old, urban and rural, scattered throughout the United States. Some 10 million 
of these were children. 

In that investigation and since, we have found out a good deal about these 
families and the causes of their poverty. If you will examine those findings of 
the joint committee, you will see that to a very large degree the causes are rooted 
in conditions which the social security system was designed to alleviate: the 
dependency of old age, the dependency of ill health, the dependency of unemploy- 
ment, the dependency of childhood. The last should concern us particularly 
because by allowing children to be reared under conditions of extreme poverty 
and want, we jeopardize their health, their education, and their ability to 
develop into fully productive members of the society and the economy. Thus 
we permit the perpetuation of poverty from generation to generation. 

Much of the information presented before Senator Sparkman’s subcommittee 
was derived from the census of 1950, but more recent evidence indicates that the 
problem persists on a very large scale. For example, a survey undertaken by 
the Bureau of the Census for the State of New York shows that whereas “in 
1949, more than a quarter of all families of two or more persons had incomes too 
low to meet the needs of self-sustaining families, as measured by the cost of a 
standard budget * * * by 1956 the number of low-income families had been 
reduced by about one-third * * *.” In other words, in even so prosperous a 
State as New York, after 7 years of almost uninterrupted prosperity, between one- 
fifth and one-sixth of the families were still living under conditions of poverty. 
There is not the slightest doubt that similar surveys in other parts of the country 
would show conditions similar to those in New York or worse. 

An examination of the characteristics of these people reveals, as might be 
expected, a high proportion of permanent and temporary disability, of old age, of 
broken homes, and a large number of farm families unable to make a decent 
living from farming. 

The problem of poverty is complex and many-sided, and we do not suggest that 
even an entirely adequate social security system could deal with all of its aspects. 
Certainly better education and better housing, for example, are important require- 
ments also. But we would have made a long step forward indeed toward our 
goal of the abolition of chronic poverty if we were able to provide adequately 
against the various forms of dependency which recur in our society. 

This was true even during the recent periods of full employment. The problem 
has been aggravated by the accumulation of unemployment and underemploy- 
ment caused by the current recession. This has highlighted shortcomings not 
only of our unemployment compensation system, but of old age insurance and 
public assistance also. It has shown that many families are extremely vulner- 
able to loss of income—even temporary or partial—and, moreover, that this loss 
of income aggravates other economic hazards, for example by making it more 
difficult to finance the costs of illness, or by forcing retirement on meager pensions. 

We contend that it should be national policy, and moreover, that it is both 
financially and administratively feasible, that we should have a social security 
system that is in fact adequate to meet these various economic hazards; that its 
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coverage should be universal as nearly as may be; that the benefit standards 
should be adequate to maintain a family at a minimum standard of health and 
decency ; and that the categories should be so designed as to:leave no gaps in 
definition or administrative practice. 

I would like to turn now to specific proposals for the various forms of social 
security. 


Old age, survivors and disability insurance 


Coverage of the old-age insurance is now almost universal throughout the 
population. The system has been in operation long enough for many pensioners 
to have built up maximum benefit rights. It is now undisputably clear that 
even the maximum benefits are inadequate to support pensioners and that in 
many cases they must be supplemented from public or private sources to rescue 
the beneficiary from penury. We believe that the minimum basic benefits 
should be raised at least to the levels prescribed in H. R. 9467. 

With respect to the benefits for disability, we recommend that they be payable 
to insured workers, regardless of age, who because of physical disability 
eannot find suitable work. The disability fund is accumulating rather rapidly 
because of very strict tests of disability, and it is our impression that the 
usefulness of the program could be increased merely by an expression from this 
committee in favor of a more realistic standard. We recommend also that dis- 
ability insurance be broadened to provide benefits for dependents of a disabled 
beneficiary, analogous to those for survivors or for dependents of a retired 
beneficiary. 

We particularly recommend the adoption of the health benefits proposed in 
H. R. 9467. It is self-evident that as people grow older they become more 
vulnerable to illness and in greater need of medical and hospital care. The 
inability to finance the costs of such care is one of the commonest and most 
devastating causes of dependency among the aged population. Moreover, the 
costs of medical care have increased more rapidly in the last few years than 
any other segment of the cost of living. For example, the costs of hospital care 
and hospital insurance have about tripled since the end of the war. It is 
almost a travesty to hold out the hope of retirement income to people in their 
later years without at the same time providing them with some means of 
financing these very heavy costs. We realize that these proposals of H. R. 
9467 have been vigorously attacked, especially by those who have misrepresented 
both their purposes and their effects. I am sure the committee is well aware 
that the inclusion of cash benefits for hospital and surgical care—as Represent- 
ative Forand has pointed out—is no more “socialized medicine” than similar 
insurance under Blue Cross and Blue Shield plans. Nor would it rob bene- 
ficiaries in the least of their free choice of doctors or hospitals. What it 
would do would be to close one of the biggest and cruelest of the deficiencies of 
our old age pension system. 

We recognize that such provisions as we are proposing would add significantly 
to the cost of the system. We believe these costs should be met in large part, 
in the first place, by raising the wage ceiling for contribution and benefit 
purposes from the present $4,200 to $8,000. If this sounds drastic, I urge you 
to remember that when the Social Security Act was first passed the $3,000 limit 
was equivalent to something more than twice the average factory wage. The 
present $4,200 limit is about the same as the average factory wage. In other 
words, the increase in the wage-price level has placed the average wage at 
the maximum contribution and benefit. ceiling, thereby both discriminating 
against the very large number of covered workers who earn more than this, 
and at the same time depriving the pension fund of income which should be 
available to finance higher benefits and additional coverage. This violates 
both equity and sound financing. As Secretary Folsom admitted, nearly 30 
percent of all covered workers and nearly 60 percent of regularly employed male 
workers are discriminated against in this way. 

The Secretary testified before you earlier this week in favor of an increase 
in the benefits to compensate for increases in the cost of living. Such recom- 
mendations have been made from time to time, and in effect the benefits have 
been adjusted upward to meet rising living costs after the fact and after a 
long lag. In fact, since the law was enacted benefits have risen not much— 
if any—more than the cost of living, and much less than the level of wages and 
the standard of living. We would, therefore, suggest that you consider writing 
into the benefit formula an automatic escalation whereby benefits—at least 
for beneficiaries who retired before 1954—would be adjusted annually in rela- 
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tion to increases (and, of course, decreases) in the cost of living. We suggest 
this as a means of preventing the constant deterioration of benefits which has 
occurred almost continuously since benefits were first paid under the act. It 
would still be necessary to improve benefits absolutely, in real terms, from time 
to time in relation to increases in the national income and the national standard 
of living. 

We recognize that even the increase in the wage ceiling would not be sufficient 
to pay both increased retirement benefits and the medical and hospital benefits 
provided under H. R. 9467. We recognize that sound financing will require a 
series of increases in the contribution rate over a period of time. We do not 
regard this as in the least impracticable. Realistically considered, this is a 
sound form of saving through insurance, which will be amply justified by the 
ultimate benefits. 


Unemployment compensation 


The recession has particularly spotlighted the serious deficiencies of our un- 
employment insurance. The low scale of benefits relative to wages, the quarter 
of a million exhaustions per month even in the comparatively early and com- 
paratively mild stages of recession, the gaps in coverage—these show how 
far the system falls short of providing the protections hoped at its inception 
and promised as time went on. 

We of ADA have been particularly shocked by the developments that led 
to the passage of the recent act to provide supplementary payments for unem- 
ployed workers whose benefit rights have been exhausted. As we said at the 
time, it seemed particularly unfortunate that this bill combined the repayment 
requirements proposed by the administration with the State option proposed 
by the committee, so that the plan is not uniform in effect in all States, and that 
in so many cases action by the State legislature seems to be required. Except 
for compartively minor details, this bill does not make it possible for most 
States to do anything that the State legislatures could not have done on their 
own motion. We were particularly shocked by the role played by the “States 
rights lobby”, who succeeded, as they boasted themselves, in emasculating the 
Federal benefits provisions of the bill. 

We believe that within a few months, lacking action by the administration and 
by the Congress to promote rapid recovery, you will find that the provisions 
of the emergency unemployment compensation law are inadequate and that you 
will be faced with the necessity to use Federal funds to supplement both the 
amount and the duration of State benefits. 

What is called for by the present circumstances of the recession, as well as for 
the future, is a substantial strengthening of coverage, benefit amounts, and 
duration, prescribed by Federal standards, so that neither the employers nor 
the workers of any State would be penalized by the efforts of some employers 
to hold down benefit payments for the sake of reducing employment taxes. On 
April 1, I addressed a letter on this subject to you, Mr. Chairman, and I would 
like your permission to have a copy of this letter inserted in the record as ap- 
pended to this testimony. As I pointed out in that letter, we believe that the 
unemployment insurance system should be national, with uniform taxes and 
uniform benefits standards. Lacking this, we recommend that the Federal law 
be amended to raise and extend the standards laid down as a condition of tax 
offset permitted employers under State law. We believe that these standards 
at a minimum should cover four conditions: 

(1) Benefit amounts which restore the original standard of compensation 
for one-half of wage loss and are brought up to date in relation to current 
wage and prices levels; 

(2) Duration of benefits sufficient to cover periods of severe unemploy- 
ment such as the present or even worse; 

(3) The elimination of fallacious experience rating provisions which 
stimulate interstate competition in tax rates and provide incentives to deny 
benefits to workers; 

(4) Extension of coverage to many hundreds of thousands of workers 
whose need for protection is no less than those now covered and for whom 
coverage is feasible. 

Public assistance 

The depression of the 1930’s brought a sharpened sense of the public re- 

sponsibility for the welfare of those of our citizens who for a variety of reasons 


are unable to support themselves. It was recognized that even fully operating 
systems of unemployment compensation and old age insurance would leave a re- 
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sidual responsibility which could only be met by public-assistance programs. Like 
the insurance programs, however, these were inaugurated on a modest scale to 
meet the most pressing needs; and as it has turned out, like the insurance pro- 
grams, they have not kept pace with the times nor expanded to meet the need 
in its entirety. Experience has shown that categorical assistance has excluded 
many families in genuine need; that State administration has set up arbitrary 
standards; that the amount of assistance has been mainly inadequate and some- 
times niggardly. 

The experience in New York again is instructive. An analysis of public-assist- 
ance recipients in that State showed that, before the effects of the recession 
were felt, two-thirds of the adults receiving public assistance were too old or 
too ill to work, or disabled. One-quarter were women unable to work because 
they were needed at home to care for young children or for disabled members of 
the family. More than one-half were chronically or acutely ill. To this kind of 
load there has been recently added those who are without income because they 
are without work and not receiving unemployment compensation either because 
they were ineligible or because they had exhausted their benefits. 

The experience with public assistance points to some conspicuous conclusions: 

(1) That Federal matching grants should be available for general public 
assistance to families who do not qualify under the established categories but 
whose need is no less. These would include families in which the normal wage 
earner is present but unemployed or unemployable. 

(2) That Federal standards for matching grants should remove residence and 
citizenship requirements, which in a number of States are used to bar otherwise 
eligible families. In this connection it is noteworthy that while New York State 
has no residence requirements whatever, a recent survey found that 80 percent 
of the public-assistance recipients had lived in the State for at least 10 years, 
and only 8 percent had lived in the State for less than 5 years. This does not 
support the fear that the absence of residence requirements leads to a rush of 
families to take advantage even of the comparatively liberal public assistance 
laws. 

(3) That because illness and disability play such a large part in dependency, 
we recommend that aid to the disabled should not be restricted to the permanently 
and totallv disabled, but should be available to families in need because of illness 
or disabilitv of the wage earner. This is justified not only on the grounds of 
humanity, but as a means of restoring to employability those recipients of public 
assistance who can be made self-supporting. 

(4) That aid to dependent children be available to children living with rela- 
tives, even if both parents are present, whenever the breadwinner is not able to 
support them in decency. This would avoid placing a premium on broken homes, 
as the present eligibility requirements do. 

(5) That maximum limits on individual assistance payments be removed and 
that States he encouraged to raise their standards of public assistance. 

As we look back over the history of these programs of social insurance and 
public assistance, we must realize that they have been rooted in a philosophy that 
it was necessary to keen benefits low in order to discourage malingering and 
provide incentives to work. It may be that when average factory wages were 
$25 a week and the minimum wage was 25 cents an hour, that it was necessary 
to be cautious about a proper relationship between the level of wages and the 
level of benefits sut times have changed. A decade and a half of high employ- 
ment at high wages has created both the opportunity and the incentives to main- 
tain a high standard of living. It is time we stopped worrying about keeping 
benefits low enough to prevent malingering, and start worrying about getting 
them high enough to keep families together and to support them at least at a 
minimum American standard. We submit that in this the social-security 
programs have by and large fallen far short. 

It is verv discouraging, especially in the light of the recession and the unmet 
needs it has spotlighted, to find the administration opposing most of the changes 
necessary to improve the social security system. Indeed, they have chosen this 
time to try to reduce, rather than expand, Federal programs and Federal partici- 
pation in Federal-State programs. The Secretary of Health, Education, and 
Welfare has onnosed any increases in old age and survivors benefits beyond 
those he has calculated are reauired to meet the rise in the cost of living. Instead 
of more benefits. he has proposed more studies. 

We are discouraged too by the reports that you, Mr. Chairman, have suggested 
that these hesrings mav lead to no legislation at this session of the Congress. 
As I said earlier, we believe the recession has exposed tne shortcomings of the 
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system: it also makes it more imperative to move to correct them. Recognizing 
that the time is short, we nevertheless urge you to move with the greatest dis- 
patch to enact improvements, before the Congress adjourns. The urgency of 
the need, we believe, makes this both necessary and possible. 

The Cuarrman. Mr. Hollander, we thank you. 

Although I, unlike you, was not discouraged, I was somewhat 
amazed at the reports that I read in the newspapers based upon appar- 
ently what I had said in a press release announcing the hearings on 
social security and in my opening statement when the hearings began 
the other day. I have about decided that those who reported it did not 
read what I said, for at no time did I say that there would be no legisla- 
tion following these hearings. 

I tried to point out that it would be impossible for us within the time 
that remains to legislate with respect to every suggestion that is made 
to us in the course of these hearings, but the decision with respect to 
whether there would be legislation or not is a decision not to be made 
by the chairman, but a decision to be made by the committee. 

‘I appreciate your calling that to my attention so that I could 
have this opportunity to make this additional statement. 

Mr. Hoiuanper. Mr. Chairman, this is good news. 

The Cuarrman. I do not think that it means that we will legislate 
everything that you and every other witness suggests. If we did that 
it would take us at least 2 sessions of the Congress to complete it 
because, as you remember, in the past the record has been that any 
major changes in social security have required 2 sessions of the 
Congress. 

But there can be changes made in the field of social security within 
one session of Congress and within the time that remains in this 
session of Congress. 

Mr. Horianper. That is very good news, Mr. Chairman. 

The Cuarrman. Mr. Mason. 

Mr. Mason. Mr. Hollander, on page 2 you make this statement 
“that benefit standards” of the social-security program— 
should be adequate to maintain a family at a minimum standard of health and 
decency. 

Mr. Hollander, that statement is based on the erroneous premise, an 
erroneous premise that practically all the testimony in the last 2 weeks 
has been based upon, and that is that the social security is to be the 
sole support of the retired people, when the social-security program in 
the first place basically was to be a supplement to other sources of 
income of the retired people. 

Now, when you say that we should raise the base from $4,200 to 
$8,000, that recommendation is based on the false premise that that 
person when he retires must depend entirely upon his social-security 
benefits when, if he is allowed to retain the difference between $4,200 
and $8,000, he can invest that himself in other insurance or other pro- 
tection for his old age as a supplement to the old-age security program. 

And, so, most of this testimony fails because it is based on a wrong 
premise. Social security is not supposed to be the sole support of 
the retired person. It is supposed to supplement other support that 
he has been able to provide for himself. For that reason, Mr. Hol- 
lander, I just cannot go along with practically any of your sugges- 
tions, because in my opinion they are based upon a wrong premise. 
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That is all, Mr. Chairman. 

Mr. Houzianper. Might I respond to this, Mr. Chairman? 

The CHarrman. Yes. 

Mr. Mason. Of course. 

Mr. Houianper. I recognize the point, Mr. Mason, of course. I 
would like to say very briefly on this: in the first place, this is not 
the premise on the assumption that social security should be the sole 
support of people in retirement. On the contrary, I recognize, as you 
do, that they will have other sources of support, including sometimes 
pees under industrial pension plans arrived at through collective 
vargaining. 

What I said here was that the benefit standards should be such as 
to maintain a minimum standard of decency in case there are not 
other sources of support and that we would hope that our old-age 
population pensioners would be able to live above a minimum stand- 
ard of decency, which is very low indeed. 

Now, with respect to the $8,000 cutoff, I simply remind you of the 
inequity, it seems to me, that is involved when wages have risen so 
much that the cutoff ceiling has risen comparatively much less. And, 
therefore, I do regard this as a discrimination against the higher- 
paid workers merely because this part of their income is not insured, 
so to speak, for pension purposes, and therefore they increasingly 
will bump up against the maximum benefit, which is not enough to 
support them at the minimum standard of health and decency. 

So, while I understand the point you are making, I think it does not 
apply to the testimony. 

Mr. Mason. My only response to that is this, that any man earning 
$8,000 a year, even today with these inflated wages and prices, should 
have some ability to provide for his old age and not have the Gov- 
ernment assess that $8,000 because presumably the man hasn’t any 
ability himself to provide for his own old age. 

Mr. Hotxianper. I am sure you are aware, sir, that the average 
benefit of the people who retired before 1954 is about $66 a month, and 
the average benefit of those who retired since is about $77 or $78 a 
month, which is a very, very meager sum on which to try to support 
a person in his old age. 

Mr. Mason. With $8,000 a year they could probably have provided 
other sources of income. 

That is all, Mr. Chairman. 

Mr. Baxer. I havea question, Mr. Chairman. 

The Caatrman. Mr. Baker will inquire, Mr. Hollander. 

Mr. Baxer. If the base was raised from $4,200 to $8,000 how much 
money would be produced ? 

Mr. Hotianper. I don’t know, sir. 

Mr. Baxer. It isa very important point. That is all. 

The Cuarrman. Are there any further questions ? 

If not, we thank you again, Mr. Hollander, for bringing to us the 
views of the Americans for Democratic Action. Thank you, sir. 

Mr. Hotuanper. Thank you. 

(The following letters were subsequently received by the com- 
mittee :) 
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AMERICANS FOR DEMOCRATIC ACTION, 
Washington, D. C., June 30, 1958. 
Hon. WILBUR MILLS, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 


Dear Mr. CHAIRMAN: When I testified before the committee several weeks 
ago, I was asked how much revenue would accrue to the social security fund 
if contributions and benefits were based on the first $8,000 of wages and salaries, 

I have since inquired of the Department of Health, Education, and Welfare 
and I have been informed that an $8,000 ceiling, assuming the present benefit 
formula, would result in a maximum benefit of $172 per month and would result 
further in a saving to the social security system equivalent to one-half of 1 
percent of payroll. In other words, if this maximum were adopted the fund 
would be better off, assuming no other change in the benefit formula. 

I would appreciate it if this information could be made part of the record 
of my testimony. 

Thank you very much. 

Sincerely yours, 
Epwarp D. HOLLANDER, 
National Director. 


AMERICANS FOR DEMOCRATIC ACTION, 
Washington, D. C., June 30, 1958. 
Hon. WILBur D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. O. 


Dear Mr. CHAIRMAN: Subsequent to my appearance before the committee in 
support of amendments to the Social Security Act, I have received a number 
of letters apparently in response to press accounts of my testimony. From these, 
I have picked two which seem to me to document the urgent problem posed 
before the committee. I am enclosing copies of these with the request that they 
may be made part of the record as an appendix to my testimony. 

Thank you very much. 

Sincerely yours, 
Epwarp D. HOLLANDER, 
National Director. 


WaASHInaTON, D. C., June 23, 1958. 
AMERICANS FOR DEMOCRATIC ACTION, 
1341 Connecticut Avenue, NW.., ° 
Washington, D.C. 


Dear Sirs: I am writing to ask about the increase in social security benefits 
that you are planning. Please consider the dependents of the total disabled. 
I know most men when they reach the age of 50 years their children are grown 
but there must be quite a few in the same plight I’m in. I have 3 children ages 
17, 13, and 7 years old and my husband draws $86 a month due to a heart 
condition and a stroke. My older daughter works and has to put her salary 
to support of the children. She will never be able to marry and have a life of 
her own at this rate. She's 22 now. I am unable to work myself due to dif- 
ferent ailments. 

Please don’t forget about proper care for children of the disabled. 

Thanking you, 
Mrs. ELizaBetH Knorr. 


P. S.—If there’s anyone else I can write to about this please let me know. 


Dana, Inp., June 23, 1958. 
Mr. Epwarp D. HoL_iaAnpEr, 
ADA National Director, 
Washington, D.C. 


Dear Mr. HoLttAnver: We are writing you in regard to our social pension. 


We are 75 and 76 years old and are drawing a pension of $77.70 a month 
between us. 
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We need medical care so badly and cannot buy food and pay doctor bills on 
that amount of money. That’s the only income we have and we are trying to 
stay together but with everything so high, we are having a hard time doing it. 
It’s the ones that first started paying social security in 1936 and we get the 
least of anyone else. Could you please help us to get more money for the few 
years we have left. 

If you could poll the United States and see how many million people are just 
half living, you could then see why we are asking for more money. 

Respectfully, 
Mr. and Mrs. CLAUDE MALONE. 

The Cuarrman. Our next witness is the secretary-treasurer of the 
International Association of Fire Fighters, accompanied by the vice 
president. 

Will you please come forward. 

Will you identify yourself for the record by giving us your name, 
address, and capacity in which you appear, and that of your associate. 


STATEMENT OF JOHN C. KABACHUS, SECRETARY-TREASURER; 
ACCOMPANIED BY CHARLES LOESCHE, VICE PRESIDENT, FOURTH 
DISTRICT, INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS, 
AFL-CIO 


Mr. Kazacuus. My name is John C. Kabachus, secretary-treasurer 
of the International Association of Fire Fighters, AFL-CIO, 815 
16th Street NW., Washington, D. C., a resident of Boston, Mass. 

Accompanying me is our vice president of the fourth district, 
Charles Loesche. 

The Cuarrman. Mr. Kabachus, will it be possible for you to com- 
plete your statement in the time we have allotted to you? 

Mr. Kapacuus. I am sure it will, Mr. Chairman. 

The Cuarrman. You are recognized, sir. 

Mr. Kapacuus. My name is John C. Kabachus. I am the secre- 
tary-treasurer of the International Association of Fire Fighters, 
AFL-CIO. Our association represents nearly 100,000 members, all 
of them paid professional fire fighters, and representing over 1,200 
cities. 

We appreciate this opportunity of presenting our views to the com- 
mittee members on House Ways and Means. I, as a representative 
of the fire fighters, have no alternative on those bills appearing on 
the committee calendar, and specifically dealing with H. R. 4770 and 
any or other related bills which deal with the inclusion of the pro- 
fessional fire fighter under the provisions of the old age and survivor’s 
insurance program, and am required at this time to record our organ- 
ization opposed to the intent of including the fire fighters of our 
Nation under the provisions of the Social Security Act. 

Our organization consistently over the years has been mandated by 
convention action to vigorously object to the extension of social se- 
curity coverage for the fire fighters. Our organization over the years 
has found that retirement plans were concurrently established with 
the adoption of paid fire departments in our communities. 

Historically, we find the provisions of retirement benefits by State 
and local governments in the United States is unique. Here is found 
the largest group of employees probably in the history of the world 
whose retirement has been provided for without the financial assist- 
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ance of the central government. This movement was well established 
before the United States passed the Social Security Act. 

We as firemen enjoy a very privileged position in our communities 

where retirement systems exist. It is universally known that, through 
the generosity of our States and city fathers, early retirement oppor- 
tunities are provided for many of our fire fighters, substantial disabil- 
ity benefits as well as provisions for adequate ordinary disability 
retirement allowances, benefit payments to our widows and orphans 
do not fall into the category of being subsistence allowances and most 
areas provide for an adequate income as the result of the loss of the 
breadwinner. Under the provision of many of the retirement organ- 
izations that are presently in existence, fire fighters also enjoy the 
benefit of special consideration being given for the hazardous nature 
of the fire fighter job in his community by providing for additional 
creditable service in computing his actual retirement allowance. 
_ It is the contention of our international organization that, by ex- 
tending the old-age survivor’s insurance program to cover the fire 
fighters, a substantial cost in the operation of local and State govern- 
ment is being unnecessarily foisted on the already heavy taxpaying 
public. It has been brought to our attention that a survey cunianied 
recently by the General Court of Massachusetts showed that: 

Under supplementation, the Commonwealth with an annual payroll of $120 
million for State employees would be obliged to pay about $2 million annually 
(2% percent on the first $4,200 of all salaries). By 1975 the States’ share of 
cost would rise to nearly $5 million per year; all this in addition to the annual 
budget for State retirement purposes which already calls for payment of about 
$4.5 million annually. 

The other public employees in Massachusetts municipal, regional, and county 
government would have proportionate costs amounting to some 7 to 10 million 
immediately and from 15 to 25 millions in 1975, all in addition to the cost of 
maintaining their normal retirement system. 

The report further shows that, under integrated and/or coordinated 
methods of extending the OASI coverage for public employees, sub- 
stantial costs are reflected immediately upon the adoption of such a 
program. And we as fire fighters question whether or not the tax- 
paying public in the State of Massachusetts or any other State could 
or would assume such a burden. 

We as fire fighters know that, as public employees, we must look 
to the taxpayer for funds. There is no doubt that in difficult times 
the taxpayer may question the necessity of dual coverage for expense, 
and it is our position as an international organization that, where 
possible, we avoid dual coverage as well as avoid the hazards of at- 
tempting to ride two horses at the same time. 

Since the Federal Social Security Act is primarily and basically 
designed as a social measure attempting to meet the basic needs of 
the entire working population and in contrast to State and local 
government retirement plans which are designed to meet the needs of 
superannuated employees where benefits are based upon contribu- 
tions and are, therefore, geared to the amount of salaries and length 
of service, and, since, we as fire fighters desire more than mere sub- 
sistence which is provided for under the OASI, we look to the future 
of our retirement systems when a strong foundation has been built 
through the means of savings, thrift and the generosity of our local 
and State government officials. 
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In the event the existing retirement ——— in our communities 
covering the fire fighters indicate a deficiency in the benefits in the 
survivor’s awards for employees who at an early age expire under 
conditions that cannot be attributed to the fire service, it 1s our feel- 
ing that the local retirement plans can effectively be amended provid- 
ing for this coverage at less cost to the local taxpayer than by the 
extension of a Federal social security program. 

As the result of the 1956-57 amendments to the Social Security 
Act, the prohibition in the Federal law with respect to the fire 
fighters in positions under retirement systems was lifted in the States 
of Alabama, Florida, Georgia, Maryland, New York, North Carolina, 
Oregon, South Carolina, South Dakota, Tennessee, and the Territory 
of Hawaii. 

Under the Federal law, section 218 (d) (6) gives the States in 
certain cases the option of dividing a single retirement system in 
smaller units. Here each unit is deemed to be a retirement system. 
Most important to our membership, a separate referendum is held 
with respect to each unit or “deemed retirement system”. We find 
in the 11 States mentioned that the States of Florida, Georgia, New 
York, Tennessee, and the Territory of Hawaii may, under the Federal 
law, divide a deemed retirement system as they wish on the basis of 
the desires of the members. 

It is our contention that, if under any circumstances there is an 
indication of the need of extending the old-age insurance program, in 
such instances Congress legislate and novia the option of dividin 
a single retirement system in smaller units of the public employees cad 
the State and political subdivisions of the State. 

In closing we also wish to stress the fact that under retirement sys- 
tem policy would be subject to continual changes and OASI provi- 
sions and that, as the retirement systems continue to be adjusted, 
the advantages in municipal administration will tend to disappear. 
And, in our opinion, the quality of public service would be lowered 
as a result. 

The Cuarrman. Are there any questions of Mr. Kabachus? 

Mr. Mason. I want to compliment the witness on his stand against 
being included under OASI and the reasons he has advanced for that 
stand or the attitude he has displayed, because the firefighters of 
America are much better off as they are under their own systems which 
were established long before this OASI was adopted, and it seems to 
me to force them to come under this program would be doing them an 
injustice and certainly would not be doing the taxpayers any justice. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any questions? 

If not, we thank you, gentlemen, for bringing to us the views of 
the International Association of Fire Fighters. Thank you very 
much. 

Mr. Kanacuus. Thank you for the opportunity. 

The Cuarrmman. Mr. Loesche, who was with Mr. Kabachus, handed 
me a statement that he would like to have appear in the record at the 
conclusion of Mr. Kabachus’ appearance. 

Without objection, that material will be included at that point in 
the record. 
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(The statement referred to follows: ) 


To: Hon. Wilbur D. Mills, chairman, and Members, Committee on Ways and 
Means, House of Representatives. 


Subject: General public hearings on ‘all titles of the Social Security Act. 


Purpose: To have injected into the records a statement relative to H. R. 477 
and any related bills dealing with the subject matter of professional firemen 
and their inclusion in the old age and survivor insurance (Social Security Act 
and its amendments). 


I have no alternative than to take the position mandated by convention action 
since 1952 and oppose any alterations or amendments other than to have the 
professional firefighter remain excluded from the provisions of the Social Se- 
curity Act for the following reasons: 

1. The vast majority of cities and political subdivisions have established pen- 
sion funds for the firefighters. Many funds, being concurrent with the inception 
of establishing paid fire departments, provide greater and more liberal benefits 
than those prevailing under the present statute of OASI. 

2. Many cities and political subdivisions under State acts give additional 
benefits, such as, State workmen’s compensation and its ramified benefits to 
injured firefighters and to the widow of the firemen who is killed in the line 
of duty (or dies as a result of injuries incurred). 

Many cities give a cash award to the widow and have provisions for scholar- 
ships for the children of the firefighters who die in the line of duty. Just 
prior to 1936 the Federal Government took cognizance of the fact that many 
States were shirking their responsibility toward helping the aged and infirm in 
a superannuated class. Many States gave meager contributions and some- 
times only after intensive investigations and restrictive regulations—that the 
recipient had to be almost destitute before payments began—and, ironically, 
some of the payments received were inadequate to sustain husband and wife 
in their normal mode of living. 

The first approach to this socialized program was instituted by the Federal 
Government, patterning after many countries of Continental Europe, who had 
already implemented successful plans for the superannuated on a national so- 
cialized program for regimentation of these forgotten people. 

Fundamentally, the organic purpose for creating OASI was as I outlined 
above. In the inception of the act, amendments were offered to expand and 
make liberal some of the incorporated features. To the end that today, once 
more, many States and political subdivisions are shirking their responsibilities 
to their public employees by not creating proper, modern, and liberalized pension 
funds and funded agencies to adequately take care of those employees maimed 
or injured in the line of duty. To use the legal phrase, they are throwing this 
responsibility back in the lap of the Federal Government. 

It has come to our attention that many national municipal groups have dis- 
cussed this economy move for the one primary objective of saving the cities and 
political subdivisions money and streamlining their respective budgets; letting 
the Federal Government carry the burden at the expense of the little fellow, 
who is caught in the middle of this economic potpourri. We inject at this point 
that the herein mentioned little fellow is our paid professional fire fighter. 

We note, with concern for our people the Senate amendment to Public Law 
880 of the 84th Congress, which was the Social Security Amendments of 1956, 
authorizing the States of Florida, North Carolina, Oregon, South Carolina, and 
South Dakota to make coverage available to policemen and firemen. 

We become more alarmed and concerned for our people that during the last 
session of this Congress additional States were extended this privilege, viz, 
Alabama, Georgia, Maryland, New York, Tennessee, and the Territory of 
Hawaii. Where will it end? The door is now open to every State for this 
utilization and for economy purposes ultimately under this scope of socialized 
pension plan. With prespection we view with disdainful regard that the na- 
tional municipal groups are nearing their objective “with complete disregard 
to our little fellow” in that of (1) placing the responsibility of a pension upon 
the Federal Government, (2) integration with OASI of local funded plans. 

We reiterate that this diabolical plan is for purposes of economy only and 
without complete understanding of our problems and done without fairness, 
propriety, righteousness, justness, etc. , 

Since the first advent of a paid fire department, established by Benjamin 
Franklin, of Philadelphia, it has been universally accepted by the taxpayers 
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that fire fighting is the most hazardous position in the world. When firemen 
enter into a building or a home to get to the seat of the fire, he encounters 
smoke, fumes, and gases which are generated. The average fire fighter takes 
more abuse to his body (lungs, heart, blood™stream, etc.) than the average lay- 
man does in 5 normal years. Yet many of our fire companies have runs to fires 
that are well over 1,000 a year. He submits his body to exposure and sub- 
zero weather (many times being wet to the skin), chemical, plastic, and 
atomic products are his latest accepted hazards akin to his position. He takes 
these chances in these modern chemical fires as part of his chosen profession. 
The dangers encountered do run high as to his getting injured or killed. Truly 
this is the most hazardous position in the world. Thus, provisions were made, 
accordingly, to this hazardous profession with liberal and humane benefits. You 
cannot begin to compare the benefits of OASI, which were made to comply with 
the needs of the average workman, as opposed to those of this hazardous posi- 
tion. Inequities become involved, and, with all fairness, we hope you august 
members of this committee note our position and see our side of the story; 
then deliberate justly. 

We again view with concern: for our people that: (1) Many States have no 
pension systems or plans whatsoever; (2) many States and political sub- 
divisions have inadequate systems and plans, paying low pension, not com- 
mensurate to modern everyday needs; (3) the long growth and trend (of 
economists) to have one centralized plan for all public employees. (Many with 
plans to integrate with OASI.) 

It is not our intention to hamper, hurt, or to digress from these cate- 
gories. On the contrary we wish—and it is our desire—to help them to correct 
imposed inequities. By the same token, in our endeavor to help one or more 
groups we cannot lose sight of the fact that the majority of our people still 
want to maintain their exclusion clause as a protective measure. We will coop- 
erate to any extent to reach a happy medium were all parties concerned will be 
satisfied. And this can be accomplished by negotiations with the sponsors of 
the various bills and then after listening to both sides and not acting in haste. 
We also note that at this point, from studies made after the infamous London 
blitz, the professional fire fighter became the first line of defense in time of 
war. In conclusion, we do hope that you will take all factors of the profes- 
sional fire fighter into consideration and acquiesce with their request. 

Thanking you for past favors and considerations. 

CHARLES J. LOESCHE, 
Vice President, Fourth District, 
International Association of Fire Fighters, AFL-CIO. 

The CuarrMan. Our next witness is Mr. Royce L. Givens, secre- 
tary-treasurer, National Conference of Police Associations. 

Mr. Givens, will you please identify yourself for the record by giv- 
ing us your name, address, and capacity in which you appear? 


STATEMENT OF ROYCE L. GIVENS, SECRETARY-TREASURER, 
NATIONAL CONFERENCE OF POLICE ASSOCIATIONS 


Mr. Givens. Mr. Chairman and gentlemen of the committee, my 
name is Royce L. Givens. I am secretary-treasurer of the National 
Conference of Police Associations, and I am a member of the local 
police department in Washington, D. C. 

The Cuarmman. You are recognized, Mr. Givens. 

Mr. Givens. Mr. Chairman and gentlemen, I represent approxi- 
mately 150,000 policemen in the United States. The reason policemen, 
represented by the National Conference of Police Associations, de- 
sire to remain outside of social security is simple. 

Social security, even with the liberalized provisions now contem- 
plated, has nothing to offer the policeman. Policemen were the first 
public employees to be granted pensions, dating back to 1857. 

Because of the hazards of our profession—the comparatively early 
age at which our members must be replaced by younger men—State 


ee 
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legislatures, local councils, and the Congress of the United States, in 
the case of my own department, have enacted separate and special 
retirement legislation for the police officer. 

I would like to emphasize that these retirement systems for police 
came into existence and have been improved and expanded more as a 
safeguard for the public than as a special privilege or reward for the 
policeman, msaed and earned though I believe it to be. 

Gentlemen of the committee, last year when H. R. 4770 was being 
considered on the floor of the House of Representatives, the late chair- 
man of this committee, Hon. Jere Cooper, stated—see page 12401, Con- 
gressional Record, Monday, August 5, 1957—in response to a question 
by the Honorable Byron G. Rogers of Colorado, and I quote: 

Mr. Rocers of Colorado. I understand that no hearings were had on this legis- 
lation by the committee. That is, no hearings were had as to the legislation 
now being considered. Is that correct? 

Mr. Cooper. No public hearings were held. It was not necessary. 

Mr. Rogers of Colorado. Does the gentleman feel that it is not necessary in 
view of the history in connection with the extension heretofore granted to firemen 
and policemen, as is indicated by the strong Senate committee report in 1950, 
which said that the people were overwhelmingly opposed: that is, the policemen 
and firemen were opposed to this legislation? 

Mr. Cooper. That is not the information we have received. 

Gentlemen, had the distinguished gentleman from Tennessee re- 
ferred to the bills under consideration in 1950 and later, there is no 
doubt about policemen being opposed to social security. I believe, Mr. 
Chairman, you will recall the opposition exhibited by policemen during 
1954 when H. R. 9366 was being considered by this committee. 

It is our understanding that H. R. 4770 was requested and supported 
by finance officers and other city officials of the local and State juris- 
dictions and not by the policemen, except policemen in New York 
State. In most instances the policemen were not consulted, and they 
knew nothing whatsoever about the move to remove the exclusion 
clause from the Social Security Act. 

There has been a lot of talk about the policeman who has no pension, 
not being able to get social-security coverage because of this clause. 

Mr. Alvin David, Assistant Director of the Bureau of Old-Age and 
Survivors Insurance, stated before our last board of directors meet- 
ing, held here in Washington, D. C., November 1957, that the present 
law does not prevent the policeman who has no retirement system from 
being covered by social security. All they have to do is for their gov- 
erning body to petition the governor of their State for such coverage 
and, if they qualify, they can be covered. 

Gentlemen, I thank you for the privilege of appearing here. And 
T respectfully ask permission to submit letters from the various mem- 
ber organizations of the National Conference of Police Associations 
as a part of my statement. 

The Cuatmman. Mr. Givens, how many letters are there? 

Mr. Givens. There are about three of them, sir. 

The Cuarrman. Without objection, they may be included in the 
record. 
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(The letters referred to follow :) 


NATIONAL CONFERENCE OF POLICE ASSOCIATIONS FirtH ANNUAL CONFERENCE 
HELD AT MARK HopkKINs HOTEL, SAN FRANCISCO, CALIF. 


The National Conference of Police Associations assembled in San Francisco 
in its 5th Annual Conference July 5 through 11, 1957, has studied the legis- 
lation now under consideration by the Congress of the United States which 
would remove the exclusionary provision for policemen and firemen contained 
in the Federal Social Security Act. 

The enactment of such legislation would in effect make possible the inte- 
gration of State, county and municipal police and fire retirement systems with 
the Federal old-age and survivors insurance program. 

After careful deliberation and discussion the National Conference of Police 
Associations has adopted the following resolution : 

Whereas the police service has a number of unique features which set it 
apart from other State, county, and municipal employment; and 

Whereas it is generally recognized by all competent public administration 
authorities that law enforcement, in order to achieve maximum effectiveness 
and to provide the best service to the public must be comprised of personnel, 
the majority of whom are in the lower age brackets; and 

Whereas for the great majority of police personnel the period of maximum 
active useful service seldom exceeds 20 to 25 years; and 

Whereas this principle has gained general recognition and acceptance and has 
resulted in lower ages for service retirement in law enforcement than for any 
other public employees; and 

Whereas the retirement provisions under Federal old-age and survivors in- 
surance is set at 65 years which is entirely inadequate for police personnel; and 

Whereas the addition of survivors protection provided by the Federal old-age 
and survivors insurance program, highly desirable though it is, nevertheless 
constitutes an additional cost to existing retirement systems; and 

Whereas the advantages of continuous coverage offered by the Federal pro- 
gram are minimal to the members of police services because of the low rate 
of turnover in personnel; and 

Whereas contributions paid into the Federal program are not returned upon 
termination of service; and 

Whereas the superimposition of Federal coverage with a higher retirement 
age than is feasible for police personnel presents many complex and difficult 
problems of integration; and 

Whereas maintaining the lower retirement age is a necessary incentive for 
the attraction and retention of capable personnel into the police service; and 

Whereas Federal legislation is presently under consideration which would 
permit the use of the “Divisional Method” under which a minority could de- 
termine the future benefits and retirement rights of the majority: Now, there- 
fore, be it 

Resolved, That the National Conference of Police Associations is opposed to 
any Federal legislation aimed at the elimination of the present exclusionary 
provision contained in section 218—-D of the Federal Social Security Act which 
would permit extension of coverage under the Federal Old Age and Survivors 
Insurance Act to policemen; and is particularly opposed to any legislation 
which would permit the application of the “Divisional Method” of elections for 
coverage under the Federal Old Age and Survivors Insurance Act as far as 
members of police services are concerned. 

Approved July 11, 1957. 


Fort WorTH POLICE OFFICERS ASSOCIATION, 
Fort Worth, Tex., March 27, 1957. 
Hon. Jim WRIGHT, 
Congress of the United States, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN WRIGHT: We were glad to receive your fine letter of March 
19, 1957, regarding social security coverage. We are now advised that Mr. Thorn- 
berry had introduced the bill which you were asked to introduce and it is known 
as H. R. 5842. 

We called a special meeting of the members of our association and voted unani- 
mously that we do not want social security due to the fact that we now have a 
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fine local retirement system and further, in our metropolitan cities of Texas, 
policemen and firemen can retire with 20 to 25 years’ service at ages ranging from 
50 to 65 years. The amount of retirement is based upon years of service in each 
department. 

We know that many of the smaller departments over the State, such as 
Weatherford, Denton, Hillsboro, and Cleburne, where the policemen and firemen 
are paying into the Texas municipal pension system where the age limit is 65 
years and their pensions are small, need further assistance such as social security. 

We voted unanimously to ask you and the other Congressmen from Texas to see 
to it that the policemen and firemen are given two safeguards if Texas is added to 
the list of States where firemen and policemen draw social security. 

First, make sure that our local or State retirement cannot be destroyed in favor 
of social security and that social security to be separate and apart from local or 
State systems. The discussion in this State seems to be that of integrating social 
security with our present retirement plan and cutting down the amount of retire- 
ment we have under our local and State set up. Furthermore if it is integrated, 
it being a national law, we feel that it would affect our early retirement that we 
have had for years in our metropolitan areas of Texas. We are advised that in 
cities in other States where they draw retirement and social security there is a 
tendency to let the local retirement system die on the vine. Mr. Wright, coming 
from the greatest watermelon-growing center in the country you know what hap- 
pens to a melon that dies on the vine. It shrinks and dies instead of growing 
larger and getting ripe. 

Second, give to members of each individual fire or police department the op- 
portunity of approving or rejecting social security by a two-thirds majority vote. 
This would have a tendency to offset any influence the city authorities might have 
on the voting by the members of the police and fire department on this question. 
We are sure that the smaller cities who want social security will accept it by 
unanimous vote anyway. 

We know that you and all the other fine Congressmen from Texas will see to it 
that if social security is made available to firemen and policemen in Texas 
it will come as an added benefit instead of something that will detract from our 
benefits in the future. 

Please let us have your ideas and views on the above subject together with 
the names of the Congressmen from Texas in order that we might communicate 
with them if you think it advisable. We thank you for the great interest you 
have shown in writing us about this issue and asking us for our views on this 
subject. 

Sincerely, 


A. C. Howerton, President. 


MASSACHUSETTS POLICE ASSOCIATION, 
AND MASSACHUSETTS POLICE MUTUAL AID ASSOCIATION, 
March 28, 1957. 
Royce L. GIvens, 
Secretary, National Conference of Police Associations, 
Washington, D. C. 


Dear Sir: With reference to your Bulletin No. 8 on social security the Massa- 
chusetts Police Association is opposed to any inclusion of policemen and firemen 
under the Social Security Act. We feel that the Social Security Act is not 
designed for policemen or firemen, as it covers groups whose occupations are 
of a different nature than ours. We further feel that it does not cover the 
basic need for persons in our business especially where injuries and disability 
occur and financial aid is necessary. f 

Very truly yours, 


WILLIAM F. BLakg, Secretary. 


POLICEMEN’S BENEVOLENT AND PROTECTIVE ASSOCIATION OF ILLINOIS, 


June 2, 1958. 
Hon. WILBUR MILLs, 


Chairman of Committee on Ways and Means, 
House of Representatives, Washington, D.C. 
Desk REPRESENTATIVE MILLS: We would appreciate if you would permit Mr. 
Royce L. Givens, Falls Church, Va., the opportunity to present our case before 
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your committee at time of hearing on social security. Mr. Givens will be speaking 
in opposition to the proposed resolution. 

We police officers out in State of Illinois are very definitely opposed to this 
resolution and Mr. Givens will appear in our behalf. We would appreciate your 
recognition of him in this important matter before House Ways and Means Com- 
mittee. 

Yours truly, 


JOSEPH H. Hoean, President. 


MINNESOTA POLICE AND PEACE OFFICERS ASSOCIATION, 


Minneapolis, June 5, 1958. 
Hon. WiLzgvr D. Mrs, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Sie: It is our understanding that your committee will conduct limited 
hearings on social security matters on the dates June 16 to 27 inclusive. 

May we enter into the record the request that your committee will approve no 
legislation which will jeopardize the established police and fire retirement sys- 
tems. 

We should especially like to ask that any proposed legislation which would 
alter, or otherwise affect, section 218 (d) be held over until such time as those 
affected would have an opportunity to be heard. 

Mr. Royce Givens, secretary of the National Police Conference will represent 
us at your scheduled hearings. Any courtesies extended him will be appreciated 
by the members of this association. 

Respectfully yours, 
WituiAM H. Joyce, President. 


Derroit PoLice OrFIcers ASSOCIATION, INC., 
Detroit, Mich., June 6, 1958. 
Hon. Wiiseur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Sire: The Detroit Police Officers Association which represents more than 
3,800 patrolmen, policewomen, and detectives of the Detroit Police Department, 
after extensive study of the pros and cons regarding social security for police 
officers, are definitely of the opinion that the present law regarding social se- 
curity is ample. As a result of this study, we feel that there should be no changes 
in the existing law as now written. 

Respectfully yours, 
Don Livernots, Secretary-Treasurer. 


NATIONAL CONFERENCE OF POLICE ASSOCIATIONS, 
June 9, 1958. 
Re Bulletin No. 11. 
Royce L. GIVENS, 
1609 Kenney Drive, 
Falls Church, Va. 

DeaR Royce: Regarding Bulletin No. 11 (social security), I have no new 
information to offer at this time. My opposition is based on several material 
facts. First, I am opposed to having my retirement system administered from 
Washington, D. C. Second, I feel that social security is a threat to all existing 
local and State retirement systems. Third, I feel that the coverage under social 
security is not sufficient for people engaged in law enforcement. Age 65 is, I 
believe, too old for men actively engaged in our type of work. The survivors’ 
benefits, while they are adequate for some people, are not adequate for us. These 
are some of my reasons for opposing the extension of social security. 

Yours truly, 
Trp DoLAN. 
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LAS VEGAS POLICE PROTECTIVE ASSOCIATION, 


Las Vegas, Nev., April 1, 1957. 
Mr. Royce L. GIVENs, 


Secretary-Treasurer, National Conference of Police Associations, 
Washington, D.C. 

Dear Sir: In regards to your Bulletin No. 8 of the 1957 series, last year when 
this matter was broached to us by a bulletin and a letter from your office and at 
your suggestion the Members of the Congress from this State were contacted by 
letter from this association, and it was definitely decided that to place this State 
and especially the cities in it that have a civil-service and a State pension plan 
would defeat all the efforts that had been put forth by the associations to make 
it worthwhile to be in police work, knowing that after a certain period of years 
and a retirement age the fact that trying to place them under social security was 
definitely not wanted. This definite decision of not wanting social security was 
passed at a general meeting of this association. You may use this as testimony 
and influence in having the Members of the Congress representing this State 
suppress any legislation to place police departments under the social security. 
I am speaking for this association. 

Very truly yours, 
Don BREMNER, 
Secretary, LVPPA. 


Mr. Givens. One I have here, sir, is a resolution of two pages which 
was passed at our last national conference. 

The CHatrman. I was merely inquiring as to the volume of the 
matter. Thank you. 

Mr. Givens. Thank you, gentlemen. 


The Cuatrman. Are there any questions ? 
Mr. Reed. 


Mr. Rexp. I just want to compliment you, sir, on your statement. 
It is very clear and very useful. 


Mr. Givens. Thank you, Mr. Reed. 

The CuHatrman. Mr. Mason will inquire. 

Mr. Mason. I just want to make the same statement in connection 
with the policemen and their attitude as I made in connection with 
the firemen and their attitude. I compliment you on that position. 

Mr. Givens. Thank you, Mr. Mason. The policemen and the fire- 
men are your first line of defense on the home front. 


The Cuarrman. Mr. Givens, you had attached to your statement 
the membership of the National Conference of Police Associations. 
Would you like that to be in the record also ? 

Mr. Givens. Yes, sir. 

The Cuatrrman. Without objection, that material will be included 
in the record. 


(The material referred to follows :) 


The following member associations of the National Conference of Police Asso- 
ciations are opposed to social security for policemen : 
California Association of Highway Patrolmen. 

Los Angeles County Peace Officers’ Protective Association. 
Los Angeles Fire & Police Protective League. 

Peace Officers’ Research Association of California. 

San Diego Police Relief Association. 

San Francisco Police Officers’ Association. 

Welfare Association of Oakland Police Department. 
Delaware Association of Police. 

Policemen’s Association, District of Columbia. 

United States National Zoological Park Police Association. 
Chicago Patrolmen’s Association. 

Policemen’s Benevolent & Protective Association of Illinois. 
Policemen’s Benevolent & Protective Association of Peoria, Ill. 
Iowa State Policemen’s Association. 
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New Orleans Pension Board. 

Massachusetts Police Association. 

Detroit Police Officers’ Association. 

Detroit Police Lieutenants & Sergeants Association. 
Minneapolis Police Officers’ Federation. 
Minneapolis Police Relief Association. 

Duluth Police Pension Association. 

St. Paul Police Relief Association. 

Las Vegas Police Protective Association. 

Reno Police Protective Association. 

New Jersey State Patrolmen’s Benevolent Association. 
Canal Zone Police Association. 

Fort Worth Police Officers’ Association. 

Houston Police Officers’ Association. 

San Antonio Police Officers’ Association. 

Texas Municipal Police Association. 

Fairfax County (Va.) Police Association. 
Milwaukee Police Officers’ Protective Association. 
Police Retirement System of St. Louis, Mo. 
Policemen’s Benevolent & Protective Association Local No. 3, Rock Island, IIL 
Iowa State Police Association Local No. 2, Davenport, lowa. 


The Cuarrmman. Are there any further questions ? 

Mr. Givens, we thank you, sir, for bringing to us the views of the 
National Conference of Police Associations. Thank you very much. 

Mr. Givens. Thank you, Mr. Mills. 

(The following statement was received by the committee :) 


STATEMENT OF CARL C. BARE, CHAIRMAN OF THE NATIONAL LEGISLATIVE COMMITTEE 
OF THE FRATERNAL ORDER OF POLICE AND PRESIDENT OF THE NATIONAL CONFERENCE 
ON PuBLIC EMPLOYEES RETIREMENT SYSTEMS 


Mr. Chairman and members of the committee, my name is Carl C. Bare. I am 
a deputy inspector of police in the city of Cleveland, Ohio, chairman of the Na- 
tional Legislative Committee of the Fraternal Order of Police, and president 
of the National Conference on Public Employees Retirement Systems. The Fra- 
ternal Order of Police represents policemen from all over the United States and 
the National Conference repersents approximately 2 million public employees 
in all categories. The opinions expressed here are those of both these organiza- 
tions. 

I have appeared before you on previous occasions and discussed legislation 
which would have permitted the inclusion of all policemen in social security. 
We have constantly opposed such legislation. I have pointed out many reasons 
why social security cannot properly take care of the retirement needs of police 
departments. Chief among these is the need for a retirement age much less than 
65 years, and the need for retirement income higher than that provided by social 
security. Police retirement systems can also be more efficiently managed locally 
where the retirement needs of the particular police department can be taken care 
of. Since the committee has concurred in these opinions in the past I do not feel 
that it is necessary to burden you with more detail. 

It is obvious that if social security is to be of any value in providing for the 
retirement needs of a local police department it must be supplemented in one way 
or another by a local retirement system which will provide additional benefits. 
In most States local retirement systems have been in existence for a great num- 
ber of years. Policemen were pioneers in this field, having started retirement 
programs as far back as 1857. Through long years of experience with the needs 
and problems they have been able to establish systems which, in most cases, pro- 
vide for all the needs. These systems should not be disturbed to include social 
security coverage unless it is felt by these people, who are experienced and famil- 
iar with all the needs and problems and the specific provisions of the local sys- 
tems, that they can be coordinated with social security so that equal or increased 
benefits may be received at no greater cost. 

In some States policemen have felt that due to certain weaknesses in their 
local retirement systems, social security would be beneficial to them. They have 
asked Congress to exclude these specific States from the sections of the law that 
exclude policemen generally. Congress has complied with these requests and 
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approved legislation to permit the extension of social security to policemen in 
these specific States without eliminating or changing the general exclusion. We 
urge you to continue this policy. 

At the present time there are no States where the majority or any large mi- 
nority of policemen want the Federal exclusion changed. Present suggestions 
for changes are apparently coming from persons who are not intimately asso- 
ciated with local retirement systems. We do not feel that they are fully familiar 
with all the problems involved. Certainly the policemen who are members of 
these local systems, who have helped establish and maintain them over a long 
period of time, should know best what is needed and their advice and suggestions 
followed. 

Since there is no request for changes in the present law from the members and 
administrators of these local retirement systems we respectfully urge you to 
make no changes in the provisions excluding policemen who are members of a 
local retirement system from social security coverage. 

We sincerely thank you for the opportunity to express our opinions in this 
matter. 

The CuHatmrMan. Our next witnesses represent the Interstate Con- 
ference of Employment Security Agencies, Mr. Norwood and Mr. 
Huff. Mr. Kendall is not with you? 

Mr. Norwoop. No, sir. 

The Cuairman. Will you gentlemen identify yourselves by giving 
us your names, addresses, and the capacities in which you appear. 


STATEMENTS OF WILLIAM U. NORWOOD, JR., PRESIDENT, INTER- 
STATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES ; AND 
T. MARX HUFF, EXECUTIVE DIRECTOR, EMPLOYMENT SECURITY 
COMMISSION OF MISSISSIPPI 


Mr. Norwoop. I am William U. Norwood, Jr., president of the 
Interstate Conference of Employment Security Agencies, Talla- 
hassee, Fla. I am accompanied by Mr. T. Marx Huff, who is the 
chairman of the legislative committee of the conference, and execu- 
tive director of the Mississippi Employment Security Commission, 
Jackson, Miss. 

The Cuatrman. Mr. Norwood, you have been allotted 30 minutes. 
Is it your desire to take that time to make the statement ? 

Mr. Norwoop. Mr. Chairman, I feel sure that we can handle it 
within that time. We will make it as brief as we can. 

The CHARMAN. You are recognized. 

Mr. Norwoop. Mr. Chairman and members of the committee, my 
name is William U. Norwood, Jr. I am director of the Florida State 
Employment Service of the Florida Industrial Commission, and am 
president of the Interstate Conference of Employment Security 
Agencies. My appearance here is in my capacity as president of the 
interstate conference. 

The employment security program is, as this committee well knows, 
a Federal-State program. Any action of the Congress affecting the 
program inevitably affects the States. For this reason, we believe 
that we have a particular interest in proposed Federal employment 
security legislation and an obligation to present the views of the 
States on such proposals. 

Representatives of the interstate conference have appeared before 
this committee for many years. Their point of view has always been 
-arefully considered. We appreciate the courtesy with which you 
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have listened to our spokesmen in the past and we appreciate very 
much having the opportunity of appearing today. 

Two of us wish to represent the conference in this appearance today 
on behalf of State employment security agencies. We had hoped that 
a third representative, Col. Henry E. Kendall, chairman of the 
Employment Security Commission of North Carolina, would be 
present to give the conference position on H. R. 8214 and H. R. 8215, 
companion bills which would provide Federal court review of the 
Secretary of Labor’s conformity and compliance decisions. Com- 
pelling circumstances prevent Colonel Kendall from being here, and 
I will present the statement that he would have made. 

I will also present the conference position on certain other pro- 
posals. Mr. T. Marx Huff, executive director of the Employment 
Security Commission of Mississippi and chairman of the conference 
legislative committee, will present the results of a poll on the question 
of benefit standards coverage of one or more, and extension of the 
unemployment insurance provisions of the Social Security and Fed- 
eral Unemployment Tax Acts to Puerto Rico. 

The Interstate Conference of E mployment Security Agencies is, as 
the committee undoubtedly knows, a voluntary organization composed 
of the agencies of each State, the District of Columbia, Alaska, Ha- 
waii, and Puerto Rico, charged with the administration of an employ- 
ment security program. Our rules, as set forth in our constitution 
and bylaws, require that, before we can voice a conference position, it 
must truly reflect the majority view of the member State agencies. 

The conference supports legislation which would exempt unemploy- 
ment benefits from Federal tax levies. Such levies are contrary to 
State unemployment compensation laws and, we believe, to the pur- 
poses of unemployment compensation. 

Each State unemployment compensation law provides that rights to 
unemployment compensation benefits shall be exempt from levy, exe- 
cution, attachment, or any other remedy for the collection of debt. 
These provisions are expressions of State policy. The parallel policy 
of the Congress is expressed in section 3304 (a) (4) of the Internal 
Revenue Code, which prohibits withdrawals from the unemployment 
fund of any State except for the Dal aald of unemployment compen- 
sation and refunds of taxes. For more than 20 years this provision 
has been interpreted to require the exemption from levy which all 
State laws contain. 

Prior to 1954 the Internal Revenue Code was interpreted to ex- 
empt unemployment compensation benefits from Federal levy. How- 
ever, pertinent sections of the Internal Revenue Code of 1954—sec- 
tions 6331, 6332, and 6334 (a)—have been interpreted to authorize 
such levies. 

In a survey made last year, 27 States reported that levies had been 
made on unemployment compensation payments in their States. We 
have negotiated with the Internal Revenue Service in an effort to ob- 
tain a different interpretation of the Internal Revenue Code. These 
negotiations were friendly and did result in clarification of policy, but 
the Internal Revenue Service does not feel that it can alter its basic 
posit ion. 

Congressional policy with respect to levies on railroad unemploy- 
ment insurance benefits is, we believe, relevant on this issue. When 
the railroad unemployment insurance law was originally enacted, the 
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benefits were specifically exempt from Federal levy. The 1954 In- 
ternal Revenue Code, however, brought them within the scope of such 
levies. The Congress amended the Railroad Unemployment Insur- 
ance Act in 1955 to exempt them again, Public Law 383, 84th Congress. 

The report of the Senate Committee on Labor and Public Wel- 
fare stated that it had been congressional poner from the beginning to 
exempt railroad unemployment insurance benefits from— 


any tax, attachment, encroachment, or other legal process under any circum- 
stances whatever, and against the anticipation of such benefits. 


The report said that the bill reinstated this exemption which it 
thought was— 


eliminated possibly through inadvertence in recent amendments to the Internal 
Revenue Code. 


We believe also that these levies are inconsistent with the purposes 
of unemployment compensation. While there is no needs test in con- 
nection with the payment of unemployment benefits, the program 
rests on the premise that unemployed persons need these benefits to 
meet the essentials of existence. To levy for delinquent taxes against 
these benefits is, therefore, inconsistent with the basic objectives of the 
unemployment insurance program. 

On the basis of conflicts between these levies and State law, con- 
flicts within the Internal Revenue Code itself, and inconsistency with 
the policy established by the Congress in connection with other pro- 
grams and with the objectives of unemployment compensation, we 
strongly recommend that unemployment benefits be specifically ex- 
empt from Federal levy. 

Resolutions dealing with this subject were adopted at both our 
1956 and 1957 annual meetings. Whuile they are incorporated in my 
prepared statement, I would like to skip them, Mr. Chairman, with 
your permission, and have them incorporated in the record. 

* The Cuarmman. Without objection, they will be included in the 
record at this point. 

(The material referred to follows :) 


RESOLUTION IV. LEVIES ON UNEMPLOYMENT COMPENSATION PAYMENTS 


Whereas the Internal Revenue Service has interpreted the Internal Revenue 
Code of 1954 to permit levies, at the source, on unemployment compensation 
payments to satisfy delinquent Federal income tax claims ; and 

Whereas many State employment security agencies have received such levies; 
and 

Whereas such levies are contrary to the provisions of State unemployment 
compensation laws and to the purposes of unemployment compensation; and 

Whereas negotiation, although friendly, has failed to produce a satisfactory 
resolution of this issue; and 

Whereas efforts to obtain Federal sponsorship of remedial legislation have 
apparently failed : Now, therefore, be it 

Resolved, That the Interstate Conference of Employment Security Agencies 
directs its incoming officers to take all appropriate steps to obtain, by con- 
gressional action, an exemption of unemployment compensation payments from 
Federal levy. 

Adopted at 20th annual meeting held October 8—11,1956. 


RESOLUTION II. Levies ON UNEMPLOYMENT COMPENSATION PAYMENTS 


The Interstate Conference of Employment Security Agencies hereby directs 
its incoming officers to take all appropriate steps to obtain, by congressional 
action, an exemption of unemployment compensation payments from Federal 
levy. 








414 SOCIAL-SECURITY LEGISLATION 


Adopted at 21st annual meeting held September 9-12, 1957. 


Mr. Norwoop. To turn to another matter, we are pleased to learn 
that this committee has favorably reported H. R. 11630, a bill to 
extend the unemployment insurance system to ex-servicemen by 
amendment to title XV of the Social Security Act. Our conference 
supports such an extension, as evidence by resolution V, adopted at 
our 1956 annual meeting, which is a short resolution stating merely : 

Resolved, That the Interstate Conference of Employment Security Agencies 
favors in principle a permanent unemployment compensation program for ex- 
Servicemen. 

Our executive committee has indicated that it favors a program 
of the type provided by H. R. 11630 which would pay ex-servicemen 
benefits under the State law in a manner similar to those paid former 
Federal employees. 

We appreciate the action taken by this committee on this legisla- 
tion, and we hope that it will receive early and favorable consider- 
ation by the entire Congress. 

Finality provision in the unemployment insurance for Federal em- 
ployee’s program: Although there is no bill presently before you. I 
would like to call the committee’s attention to what we consider a basic 
defect in title XV of the Social Security Act, the title which estab- 
lished the program of unemployment compensation for Federal em- 
ployees. Section 1507 (a) of that title provides, among other things, 
that the findings of a Federal agency with respect to the reasons for 
terminating the service of a Federal employee shall be final and 
conclusive. 

This provision forces State employment security agencies to accept 
the reasons given by a Federal agency for a former Federal em- 
ployee’s separation from work as the basis for its determination of 
the employee’s entitlement to benefits. Since the findings are final 
and conclusive the former Federal employee has no right of appeal 
on an adverse benefit decision. All other claimants covered by the 
State systems, of course, have the basic right to appeal an adverse 
decision and the opportunity of a fair hearing. We recognize that, 
for security considerations, reasons for some separations from the 
Federal service cannot be disclosed. We believe, however, that, ex- 
cept for security cases, all former Federal employees should be accord- 
ed the basic right of appeal and the opportunity of a fair hearing. 

I would like to read, at this point, one of the resolutions adopted 
by our national executive committee dealing with this issue, and have 
the other included in the record. 

The Cuarrman. Without objection, the other will be included in 
the record. 

(The material referred to follows :) 

During the discussion of these finality provisions of the law, the executive 
committee agreed that the provisions made a farce out of the “fair hearing.” 
Accordingly, it was moved, seconded, and passed that the executive committee 
go on record as favoring an elimination of the finality of Federal agency find- 
ings of fact as to all cases other than security cases. 

Adopted at November 30 to December 2, 1954, meeting of the executive com- 
mittee. 


Mr. Norwoop (reading) : 


Whereas section 1507 (a) of title XV of the Social Security Act, the so-called 
finality clause, has compelled the State agenices, in making their determinations 
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of benefit entitlement for Federal unemployed workers, to accept as final and 
conclusive statements from the Federal employer which are determinative of 
the employee’s benefit rights, and has precluded the agencies from considering 
the employee’s evidence and contentions, even in instances in which the employee 
received no fair hearing in the Federal agency ; and 

Whereas this provision, therefore, is inconsistent with all concepts of a fair 
hearing, is inconsistent with the fair-hearing provisions of the State employment 
security laws and the Federal Social Security Act, deprives the claimant of due 
process, has created grave public relations problems with employees and em- 
ployers, and has produced serious administrative difficulties: Now, therefore, 

it 
ides That the United States Department of Labor is hereby requested 
to seek amendment of title XV of the Social Security Act to limit section 1507 
(a) to cases involving national security. 

Incidentally, this was adopted on December 1, 1955. The executive 
committee has restated its position every year since its original action. 
We have asked the Department of Labor to seek an amendment of sec- 
tion 1507 (a), but thus far such an amendment has not been a part of 
the Department’s legislative program. 

I would like now to discuss a subject with the States generally 
believe is essential to a properly balanced State-Federal employment 
security program. 

As I indicated earlier, we had hoped that Col. Henry Kendall of 
our North Carolina member agency, and former conference president, 
could be here today to present our position on this subject. We 
regret that circumstances beyond his control kept him away. 

The Secretary of Labor is empowered by Federal statute to make 
administrative findings and render administrative decisions as to 
whether a State employment security law or the administration of 
such a State law conforms with Federal requirements. If the Secre- 
tary should find that a State law or its administration does not con- 
form or comply with Federal requirements, the unemployment tax- 
payers of a State would have their tax offset credit against the Fed- 
eral unemployment tax withdrawn, or the State employment security 
agency would have its administrative funds shut off or both, depend- 
ing on the issue involved. 

Such an adverse finding with respect to a State’s conformity and 
compliance with Federal requirements could cost thousands of State 
unemployment taxpayers millions of additional tax dollars and could 
disrupt the administration of a State’s unemployment compensation 
and employment service programs, to the detriment of the State’s 
workers and employers. 

Under the present Federal law, the Secretary’s administrative 
findings and decisions are final and conclusive. They are not subject 
to review by the Federal courts; the State has no appeal if the finding 
is adverse. 

For a number of years the interstate conference has believed that 
such power in the hands of a Federal administrative official, which 
can affect virtually the entire citizenry of a State, should properly 
be subject to review by the Federal courts. I want to assure the 
committee that our position is not directed at any individual. It is 
based on what seems to us an elementary principle—that the actions 
of any public administrator should be subject to review by an appro- 
priate court. 
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At our 1955 annual meeting the Secretary of Labor stated his 
position on this issue in the following words: 

There is one other area that has been of recent concern to me, and that is 
this problem of conformity. Many people, including some in this room, were 
quite disturbed when we felt it necessary to hold a hearing on the California 
conformity issue. It was really the first time in my 2 years’ experience where 
I was confronted with the real seriousness of this conformity problem. And 
I felt that under this statute under which we operate and which we must 
administer, it called for a hearing, but the calling of a hearing would not 
indicate a prejudging of the case. I felt that if I were presented with the 
problem of judgment in such a weighty issue, that either I or anyone else in 
my job was only one individual without the wisdom of Solomon, and that for 
the protection of the program, the protection of the public, whatever decision 
was made by the Secretary of Labor should be reviewed by the Federal courts, 
and I so stated. We propose when Congress convenes in January to submit such 
legislation, and I would welcome—in fact I request the cooperation and the 
assistance and the partnership of your legislative committee in the development 
of such legislation (proceedings of the 19th annual meeting of the Interstate 
Conference of Employment Security Agencies, p. 3-4). 

Subsequently a committee from the interstate conference, repre- 
senting the States, met a number of times with the Secretary or his 
representatives to see if an agreed-upon judicial review bill could 
be arrived at. Such agreement could not be reached, and when the 
States realized this they sought legislation embodying their views. 

Two identical bills are now before this committee which would 
provide judicial review of administrative findings of the Secretary of 
Labor under title III of the Social Security Act, as amended, and 
chapter 23, Federal Unemployment Tax Act, of the Internal Revenue 
Code of 1954, as amended. The two bills are H. R. 8214, introduced 
by your committee chairman, and H. R. 8215, introduced by Con- 
gressman Daniel A. Reed, both on June 18, 1957. H. R. 8214 and 
H. R. 8215 have the support of the majority of the member agencies 
of the interstate conference. I shall briefly state our position on 
them. 

The States want review by the United States court of appeals for 
the circuit wherein the State lies, or by the Court of Appeals for the 
District of Columbia, at the option of the appealing State. 

The States want an independent judicial review on the merits 
and on the entire record, including any State court record. The 
States feel that the appeal would involve two sovereignties, a sover- 
eign State and the Federal Government, as opposed to the usual pri- 
vate party and Federal agency situation normally involved under 
the Administrative Procedure Act. 

For example, the issue may involve a decision of the State’s highest 
court, on the one hand, and an administrative decision by a Federal 
Cabinet officer, on the other hand, with both decisions based on 
identical statutory language. The penalties or sanctions resulting 
from an adverse finding of the Secretary may be extremely severe, 
with possible grave effects upon thousands of claimants for unem- 
ployment insurance and upon thousands of unemployment taxpayers 
in the State. 

The States want the filing of a petition for judicial review to act 
as an automatic stay against the effect of the Secretary’s adverse 
finding. We want the filing of such petition to preserve the status 
quo until a reasonable time after a final adverse court decision so that 





SOCIAL-SECURITY LEGISLATION 417 


the State can take any corrective action which the Secretary’s finding 
demands. 

Some may contend that this legislation is not needed because most 
cases are settled through negotiation and few cases ever reach a point 
which requires a hearing and decision by the Secretary. I should 
like to observe, however, that, in the absence of the right of appeal, 
a State in the final analysis must accept informal] decisions reached 
through negotiation. Realistically, no State, however right it con- 
siders its position, can take the chance of subjecting its employers 
to double taxation or of disrupting its employment security program. 

The Interstate Conference of Employment Security Agencies be- 
lieves this legislation is urgently esacied, We feel that it would make 
the State-Federal partnership in this area a true and more balanced 
one. We urge your most careful consideration and support of H. R. 
8214 and H. R. 8215. 

The Chairman. Mr. Norwood, we thank you, sir, for bringing to 
us the views of the Interstate Conference of Employment Security 
Agencies. Let me ask you a question, if I may. 

Does the Administrative Procedure Act apply in this instance of 
unemployment matters ? 

Mr. Norwoop. Mr. Chairman, it is our belief that no one really 
knows whether the Administrative Procedure Act actually applies in 
this circumstance or not. We think that this is a curious relation- 
ship in that we are dealing with sovereign parties, and we feel that 
specific legislation covering this point is badly needed. 

The Cuarrman. I am not certain myself whether the Administra- 
tive Procedure Act does apply. Are these matters of the nature of 
those that are included in hs. Administrative Procedure Act? Are 
these decisions of such nature that you could classify them as arbi- 
trary and capricious, or do they involve more than that? 

Mr. Norwoop. It is our belief that the parties are different than 
would normally be the situation under the Administrative Procedure 
Act where you would have a private party as adverse to a Federal 
agency, whereas in this case, as we previously stated, they are the 
SOV ereignties of the State and the Federal Government, and we feel 
that it is certainly not clear that this does cover matters which would 
be covered. 3 

The CHatrrman. What I am trying to get at is are these decisions 
by the Department of Labor which bring about these disputes with 
the States in the area of capriciousness and arbitrariness, or do they 
constitute more basic matters. 

Mr. Norwoop. Mr. Huff. 

Mr. Horr. Mr. Chairman, the usual objections are involved. There 
are also disagreements between the Secretary of Labor and State 
agencies as to interpretations of law and court decisions which cer- 
ts ninly should be resolved by judicial review rather than by an execu- 
tive department of the Federal Government. 

The Cuatrman. Mr. Huff, give me an example of a situation that 
has developed which, in the opinion of the interstate conference, 
justifies legislation in this area. 

Mr. Horr. In a case in California the State court ruled in support 
of action taken by the State agency. Later the Secretary of Labor 
found it necessary, nevertheless, to hold a hearing on the question of 
whether the State was out of conformity. 








418 SOCIAL-SECURITY LEGISLATION 


The Cuamman. What was the issue involved? Do you recall? 

Mr. Norwoop. It was a question, as I recall, on a matter of benefit 
determinations concerning the definition of “new work” following a 
labor dispute, as I recall. 

The Cuarmman. And the State agency held one way and the Depart- 
ment of Labor felt that that decision supported by the State court 
was not in conformity ? 

Mr. Norwoop. The State was upheld by the court, and this was 
questioned on a matter of conformity as being an interpretation 
which, in effect, changed the State law. And the matter was finally 
resolved in this case. But it did, we think, rather graphically demon- 
strate the fact that you do have the ability of an interpretation by 
the State courts to be determined to have altered a State law. 

The Cuatrmay. Is not the primary question always interpretation 
not only of the State law but interpretation of the Federal law as 
well? 

Mr. Norwoop. Yes, sir, it is. Both are involved, and the Secretary 
is exercising authority granted him under the Federal statute. 

The CuarrMan. In this California case there was some provision 
of State law which the Secretary of Labor felt was not in conformity 
with the Federal law? Is that the point? 

Mr. Norwoop. Yes, sir. 

The CHarrman. Have you had any other cases arising which have 
led the conference to believe that something should be done in this 
area ? 

Mr. Norwoop. We would like the privilege of including something 
further in the record. 

The Cuarman. I would like in the record as much information as 
it can give us on the point of the cases that have arisen which have 

ed you to believe that some action is needed with respect to judicial 
review. 

Mr. Norwoop. We do feel that the lack of review, as we have indi- 
cated, does make a negotiation of difficulties sometimes a rather one- 
sided affair, and it means that the States in a good many instances 
have to compromise a position which they might seriously feel is 
correct in order to protect the taxpayers of that State. 

The CHarrman. The statement was made by a previous witness 
that, to his knowledge, he knew of no situations that had arisen that 
justified the enactment of the bills that you have referred to and 
which your group supports. Perhaps you could supply for the record 
a few instances that have arisen. 

Mr. Norwoop. This was Mr. Cruikshank. I was not in the room 
at the time he delivered his statement. He was kind enough to hand 
me a copy in the hall as we came in. 

The Cuarrman. I think I properly interpret his remarks. If I did 
not, I apologize to him. But if you will put them in the record at 
this point, without objection, we will include these instances that have 
arisen that have led the conference to believe that some action is 
needed in this field. And if you have any legal interpretation of 
whether or not the Administrative Procedure Act applies, I would 
like to have that information also in the record at this point, without 
objection. 

Mr. Norwoop. All right, Mr. Chairman. 
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(The material referred to above follows :) 


ATTACHMENT A 


INTERSTATE CONFERENCE OF EMPLOYMENT SEcuRITY AGENCIES—STATEMENT IN 
Support oF H. R. 8214 (CoNGRESSMAN WILBUR MILLS, ARKANSAS) AND H. R. 
8215 (CONGRESSMAN DANIEL A. REED, NEW YORK) 


During the hearing before the Committee on Ways and Means on Friday, 
June 20, 1958, two questions were raised concerning the above bills: 

1. Is there a need for the proposed legislation insofar as the volume of cases 
is concerned. 

2. Does the Federal Administrative Procedure Act provide for judicial review 
of the findings of the Secretary of Labor on conformity and compliance issues. 

This statement is intended to supply information on these two questions. 


SUMMARY OF CONFERENCE POSITION 
1. Need 


The need for this legislation, insofar as the volume of cases is concerned, 
cannot be predicated upon the number of cases which have gone to formal hearing. 
Although few of the cases have gone to hearing, the Secretary of Labor has 
raised hundreds of conformity and compliance issues with the various States. 


2. Federal Administrative Procedure Act 


The Federal Administrative Procedure Act does not provide judicial review to 
the States from adverse findings of the Secretary of Labor on conformity and 
compliance issues. 

ANALYSIS 
1. Need 

During the hearing before the committee, it was alleged that only a few cases 
had gone to formal hearing and, therefore, there is no need for the pending leg- 
islation. At the outset, we readily admit that only a few cases have gone to 
formal hearing. However, we respectfully submit that this does not mean that 
there is no need for this legislation. In hundreds of cases the Secretary of 
Labor has raised conformity and compliance questions with the various States 
with respect to the administration of their unemployment compensation laws. 
Few of these have gone to hearing because the States have not been in any posi- 
tion to vigorously assert their views. The lack of judicial review has made it 
necessary for the States to capitulate. There are those who argue that these 
issues have been amicably settled by negotiation. We submit, however, that the 
term “negotiation” cannot be applied except where two parties are of nearly equal 
strength. Where one of the parties (the State) cannot press his contentions to 
an ultimate conclusion (has no right to judicial review) he is in an inferior 
position and cannot be regarded as an equal party to a negotiation. 

In order to apprise the committee of some of the issues which have been raised 
by the Department of Labor with the various States, we submit the following 
summary showing the nature of the issue, the name of the State, and the dis- 
position of the matter: 

California.—The dispute (1949) involved an interpretation of the State’s law 
whereunder benefits were denied to certain workers during a labor dispute. The 
Secretary of Labor gave notice of formal hearing which was held in Washington, 
D. C., during the month of December. No formal findings were made by the 
Secretary of Labor as a result of the hearing due to the pendency of admin- 
istrative hearings before the California Unemployment Insurance Appeals Board 
involving other workers but presenting similar issues. It was agreed that these 
eases should be determined by the board in order to obtain a final authoritative 
interpretation of California law. The board subsequently issued its decision in 
the Barber & Crouse cases holding that the claimants were subject to the trade 
dispute disqualification under State law and benefits were denied. The claimants 
obtained judicial review in the State courts, which affirmed the board’s decision, 
Barber & Crouse v. California Stabilization Commission (130 C. A. 2d 7, 278 P. 
2d 762). The California Supreme Court denied a hearing and the decision of the 
district court of appeal became final and effective on February 28, 1955. The Sec- 
retary of Labor again gave notice to the California agency that by reason of this 
final court decision, the State law as interpreted failed to comply substantially 
with the provisions of the Federal Unemployment Tax Act (sec. 3304c of the In- 
ternal Revenue Code). Again, hearings were held in August 1955, and the trial 
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examiner made certain recommended findings of fact and conclusions of law to 
the Secretary of Labor to the effect that the State had not failed to comply sub- 
stantially with the required labor standard provisions of section 3304 (a) (5) of 
the Internal Revenue Code. The Secretary of Labor adopted such findings of 
fact and conclusions of law. 

Washington.—A dispute also arose between the State and the Secretary of 
Labor in 1949 growing out of basically the same factual situation that arose in 
the California case. Hearings were held in Washington, D. C., in the month of 
December 1949. Based upon the advice that the Secretary of Labor intended to 
issue findings that the Washington statute, as interpreted by the administrative 
agency, failed to comply substantially with the standards prescribed by section 
3304 (a) (5), the Washington agency reversed its interpretation in order to 
bring its law within the sphere of conformity and thereby insure its employers 
tax credit offset against the tax imposed by the Federal act. The issues in- 
volved in the Washington situation were broader than those confronting the 
California agency for, in addition to the maritime dispute that existed in both 
areas, there was also a dispute involving carpenters in the buildings trade which 
in the opinion of some observers made the Washington issue dissimilar to that 
of California. 

Oregon.—In 1938 a controversy arose as to whether the State’s definition of 
the term “labor dispute” in its unemployment compensation law conformed to 
the provisions of the Federal Unemployment Tax Act. It was ruled that the 
State law was out of conformity with the Federal requirement. This dispute 
had to be resolved by legislative amendment in Oregon in 1939. Due to the 
fact that there was an extension period in effect, the employers of Oregon re- 
ceived the tax credit offset for the contributions paid into the State fund during 
the calendar year 1938, otherwise they would have been required to pay both 
Federal and State taxes for that year. 

Louisiana.—The issue involved the procedure of the State agency requiring 
longshoremen to check in daily at the agency with respect to men being available 
for work. The Bureau of Employment Security in the Department of Labor 
felt the requirement was more stringent than that imposed upon other workers. 
The issue was settled by negotiation between the Bureau and the agency. 

New Jersey.—A question arose regarding the procedure to be used on appeals 
by claimants from denial of benefits. The Bureau questioned the procedure on 
the ground that it did not afford the claimants an opportunity for a fair hearing 
as required by section 303 (a) (3) of the Social Security Act. The State’s pro- 
cedure was modified after consultation with the Bureau. 

Wyoming.—The commission’s interpretation of the State law to the effect 
that a claimant for benefits who received a pension from his most recent em- 
ployer was conclusively presumed to be unavailable for work was challenged by 
the Bureau on the ground that claimant was deprived of a fair hearing relative 
to his claim status. The commission reversed its interpretation so as to do away 
with the conclusive presumption. 

Virginia.—The State treasurer withheld from the State unemployment fund 
all canceled unemployment benefit checks. The Bureau advised that this prac- 
tice was contrary to the provisions of the State unemployment compensation law 
and the requirements of the Internal Revenue Code that all money withdrawn 
from the unemployment fund be used solely for the purpose of paying unem- 
ployment benefits. The State treasurer withdrew from his position and the 
money was returned to the fund. 

Other State problems.—A summary of similar problems of conformity as it 
applied to other States may be found in the Vanderbilt Law Review, volume 8, 
No. 2, issued in February 1955, in an article by Prof. Frank Traver De Vyver. 
The article is cited for the purpose of showing the range of problems that arise 
between the States and the Department of Labor. Admittedly, a good number 
of the disputes that arise are subject to satisfactory adjustment. However, the 
lack of judicial review in the more critical situations compels the State to sur- 
render its position in the final analysis regardless of how conscientiously the 
State’s officials may believe that their position is correct. The article states: 

“One of the earlier cases involving experience rating was in Minnesota. In 
1947 that State passed an amendment permitting employers to make voluntary 
contributions which were applied to previous years so as to lower their experience 
rating. After a hearing, this amendment was called out of conformity with the 
experience-rating provisions of the Federal unemployment tax law. An amend- 
ment to the Federal law was passed making such a practice legal. Since all this 
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happened at the beginning of the year, no matter of conformity was raised in 
December of 1947 when the annual certification was made. 

“The State of Michigan has had several problems involving experience rating. 
In 1952 Governor Williams vetoed a bill because a question had been raised on the 
way initial employer balances would be figured under a proposed revised 
experience-rating plan. In 1954 a similar legislative proposal was insroduced 
with changes in the formula to meet the Bureau’s former objections, and the 
legislation became law on May 27, 1954. On the advise of the Bureau, however, 
another 1954 amendment was changed prior to adoption. The matter was tech- 
nical, involving the length of time during which voluntary contributions could 
be made. 

“In 1947 the State of Connecticut was amending the experience rating section 
of its law. The Bureau objected to the rate table because it provided very low 
rates for practically all taxpayers and was, in essence, a horizontal tax reduction 
which was prohibited by the Social Security Act. After a number of conferences 
the matter was clarified to the Bureau’s satisfaction. ‘Meanwhile,’ reports the 
executive director of the Connecticut Employment Security Division, ‘the Rhode 
Island Legislature, on the very last day of its session, passed a merit rating 
tax structure which was even worse, from the Federal point of view, than the 
Connecticut bill. By the time the Bureau of Employment Security found out 
about it, the Rhode Island Legislature had adjourned. The Social Security 
Board promptly reversed its field, O. K.’d the Rhode Island law, and, somewhat 
sheepishly, notified Connecticut that its original bill would be approved. For- 
tunately, we were able to solve the problem here by having the Governor veto 
the second bill we passed and the particular table of rates remains in our law 
to this date.’ 

“Connecticut reports several other instances about which the State and the 
Bureau disagreed, but as usual, these were settled by negotiation. 

“A bill was introduced into the Alabama Legislature in 1953 which in substance 
provided that an employer whose business was damaged or destroyed by disaster 
would not have his experience rating affected by the payment of unemployment 
benefits to the workers who became unemployed as a result thereof. The Bureau 
claimed the proposed amendment did not meet the requirements of section 1602 
(a) (1) of the Internal Revenue Code governing tax credits under a State 
experience-rating plan. The administrator of the Alabama department thought 
otherwise, but upon advice of the Bureau, however, he secured an amendment 
to the proposed law to the effect that it would not go into effect if the Bureau 
or the Secretary of Labor found the act not in conformity. After due hearing 
the Secretary of Labor decided the act was not in conformity with the Internal 
Revenue Code. The administrator, therefore, made written declaration that 
the new section of the law was not a part of the unemployment compensation law 
of the State. 

“* * * Tn 1939 South Dakota proposed that benefits be paid through the State 
welfare offices, instead of the State employment offices as is required by Federal 
standards. Funds were withheld and the State soon got back into line. 

“In the same year the State of Kentucky found itself in difficulty and ac- 
cording to the State administrator, the ‘Bureau did refuse to grant to our agency 
funds for administrative purposes.’ The issue involved the payment to the Rail- 
road Retirement Board under the new railroad unemployment insurance law of 
worker contributions paid prior to July 1, 1989, to the State unemployment 
compensation fund. Kentucky was one of the few States which required em- 
ployee contributions, and the agency and the Kentucky Legislature felt that it 
was not fair to the workers for the State to pay the Railroad Retirement Board 
approximately $1 million of workers’ contributions, particularly since workers 
in other States were making no such contribution to the Retirement Board. 
Numerous attempts were made to keep these funds in the unemployment com- 
pensation program or to return them to the workers who had made the pay- 
ments in the first place, but the Kentucky courts held implementing legislation 
unconstitutional. Kentucky then amended its law to divert three-tenths of 1 
percent of the employer contributions to the State’s administrative fund until 
such fund equaled $1,260,000, and on July 1, 1944, the Bureau began diverting 
Kentucky’s administrative grants to the Railroad Retirement Board to com- 
pensate them for the funds which the unemployment compensation agency was 
unable to transfer to them. This diversion continued for approximately 214 
years, during which time Kentucky administrative expenses were paid from the 
employer contributions which had been diverted to the State’s administrative 
fund. 








422 SOCIAL-SECURITY LEGISLATION 


“A third instance which might be classed as denial of administrative funds 
occurred in Arizona in 1941. Claiming that the administration of the employ- 
ment service was not satisfactory, the Bureau turned over the administration 
of that part of the program to its own United States Employment Service. The 
legal basis for the action was that a full-time employment service director was 
required and the State director had other duties. The Arizona State Employ- 
ment Service was operated by the Federal agency for 4 or 5 months at the end 
of which time the service was returned to State administration but with a Fed- 
eral man as State administrator. The Federal man retained the post until the 
State had given merit examinations for the job and a new director had been 
appointed from the merit system’s list of eligibles. 

“* * * Michigan has been debating with the Bureau ever since 1947 regarding 
the Commission’s occupancy of its State headquarters. The issue is the amount 
of allowable rent for a State-owned building. The Bureau holds that prevailing 
rent should be paid only until such time as the cost of the building has been 
amortized; the State holds that the Bureau should pay prevailing rent con- 
tinuously just as they do when the State agency uses privately owned quarters. 
The issue came to a head in 1954 when the Bureau reduced the rental allowance 
in the budget from $3 per square foot (the prevailing rental rate) to $1.49 per 
square foot, which is the Bureau’s estimate of the State’s cost for maintenance 
and operation of the building. The State is presently running a charge account 
against the Bureau, but the Commission is recommending legislation to the legis- 
lature at the 1955 session which would allow the Commission’s occupancy under 
the terms of the Federal Government. 

“The State of South Dakota had a disagreement with the Bureau over the 
salary for the Commissioner of the Employment Security Department. The legis- 
lature set the salary at $8,000, giving the commissioner a $1,700-a-year raise. 
After considerable writing back and forth the Bureau said they would raise no 
further question about that salary but did reserve the right to question should 
the legislature again increase the salary. The Bureau here operated on the 
theory that the salary of the commissioner was not comparable with other 
State salaries. 

“* * * Tdaho once was required to discontinue a practice of taking claims in a 
number of its small employment offices on an intinerant basis rather than staffing 
the office to take claims on a full-time basis. This happened during the period 
when the employment service and the insurance division were operated as sepa- 
rate divisions. 

“New Hampshire has recently completed an argument with the Bureau over 
the State director’s interpretation of the law. The problem had to do with the 
appeals procedure. The Bureau felt that under the procedure the State adminis- 
trator had set up, the appeal tribunals might feel coerced in their decisions. The 
director revised his policy memorandum and no question is now being raised. 

“Towa and Missouri have also recently been negotiating with the Bureau with 
respect to the administration of their laws. Iowa workers who failed to furnish 
a social security number within 30 days would have their claims destroyed and 
no appeal was allowed from such a refusal to process a claim. Missouri pro- 
vided that any claimant filing a claim without furnishing his social security 
account number would have his claim held in suspense until such information 
was provided. The Bureau has maintained that such policies precluded a find- 
ing that the State law provides for such methods of administration as are 
reasonably calculated to insure the full payment of unemployment compensation 
whendue. The States have revised their procedures. 

“Indiana reports that they have had several discussions with the Bureau about 
administrative matters. Perhaps the most interesting of these concerned a 
decision denying compensation to a group of supervisory employees who refused 
to do the work necessary for closing down a steel mill during a strike of produc- 
tion employees. Holding that these supervisors had quit voluntarily without 
good cause, the Indiana Board of Review assigned the usual penalty. The 
Bureau’s regional attorney claimed this violated the standard regarding the offer 
of work vacant because of a labor dispute. After considerable discussion and 
correspondence, the State held to its original determination and no funds were 
ee In other instances the State administrator has bowed to the Bureau’s 

ecisions.” 


2. Federal Administrative Procedure Act 


The Federal Administrative Procedure Act does not afford the States judicial 
review of the adverse findings of the Secretary of Labor under title III of the 
Social Security Act .r under the Federal Unemployment Tax Act. In both the 
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Social Security Act and in the Federal Unemployment Tax Act, the Secretary of 
Labor is given broad discretion in making findings with respect to the conformity 
of the various State laws to the Federal statute and compliance with the stand- 
ards established by the Federal Government. The rule is established that where 
broad discretion is given to a Federal agency, the agency’s action is not subject 
to judicial review. This general rule was, in effect, inserted in section 10 of the 
Federal Administrative Procedure Act. Section 10 expressly excepts from judi- 
cial review any agency action which is by law committed to agency discretion. 

It has been contended that the Federal Administrative Procedure Act does 
grant to the States the right of judicial review. Since section 10 of the act 
expressly excepts from judicial review any agency action which is by law 
committed to agency discretion, apparently the proponents of this argument 
believe that the Secretary of Labor does not have broad discretion. The Sec- 
retary of Labor does not share this view. He has stated that he does have 
broad discretion as to conformity and compliance matters and, therefore, sec- 
tion 10 excepts his findings from judicial review. In fact, the present Secretary 
of Labor, the Honorable James P. Mitchell, requested Senator William F. Know- 
land to introduce, in the 84th Congress, S. 3529, which provides a judicial review 
to the States. This action on the part of the Secretary of Labor reflects his 
views that his findings under title III of the Social Security Act and the Federal 
Unemployment Tax Act with respect to conformity and compliance issues are 
not reviewable. 

The following cases support our contention that the Administrative Procedure 
Act is not applicable to the findings of the Secretary of Labor under title III 
of the Social Security Act and the Federal Unemployment Insurance Tax Act: 

McGrath v.Zander (177 F. 2d 649, C. D. C. Cir. 1949) : 

This case involved the reviewability of the Alien Property Custodian’s refusal 
to return certain property to a United States citizen who remained in Germany 
after December 7, 1941. The Court of Appeals held in part that the Custodian’s 
action in the matter was discretionary and, therefore, that title 5, United States 
Code Annotated, section 1009 (Administrative Procedure Act) excepted such 
action from review by that court. 

United States v. Cottman Co. (190 F. 2d 805, 4th Cir. 1951) : 

This case involved a suit on a bond guaranteeing the payment of customs 
duties. A duty covered by the bond was assessed by the Collector of Customs ; 
appellant’s petition from the assessment was denied by the Collector of Customs 
and the Commissioner of Customs. The district court held that the Secretary 
of the Treasury had improperly delegated authority to the above officials and 
that there was a right to review before that court under the Administrative 
Procedure Act. 

The court of appeals held in part that the remission of duty was committed to 
the discretion of the Secretary and that, consequently, section 10 of the Adminis- 
trative Procedure Act (providing for judicial review) could have no application. 

Bozell v. United States (199 F. 2d 449; 4th Cir. 1952) : 

This case involved an action by a convict to review a denial by the parole board 
of his application for parole. The court of appeals dismissed the petition, 
partially on the ground that: 

“* * * There is no statute permitting an appeal from the parole board to this 
court, nor is the court given any authority to review action by the board. No 
such power of review is granted by the Administrative Procedure Act (5 U.S.C. A. 
1001 et seq.) ; for that act expressly excepts from the right of review agency 
action which ‘is by law committed to agency discretion’ (5 U.S.C. A. 1009). * * *” 

Sellas v. Kirk (200 F. 2d 217 ; 9th Cir. 1952) : 

The question here involved the reviewability of a decision of the Secretary of 
the Interior concerning the granting of grazing permits under the Taylor Grazing 
Act. Appellant protested the fact that permit was not granted by the “range 
manager” for grazing privileges for the number of cattle and sheep requested. 
After hearing before an examiner of the Bureau of Land Management, the 
Director of the Bureau upheld the manager and appeal was taken to the Secretary 
of Interior who again affirmed. Although holding that appellant’s action to the 
courts (suit to enjoin the range manager) should be dismissed because the Secre- 
tary of Interior was not joined, the court specifically stated that: 

“The situation would seem to be one where ‘agency action is by law committed 
to agency discretion,’ hence the action complained of here would not be subject 
to Federal review” (citing 5 U. S. C. A. 1009, the Administrative Procedure Act). 

Support for our contention is also found in an article by Blachly and Oatman 
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which is contained in volume 33, Georgetown Law Journal, at pages 23 and 24. 
It is therein stated : 

“When the State plan has been put into effect ‘after a reasonable notice and 
an opportunity for hearing’ to the State agency administering the plan, if the 
Board (Social Security Board) finds that there have been changes in the plan 
that are contrary to law, or that the administration is faulty as to the Federal 
requirements, it may notify the State agency that no further payments will be 
made to the State until the Board is satisfied that the prohibited requirements 
are no longer imposed and that there is no longer failure to comply. There is no 
judicial appeal.” 

Judicial review is not available and has never been available with respect to 
all actions of all Federal administrative officials. Historically, Congress has 
provided for judicial review by specific enactments. Attached hereto as exhibit 
A is a list of some 28 Federal statutes wherein Congress has provided for judi- 
cial review. 

It might be argued that, as to those statutes enacted after the effective date of 
the Administrative Procedure Act, Congress made such provision because it was 
necessary to have a special type of judicial review (a type different from that 
provided by the Administrative Procedures Act). In answer to such a conten- 
tion, we cite the Library Services Act (title 20 U.S. C. A., ch. 16, sec. 351 et seq.), 
approved June 19, 1956. Under section 356 of that act, Congress provided that 
any State or State agency is entitled to judicial review in accordance with appli- 
eable provisions of the Administrative Procedures Act. Thus, Congress, in the 
Library Services Act, did not provide for a special type of review but provided 
for the type of review allowed by the Administrative Procedures Act. 

Obviously, if judicial review provided by the Administrative Procedures 
Act wére available without this special enactment, there would be no need for it. 
Congress must have determined that the Commissioner of Education had dis- 
cretionary powers which would preclude judicial review under the Administrative 
Procedures Act without the specific provision contained in the Library Services 
Act. 

This statute is especially significant insofar as the findings of the Secretary 
of Labor are concerned because the finding which is made by the Commissioner 
of Education involves the same kind of findings as that made by the Secretary 
of Labor. 

To demonstrate this parallel we point out that section 356 of the Library 
Services Act reads as follows: 

“If the Commissioner finds after reasonable notice and opportunity for hearing 
to the State agency administering or supervising administration of the State 
plan approved under this chapter, that the State plan has been so changed 
that it no longer complies with the requirements of this chapter or that in the 
administration of the plan there is a failure to comply substantially with the 
provisions required to be included in the plan, he shall notify such State agency 
that further payments will not be made to the State under this chapter until 
he is satisfied that there is no longer any such failure to comply. Until he is so 
satisfied, he shall make no further certification to the Secretary of the Treasury 
with respect to such State: Provided, That any State or State agency is entitled 
to judicial review in the United States district court wherein the State or 
State agency is located of any such withholding determination in accordance 
with applicable provisions of the Administrative Procedures Act.” 

Based on the foregoing it is clear that the findings of the Secretary of Labor 
are based upon broad discretionary powers conferred upon him, and, therefore, 
the States are precluded from seeking judicial review under the Administrative 
Procedures Act by virtue of the specific exception contained in section 10 
thereof. 

Finally, we wish to point out that the States are in no position to risk seeking 
a court decision as to the availability of judicial review under the Federal Ad- 
ministrative Procedures Act. It is obvious that a State could ill afford to seek 
review under the Federal Administrative Procedures Act for if the United 
States Supreme Court should ultimately decide that that act was not applicable 
in that the findings of the Secretary of Labor were not reviewable, the States 
would suffer severe penalties. 

As to issues arising under the Federal Unemployment Tax Act, the penalty 
for nonconformity or noncompliance is the loss to the employers of the credit 
against the Federal tax. The Federal Government imposes a tax of 3 percent 
against employers, but if the State meets the Federal standards, the employers 
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are entitled to a credit offset up to 90 percent. Should the State law be declared 
out of conformity or in substantial noncompliance the employers would lose the 
full 90 percent credit and would have to pay the full 3 percent tax to the Fed- 
eral Government as well as the State tax (normally 2.7 percent) making a total 
of 5.7 percent of the employer’s taxable payroll. 

The penalty under title III of the Social Security Act is equally drastic since 
the Secretary can cut off the administrative funds from a State and shut down 
the entire unemployment compensation program. 


CONCLUSION 


In supporting the pending bills on judicial review before the committee the 
Interstate Conference position does not reflect any lack of confidence in the 
present Secretury of Labor. In fact, it is only fair to state that were it not 
for the present Secretary of Labor a different result may well have been reached 
in the Califurnia case. Rather, we feel that matters of legal interpretation so 
vital to the States, as well as to the Federal Government, should be determined 
judicially. 

We do not conceive that there is any exact parallel between the employment 
security program, with its unique Federal-State relationship, and any other 
existing legislation which impinges with such drastic effect upon the action 
taken by either party. 

We further believe that a conformity or compliance issue is an issue between 
two sovereignties, i. e., the Federal Government and the State government, and 
thus should be finally resolved only in the United States Supreme Court, if 
necessary, and on the basis of the entire record. 

We also believe in the partnership concept of the employment security pro- 
gram—a partnership of mutually sincere and trustworthy parties—and feel that, 
in order to preserve it, the utmost care should be taken to see that neither 
party is placed in an inferior position. 

Bearing these points in mind we sincerely are of the considered judgment 
and respectfully submit that— 

1. There should be full judicial review of the decisions of the Secretary of 
Labor. 

2. Venue should lie in either the Federal circuit court of the State in which 
the controversy arose or the circuit court before the District of Columbia at the 
option of the petitioner. 

3. The reviewing court should exercise its independent judgment on all of the 
facts of the entire record, including the record before the State court if there 
be any, as well as upon the law. Only in this manner may the concept of the 
State and Federal Government as equal partners be preserved. 

4. In the event of an appeal by the State the Secretary of Labor’s decision 
should automatically be stayed until 90 days after the final decision of the court. 
Unless an automatic stay is assured, the risk involved in attempting to overcome 
an arbitrary action on the part of the Federal Government would be so great 
that, in practical terms, a State could not afford to proceed to seek relief against 
such action. 

Without the type of review provided for in H. R. 8214 and 8215 any other 
judicial remedy would be idle and meaningless. 
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ATTACHMENT B 


INTERSTATE CONFERENCE OF EMPLOYMENT SeEcuRITY AGENCIES—WuHyY Is FEp- 
ERAL ACTION ON UNEMPLOYMENT COMPENSATION COVERAGE DIFFERENT FROM 
FreperaAL UNEMPLOYMENT BENEFIT STANDARDS ? 


It is inherent in any tax statute that it specify to what taxpayers it shall 
apply. 

So Congress has always, of necessity, specified to what employers the Federal 
Unemployment Tax Act shall apply. For 1936, Congress specified employers of 
8 or more. For 1956, the 1954 Congress specified employers of 4 or more. 

State legislatures have widely recognized that Congress may at any time 
decide to extend the Federal unemployment tax to smaller employers, in order 
to assure more complete nationwide coverage by the State unemployment com- 
pensation programs. 

Out of 51 State unemployment compensation laws, 18 now cover employers of 1. 
Of the other 33 laws, 26 laws already provide for accepting, without further 
State legislation, any unemployment tax coverage extension to smaller employers 
the Congress may enact. 

No similar history applies to the benefit provisions of State unemployment 
compensation laws. 

The Congress has carefully refrained from dictating to the States what their 
laws shall provide as to contributions or benefits. Who shall qualify for bene- 
fits, in what weekly amounts, and for how many weeks have always been issues 
for determination by each State legislature. 

Benefit provisions are the key substantive core of every State unemployment 
compensation law. If full State control over such provisions were ended, by the 
enactment of Federal requirements, that would end full State responsibility and 
discretion. The intended minimums would end State initiative, for practical 
purposes. 

Federal benefit standards are neither inherent in nor consistent with the present 
nationwide system of State unemployment compensation laws. 

In contrast, a definition of Federal Unemployment Tax Act coverage is both 
inherent in that statute and expressly anticipated by many States. 


ATTACHMENT © 
INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES—INCREASES' IN 
STATE UNEMPLOYMENT BENEFITS 


Since the original enactment of the unemployment compensation laws in the 
several States all State legislatures have taken action to increase the amount of 
potential (maximum) benefits. There have been increases in both the maximunr 
weekly benefit amount and the maximum weeks of benefits. Therefore, it seems 
that the best overall measure of improvement in benefits is the percentage 
increase in the total dollar amount of potential (maximum) benefits. 

The attached table shows the maximum benefits (col. 2) provided by the 
original laws, the present maximum benefits (as of July 1, 1958) (col. 3), and 
the percentage increase in maximum benefits (col. 4). The table also shows, 
for comparative purposes, the average weekly wage in 1939 (col. 5), the average 
weekly wage in 1956 (col. 6), and the percentage increase in the average weekly 
wage from 1939 to 1956 (col. 7) (1956 is the latest year for which these wage 
data are available). 

A comparison of the percentage increase in average weekly wage shows that 
29 States have increased the total benefits by a greater percentage than the 
percentage rise in average weekly wages. 

Furthermore, the waiting period requirement has been substantially reduced 
in all States and the minimum benefits increased. 
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Increases in maximum potential benefits provided by State unemployment com- 
pensation laws and increases in average weekly wages of workers covered by 
State laws 























Original | Maximum | Percentage | 1939 average | 1956 average | Percentage 
maximum | benefits | increase in weekly weekly increase, 
benefits | July 1, 1958 | maximum | wage | wage average. 
State | benefits weekly wage 
1 2 3 4 5 6 7 
Alabama.......-- $240 $560 | 133.3 $17. 64 $65.07 268. & 
Alaska_. apes 240 | 21,170 | 387.5 | 35. 23 | 137. 90 291.4 
ee 180 910 405. 6 2A. 52 81. 32 231. 6 
Arkansas - - rset 240 468 95.0 | 15. 98 55. 27 245.9 
California........-| 195 | 1, 040 | 433. 3 30. 40 89. 54 194. 5 
Coloredo.......-..- | 195 | 2910 | 366. 7 24.79 | 79. 62 221.2 
Connecticut, - -..-| 195 21,040 | 433. 3 27.41 | 85. 71 212.7 
Delaware. | 195 1, 040 | 433. 3 27. 02 | 90. 37 234. 5 
District of Colum- | | 
“See aaa 240 780 | 225. 0 25. 74 77.41 200. 7 
>. ! ———— 240 480 | 100. 0 18. 44 | 67. 42 265. 6 
Georgia.........--| 240 600 | 150.0 | 17. 65 | 62.77 255. 6 
SS Ree 225 | 700 | 211.1 18. 53 61. 58 232. 3 
Idaho ; ot 270 | 1,040 | 285. 2 21. 60 72. 83 237.2 
Illinois... -..-. | 240 | 2780 | 225. 0 29. 27 90. 32 208. 6 
I heal 225 | 660 | 193, 3 26. 44 84. 90 221.1 
ee bc casl 225 | 720 | 220. 0 23. 00 74. 03 221.9 
BMGONS. . ..245-<0) 240 | 680 | 183. 3 | 22 62 76. 05 | 236. 2 
Kentucky 225 RM4 292.9 21. 29 | 71.34 | 235. 1 
Louisiana... —_— 225 | 500 | 122. 2 | 20. 56 71. 75 | 249.0 
OS ee ae 240 858 257.5 | 20. 28 | 66. 39 227. 4 
Maryland __-_---- 240 | 2910 | 279. 2 | 23. 78 | 73. 99 211.1 
Massachusetts. _. . 240 | 2 910 279. 2 | 26. 49 74.57 181. 5 
Michigan... J 256 2 780 204.7 | 30. 30 97. 26 221.0 
Minnesota __....-| 240 | 988 | 311.7 | 24. 29 79. 28 226. 4 
Mississippi... _..-- 180 | 780 333.3 15.71 | 55. 16 251.1 
Missouri... ....---| 180 | 858 | 376.7 25. 02 77. 86 211.2 
Montana. -..--.--| 240 | 704 | 193.3 | 25. 43 75. 33 196. 2 
Nebraska. ._-.-.--- 240 | 640 166, 7 | 23.17 70. 48 204. 2 
Nevada.--.-_. | 270 2975 | 261.1 | 26. 87 86.15 220. 6 
New Hampshire__| 240 | 832 246.7 | 20. 73 66, 87 222. 6 
New Jersey...----| 240 | 910 | 279. 2 27.51 | 87. 24 217.1 
New Mexico - 240 720 | 200.0 | 21. 48 73. 78 243.5 
New York 240 1,170 387.5 30. 55 88. 50 | 189. 7 
North Carolina | 240 | 832 | 246.7 | 17.17 59. 65 247.4 
North Dakota 240 2 520 116.7 21. 83 68. 16 212.2 
Ohio 240 | 2 858 257. 5 | 27. 92 88. 92 218. 5 
Oklahoma 240 728 203. 3 24.77 | 75. 7 205. 8 
Oregon 240 | 1, 040 | 333. 3 28. 81 83. 54 190.0 
Pennsylvania 195 | 1, 050 438.5 | 25. 18 | 78. 32 211.0 
Rhode Island 300 | 780 | 160. 0 | 23. 28 69. 65 199. 2 
South Carolina___| 180 | 572 217.8 15. 32 | 58. 14 279. 5 
South Dakota | 240 560 133. 3 22. 20 66. 98 201.7 
Tennessee 240 | 660 75.0 19. 58 | 66. 29 | 238. 6 
Texas 225 672 | 198.7 | 23. 01 | 75. 32 227.3 
Utah 210 1,014 382. 9 23. 92 73. 89 208. 9 
Vermont. : 210 728 | 246.7 | 22. 29 68. 09 | 205. 5 
Virginia 240 504 110.0 | 20. 45 66. 22 | 223. 8 
Washington 240 910 279. 2 26. 96 | 84.08 | 211.9 
West Virginia 180 720 300. 0 25. 03 81.75 226. 6 
Wisconsin ! 195 1, 060 143.6 | 27. 40 83. 37 | 204. 3 
W yoming 252 21,118 343.6 | 23. 42 74. 27 | 217.1 


1936 provision. After July 19, 1958, maximum will be $1,113. 
2 Does not include dependent’s allowance. 


Mr. Norwoop. I would like to ask the privilege of having Mr. Huff 
recognized for another matter, I am sorry that we don’t have copies 
of the statement prepared for him, but his testimony in this instance 
is based on a poll of the States which was taken after the date of the 
announcement of your meeting, and it was not until this morning that 
we had received enough replies to permit us to take a yosition. It 
does require that 26 States give an affirmative answer in order for 
us to take a position, and we did not reach this point until 9:30 
this morning. So we have not had an opportunity to duplicate his 
statement. But I would like for him to be recognized, if you will 
permit. 
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The Cuarrman,. All right. 

You are recognized, Mr. Huff. You have already identified your- 
self, have you not ? 

Mr. Hurr. I have, Mr. Chairman. 

The Caiman. You are recognized. 

Mr. Hourr. I will attempt to stay within the 10 remaining minutes 
of the time. 

The Carman. I am responsible for some of the time elapsing. 
I did not know that you desired to be heard. 

Mr. Hurr. Mr. Chairman and members of the committee, my name 
is Marx Huff, as indicated already in the record. I am executive di- 
rector of the Mississippi Employment Security Commission, and 
chairman of the Legislative Committee of the Interstate Confer- 
ence of Employment “Security Agencies. My appearance today i is in 
my capacity as chairman of the ( vonference Legislative Committee. 
I want to thank you very much for giving me the opportunity to 
present the views of States on three important proposals before this 
committee. 

The views of the States on the three proposals to which I wish 
to speak had to be determined after your chairman had announced 
these hearings. Under our rules we determine the views of the 
States—between our annual meetings—through a poll. Because of 
the limited time and because the proposals i involved such important 
policy issues, not all State employ ment security administrators could 
complete the polls by the required cutoff date. ‘The results of the poll 

are, therefore, incomplete. 

Under our rules, support by 26 member agencies is required to 
establish a conference position. The positions “which I shall present 
to you have this necessary support. Nevertheless, since our poll 
is incomplete, we would like an opportunity to file a supplementary 
statement when more returns are in. 

The CuatrMan. Without objection, you may do that. 

(The complete report was not available at time of soins to press.) 

Mr. Horr. Our poll requested the position of member State agen- 
cies on the following issues: 

1. Federal requirements affecting benefits. 

2. Inclusion of Puerto Rico under the unemployment compensa- 
tion provisions of the Social Security and Federal Unemployment 
Tax Acts. 

8. Extension of coverage to small employers. 

The Interstate Conference opposes the imposition of Federal re- 
quirements affecting benefits, although a substantial number of mem- 
ber State agencies favor them. The majority position is based on 

ounds which include the following: 

1. Federal benefit standards mean Federal controls. Once the 
principle of Federal benefit standards is accepted, additional require- 
ments might be anticipated for the future which would in essence 
remove from the States any real discretion in this area, The real 
question, therefore, is: Is Federal determination of the benefit for- 
mulas in State laws desirable? The conference believes this determi- 
nation should be left to the States. State legislatures, familiar with 
their local economies, can best determine benefit adequacy. 

2. Federal control of benefit formulas is not desirable because it 
would impair or destroy State initiative. Under the present arrange- 
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ment, States have had the responsibility of improving their laws, and 
they have met that responsibility. If Federal minimum standards 
were imposed those minimums would in essence become the maximums 
for most States. Greater progress can be made through individual] 
State action. 

3. Benefit formula liberalization which results from individual 
State action will have greater public acceptance than benefit formula 
liberalization forced by Federal action. 

4. Federal benefit standards would expand into Federal standards 
in financing and other aspects of the program, with no limit short of 
federalization. 

5. Federally imposed benefit standards cannot adequately take into 
consideration the real differences which exist among States in general 
economic conditions and in wage structures. 


In our poll our member State agencies were asked the following 
question : 


Without reference to any pending bill and without committing yourself on the 
specifics of any proposal, do you favor any Federal requirement affecting the 
weekly benefit amount; the maximum weekly benefit amount; the duration of 
benefits; the minimum qualifying earnings or period of employment necessary 
for benefits; the substantive grounds for disqualification; the length of dis- 
qualification periods; reduction or cancellation of benefit rights; and other 
(specify). 


The replies were as shown, Mr. Chairman, in a tabulation of the 
poll. With your permission, we would include that in the record and 
would not attempt to read it. 

The CuatrmMan, Without objection, that will be included at this 
point in the record. 

(The tabulation referred to follows :) 








Favor Oppose 
Replies | Federal | Federal No 
| require- | require- | position 
ments | me nts 
—-- ~~ + - -—_——-- - = 
1, The week'y benefit amount 40 7 | 32 1 
2. ‘The r axivum week'y benefit amount 40 | 9 | 30 | 1 
3. The duration of benefits 40 8 | 31 1 
4, Ther inirum qua'ifying earnings or pe riod of emp! oym ent | 
necessary for benefits = as 40 6 | 33 1 
5. The substantive grounds for disqua'ification 40 | 5 | 33 2 
6. The length of disqualification periods of 40 7 | 32 1 
7. Reduction or cancellation of benefit rights - --- us 40 7 | 32 | 1 
8. Other (specify)! < : prone 
! 


1 One State asked to be recorded as favoring a minimum contribution rate; 2 States, a solvency standard. 


We wish to emphasize that the member State agencies were asked whether 
they favored these requirements in principle. They were not asked their posi- 
tion on any specific requirement contained in any bill pending before this com- 
mittee or proposed elsewhere. The States were, however, invited to give the 
specifies of any requirement they favored, or comment otherwise if they cared to 
do so. A few States did comment. One State supports in principle all the 
requirements listed except the “substantive grounds for disqualifications.” One 
State restricted its support to requirements for a maximum of $30 per week and 
duration of 26 weeks. Another State favored only a requirement for a maxi- 
mum in terms of a percent of the States’ average weekly wage and a prohibition 
against cancellation of reduction of benefit rights. Another State supported in 
principle of all the listed requirements except the “substantive grounds for 
disqualifications.” This State also commented that the period of disqualification 
should be variable, and suggested 2 to 10 weeks, and that the qualifying require- 
ment should demonstrate a genuine attachment to the labor market. Another 
State commented that any Federal requirements should be truly minimum. 
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Another State supported the principle of all the listed requirements except as to 
qualifying earnings and a prohibition against reduction of cancellation of benefit 
rights. Three States supported the principle of all the listed requirements and 
1 of the 3 specifically supported the requirements of H. R. 10570. As the table 
indicates, 3 States also supported in principle a Federal requirement as to benefit 
financing. 

Mr. Hurr. The interstate conference favors the extension of the 
unemployment compensation provisions of the Federal Unemploy- 
ment Tax and Social Security Acts to Puerto Rico. The Wagner- 
Peyser Act was extended to Puerto Rico in 1950, and the Common- 
wealth has had a full-functioning employment service for several 
years. From their inception, Puerto Rico has administered the un- 
employment compensation for veterans and unemployment compensa- 
tion for Federal employees’ programs. 

Finally, Puerto Rico now has an unemployment insurance law 
which would meet the requirements of the applicable Federal laws if 
those laws were amended as proposed in H. R. 634, which is pending 
before this committee. 

In our poll, 31 member State agencies expressed a position on bring- 
ing Puerto Rico fully into the Federal-State employment security 
system ; 29 favored such action ; 2 opposed it. We urge your favorable 
consideration of H. R. 634. 

The interstate conference has long accepted the principle that ad- 
ministrative problems constitute the only valid reason for limiting 
unemployment compensation coverage on size-of-firm basis and that 
actual State experience in covering workers in small firms has demon- 
strated that administrative problems are not now a barrier to such 
extended coverage. 

Individual State employment security administrators generally 
believe that coverage should be extended to employers of one or more, 
but there are a few exe eptions. In the 40 replies received thus far 
in our recent poll, 33 member State agencies favored extension of 
coverage to employers of 1 or more; 2 opposed the extension; and 5 
expressed. no position. 

There is a difference of opinion among administrators on the 
method of obtaining coverage of one or more. Some believe that 
further extension of coverage to small employers should be left to 
individual State action. Others, although desiring State action, be- 
lieve that Federal action is appropriate and needed. 

The replies received thus far to our poll establish a conference 
position favoring Federal action to extend coverage. Of 35 States 
expressing a policy position on extending coverage to employers of 
1 or more, 27 favor Federal action, as well as State action; 6 favor 
State action exclusively; and 2 oppose further cov erage extension. 

In connection with coverage of small employers in our poll, the 
States were asked to indicate their preference for the conditions 
under which coverage should be extended, if the Congress should 
decide to amend the Federal law. They were asked to express their 
preference on this question, irrespective of their position on the 
policy of extending coverage. Their replies are summarized below. 
It isshort, and I might read it. 

In our poll, 37 member State agencies expl essed themselves on this 
question. Their responses were as follows: 8 would prefer covering 
employers of 1 or more at any time; 11 would prefer covering 
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employers of 1 or more on a day in a specified number of weeks in a 
year—most States in this category favor 20 weeks; 13 would prefer 
covering employers of 1 or more with a specified payroll during a 
quarter——quarterly payrolls suggested varied from $100 to $450; 3 
would prefer covering employers of 1 or more with a specified pay- 
roll during a calendar year—yearly payrolls suggested varied from 
$500 to $1,000; 2 would prefer covering employers of 1 or more with 
both a number-of-weeks and a payroll limitation. 

Preferences among the States are diverse, but it is fair to conclude 
that the majority of the States replying to the poll prefer some time 
or payroll limitation on coverage of 1 or more, rather than 1 or more 
at any time. 

Mr. Chairman, I thank the committee for the opportunity to pre- 
sent this statement. 

The Cuatrman. Mr. Huff, that information is very interesting. I 
am sure you can give me the reason for the conclusion that is reached 
by the State directors of employment security agencies. They say 
in this poll that they do not see objection, with some provisos, to a 
standard being written by Federal law that one or more shall be 
covered. 

I have difficulty in answering those who urge that if we have the 
right under Federal law to set a standard with respect to this matter 
of coverage why we do not at the same time have the right and why we 
should not proceed with the right to establish another standard of 
minimum payments or of minimum coverage. 

I notice the directors put themselves in the position of advocating 
and supporting one standard, but opposing the other standard, and, 
as I said, in the beginning of my statement, I ame confident there is a 
reason. I would like to have that reason. 

Mr. Hurr. This is my personal conclusion as to why the directors 
might think that coverage of one or more is not related to the other 
type of standards. The Federal Government is already in the field, 
with the basic tax law. Already we have the 4-or-more provision. 
But when it comes to considering standards proposed to be applied in 
the administration of State unemployment compensation laws, the 
States agencies have apparently recognized the difference and have 
made the distinction. 

The Cuarrman. It is a little difficult for me to see a distinction 
frankly just because the Federal Government is already in the field. 

I am not stating that I am opposed to extending coverage to one or 
more. Do not misunderstand me. However, when 1 go ‘to the floor 
of the House with the proposition of extending coverage to 1 or more, 
which is 1 standard of Federal law, how can I justify to the House 
the argument or the failure to include any standard with respect to 
amount of pay or time of duration? And I am not advocating, you 
understand. I am not saying that I am for such a standard. But 
I would like to have some logical answer to give to Members of the 
House and members of this committee why it is all right for us to 
write standards in one direction but we should refrain from writing 
standards in another direction. 

I am very serious about this because I have been unable so far to 
think of the answer that I might be able to give to the membership. 

Mr. Hurr. If I might say, Mr. C hairman, I am not here as an advo- 
vate of this proposal for my State. I am here as a representative of 








434 SOCIAL-SECURITY LEGISLATION 


the interstate conference. I would have to express a different view 
for my own State if I were called upon as its agency director. 

The CuarrmMan. You prefer in your own State that we not legislate 
with respect to one or more ? 

Mr. Horr. That is correct. 

The Cuarman. Iam sure you would. 

Mr. Horr. If you will hear Mr. Norwood again, I would like for 
you to have his expressions. 

The Cuarrman. All right. 

Mr. Norwoop. Mr. Chairman, I think there is a distinction in that 
the Federal law—the Unemployment Tax Act—defined an employer 
as one having 8 or more employees in 20 weeks. This was a basic 
definition to specify who should come within the framework of the 
program as far as the taxing provision was concerned. 

This law, of course, was what gave rise to the entire program 
through the tax offset provision which was also a part of that 
legislation. 

"Thus the Congress originally created this taxing statute, which, i in 
turn, brought about the State systems. Included was a provision for 
who should be a taxpayer. The subsequent action altered the defini- 
tion of the taxpayer—or employer—by changing from 8 or more to 
4or more. But the original legislation did not itself go into another 
field of defining claimants or entitlement to benefits under the pro- 
visions of the law. This has been an area which has been left exclu- 
sively to the States without the imposition of Federal standards, if 
you accept the phrase. So we feel there is a distinction in that the 
one area was wide open to Federal action since in the first instance 
that was the way it originated; on the other hand, this proposal would 
go into an area which has not heretofore had a Federal standard 
provision with which the States must comply. 

The Cuatrman. They are both standards, are they not? When you 
discuss who can be covered and who cannot, that is a standard. When 
you discuss what that individual will receive when he is unemployed 
at the Federal level, that would be a standard. I think both of them 
are standards. 

I can understand your thinking that one is for purposes of taxa- 
tion, and the other is for purposes of determining the amount to be 
paid, which heretofore has always been done by the State. However, 
at the same time, with respect to those that are covered—I am talk- 
ing about the employers that are covered under the tax—the State law 
applies here, does it not, within the State ? 

You have variations in your tax within the State and, of course, 

our State tax offsets the imposition of a Federal tax under the 
ederal law. 

Mr. Norwoop. It is true that there are employers in some States 
who are covered under the State law who are not under the provi- 
sions of the Federal Unemployment Tax Act. 

The Cuamman. That is exactly what I am talking about. Some 
States already cover the employers of one or more, do they not? 

Mr. Norwoop. Yes, sir; they do, and it is true that in those States 
where the employers are not also covered under the provisions of the 
Federal Unemployment Tax Act, those employers who are not covered 
under both statutes are not contributing through means of the Fed- 
eral tax to the administrative costs of the program, and some admin- 
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istrators advanced this as a reason why they felt that there should be 
Federal legislation covering the smaller employers. 

The Cuarrman. I was not on the committee, of course, as you know, 
when the original act was passed. But I have understood from those 
who were on the committee at that time that the Federal law did not 
go into the matter of the duration of payment or the amount of the 
payment, because it was the feeling that the conditions varied so much 
economically among the States that it was better for the States them- 
selves to make the determination in the area of the amount of payment 
and the duration of the payment. 

As you know, legislation has been introduced that would require the 
States to make "adjustments in their payments so that in all instances 
the individual within all States would receive at least two-thirds of 
the average wages as the maximum of the limitation. Would that 
do away with the original concept which I have just mentioned as the 
reason for leaving out this question of the rate of pay? Would there 
still not be complete recognition of economic conditions within the 
State that there is variation within the State, and that all that this 
would propose to do would be to require that as much as two-thirds 
of that average wage, whatever it is, within the State be made avail- 
able? Would that violate the right of the States still to pay less 
than some other State because its average wage was less than some 
other State ? 

Mr. Norwoop. This is the proposal for a maximum weekly benefit 
amount of two-thirds, I believe, of the average weekly wage in the 
individual State, and this, of course, would avoid setting a uniform 
maximum amount. 

The Cuarrman. I am not viewing this as a maximum. I am view- 
ing this as a floor in the question I am raising with you. 

Would there be objection on the part of the States if there were 
such a standard written in the Federal law in the form of a floor? 
You could make your payments in excess of that if you wanted to, 
but you could not pay less than that. 

Mr. Ncrwoop. The position of the States generally with respect to 
this particular type of provision would be that this would take away 
from the State some of its right to determine these matters. 

The Cuarmman. If I were going to insist upon that, I would equally 
insist upon the right to determine which employer you are going to 
tax in the State law, whether you are going to tax the employer of 1 
or whether you are going to tax the employer of 4.. I would not be 
for one and be against the other. 

You think I almost have to take the position of being for both of 
them or against both of them to be consistent. 

Mr. Norwoop. We do make a distinction, as I have previously 
stated. 

The CHarrMan. I want some more information on why the distinc- 
tion, because I must explain it if I make the distinction myself, and 
so far I have been unable to do it. 

Mr. Norwoop, The States feel, harking back to your original state- 
ment, that the reason this was not included in the original enactment 
at the Federal level was that there were individual differences between 
the States. 

I think there was the further acceptance of the principle that there 
was not only the recognition of individual differences between the 
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States in such matters as wage levels and so on and so forth, but a 
decision that this would be a matter left to the individual States for 
State determination through the legislatures of the various States, 
and this has been the traditional portion of the program which the 


) 
| 
States have felt that was within their prerogative to operate. Not 
so on the taxing statute and the definition of who came within it. 


The Cuarrman. Mr. Norwood, I just have one other request. I do 
not ask you for information you do not have, but do you have any 
information that would indicate the percentage increases in the aver- 
age payments, say, of unemployment compensation now over, say, 
1939 or 19407 Would you conference have that ? : 

Mr. Norwoop. We can obtain that. 

The Cuarrman. The statement hac been made repeatedly before 
this committee by some witnesses that the States have not provided 
for increases in unemployment compensation in accordance with other 
increases that have taken place, that the increases in unemployment 
compensation have not risen as wages rates within States have risen, 
and soon. I would like to have that information because I am satis- 
fied that you have in the States made many improvements within your 
program, and I think it would be fair for this record to show just 
what has occurred within the States. 

Mr. Norwoop. We will be very happy to have that opportunity, : 
Mr. Chairman. | 

The Cuarrman. While Mr. Huff is here I want to point out one fact 
that I have learned about the State of Mississippi, that your pay- 
ment for unemployment compensation in the State of Mississippi is 
a higher percentage of your average wage than in most any State 
in the Union, I think the highest of any State in the Union, much 
higher than in my own State or in any State that adjoins Mississippi. 

So you have in the field of unemployment compensation very close 
to what Mr. McCarthy has suggested as a floor for payments within 
his bill; namely, two-thirds of the average. I think your payment 
is $30,isitnot? And your average wage is about $40? 

Mr. Hurr. Our average weekly wage for 1956 in covered employ- 
ment was $55, the maximum weekly benefit was $30, and the average 
weekly benefit was approximately $20. 

The CHAIRMAN. a average weekly wage 

Mr. Hurr. Was $55. 

The Cuairman. I thought it was $40. 

Mr. Horr. We have recently amended our law to extend duration 
from a uniform 20 weeks to a maximum of 26 weeks on a variable basis. 

The Cuatrman. I know you have. 

Mr. Hvurr. Some in our State say that we have kept benefits up 
beyond that which we were actually able to justify. There have been 
those who have said that we were actually extravagant in providing 
benefits in accordance with what we could do and in comparison with 
what other States had done around us. 

The Cuatrman. Is there theremdous resistance within the State to 
increasing benefits ? 

Mr. Hurr. I believe employers have usually gone along very well 
with us. The recommendations of our agency have ordinarily been 
accepted. 

There was considerable employer opposition during the recent 1958 
session of our legislature to increasing benefits and to a proposal to 
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increase the tax base from $3,000 to $3,600. Most of our proposals 
for improving our law were adopted by the legislature. 

The Cnarrman. Is there opposition in your State to State action 
to lower the coverage to one or more ¢ 

Mr. Hurr. We haven’t sounded it out a great deal, but we know 
that it isthere. Our agency has expressed opposition to the extension 
of coverage to one or more. 

The Cuatrman. What is the situation in your State, Mr. Norwood ¢ 
Do you include one or more? 

Mr. Norwoop. No, sir; we donot. We follow the Federal coverage. 
This is generally true in the Southern States. 

The CuarrMan. Is there opposition in your State ? 

Mr. Norwoop. There would be. 

The Cuatrman. What is the basis of that opposition ? 

Mr. Norwoop. There are any number of small employers in my 
State. It is a State of relatively small units and there would be 
opposition from the people not now covered. 

The Cuamman. What is the basis of their opposition? Is it 
bookkeeping or imposition of the tax or just what ? 

Mr. Norwoop. Both. Both the nuisance and the financial burden. 

The Cuarrman. Is it the additional cost of operating the business 
that they do not. want ? 

Mr. Norwoop. That is right. 

The Cuairman. And the additional bookkeeping that they may feel 
they are not able to perform? Is that the basis of it ? 

Mr. Norwoop. Both the nuisance and the financial burden. 

The Crarrman. Gentlemen, you have been very helpful, and I 
certainly appreciate your bringing to us the views of your confer- 
ence on these subjects. You can be sure that we will give considera- 
tion to the suggestions. We appreciate very much your coming. 

Mr. Norwoov. Thank you very much, Mr. Chairman. 

The Cuatrman. Is Mr. Fichtner in the room? Mr. Charles C. 
Fichtner. 

If not, that concludes the call of the calendar for today. 

(The following material was received by the committee :) 

AMERICAN MERCHANT MARINE INSTITUTE, INC., 


Washington, D. C., June 27, 1958. 
Hon. WiLsur D. MILLs, 


Chairman, Committee on Ways and Means, 
United States House of Representatives, Washington, D.C. 


Dear Mr. Mitis: The American Merchant Marine Institute, Inc., is a trade 
association composed of about 50 steamship companies, operating approximately 
6,500,000 gross tons of American flag, passenger, tank, dry cargo, and collier 
vessels in the domestic and foreign trades of the United States. In addition 
to employing a great number of persons ashore, our member companies employ 
approximately 35,000 seamen aboard their vessels. 

The existing statutory and regulatory requirements for separate reporting 
of wages paid by our member companies for income tax withholding, and social 
security tax purposes on a quarterly basis are particularly onerous. 

Two identical bills which you now have under consideration, H. R. 8309 and 
H. R. 8602, are intended to carry out the President’s recommendation contained 
in his budget message to Congress of January 16, 1957. Under the terms of these 
bills, annual statements filed by employers with respect to wages paid and 
income tax withheld thereon would be used for both income tax and social- 
security purposes. As pointed out to your committee by the Department of 
Health, Education, and Welfare, this amendment would make it unnecessary 
for employers to file detailed quarterly reports of the earnings of each of their 
employees. Thus, wage reports for social security tax purposes would be filed 
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on an annual rather than a quarterly basis. This consolidation of social secu- 
rity and income tax withholding reports on an annual basis would greatly 
simplify accounting procedures in the steamship industry, resulting in substan- 
tial savings of time, effort, and expense to the companies, which are so important 
at this particular time. 

The proposal for consolidation of social security and income tax withholding 
reports would have substantial advantages insofar as the Government is con- 
cerned. It has been estimated that the change would eliminate at least one-half 
of the number of wage items that must be processed by the Bureau of Old-Age 
and Survivors Insurance under the present provision for quarterly reporting. 
Not only the Government, but employers and employees in all industries will 
benefit by enactment of the proposal because of the resulting simplification, 
economy, and generally improved administration. 

Since the same results from the standpoint of social-security-benefit payments 
can be obtained on the basis of annual reporting of wages as on the present 
basis of quarterly reporting, there does not appear to be any valid reason why 
the annual reporting basis should not be adopted and thereby alleviate the 
accounting problem of this and other industries. 

The institute, therefore, strongly urges that this committee give prompt and 
favorable consideration to H. R. 8309 and identical H. R. 8602 in order that the 
proposal may be enacted into law during the present session of Congress. 

It is respectfully requested that this letter be incorporated in the record on 
these bills. 

Respectfully, 
Atvin SHaprro, Vice President. 


AMERICAN TRUCKING ASSOCIATIONS, INC., 
Washington, D. C., June 26, 1958. 
Hon. Wiiscur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Mr. CHAIRMAN: The American Trucking Associations, Inc., understands 
that your current hearings into all aspects of the Social Security Act will in- 
clude testimony on H. R. 8309, which provides for the consolidating of reports 
on wages by employers for income- and social-security-tax purposes. 

Under this bill, which is intended to carry out the recommendation of the 
President in his budget message of January 16, 1957, annual statements of 
wages and tax withheld would be used for both income-tax and social-security- 
tax purposes. This change would obviate the filing of detailed quarterly reports 
of the earnings of each employee. 

Manifestly the amendment would have substantial advantages for employers 
in terms of simplification and economy as it would result in savings of time, 
effort, and expense. It also seems obvious that the use of annual statements of 
wages and taxes withheld would greatly reduce the number of wage items 
which must be processed by the Federal Government under the present provi- 
sion for quarterly reporting. 

Since annual reporting of wages would not affect the social-security-benefit 
payments there appears to be no valid reason why it should not be adopted. 

As the national organization of the trucking industry, which has in excess of 
714 million employees, American Trucking Associations, Inc., is in accord with 
the objectives of bill H. R. 8309 and urges that the committee give favorable 
consideration to enactment of the proposed legislation. 

We respectfully request that this letter be made a part of the record in the 
current hearings. 

Respectfully submitted. 


JAMES F’. PINKNEY. 
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THE Port oF New YorK AUTHORITY, 
New York, N. Y., June 16, 1958. 
Re H. R. 10955, by Mr. Keogh. 


The Honorable CoMMITTEE ON THE WAYS AND MEANS OF THE HOUSE OF 
REPRESENTATIVES, 
Washington, D.C. 


GENTLEMEN : The Port of New York Authority respectfully urges your honor- 
able committee to give favorable consideration to the above-captioned bill, which 
would permit the extension of social-security coverage to approximately 1,000 
employees of the port authority occupying police positions. (The bill also per- 
mits such coverage for police officers and firemen employed by other joint in- 
strumentalities of two or more States. ) 

The first session of the 85th Congress enacted Public Law 85-226 (71 Stat. 
511), which permitted social-security coverage of employees of the State of New 
York or of political subdivisions of the State of New York who occupy police 
positions. On the basis of technical legal considerations the social-security ad- 
ministration has ruled that this amendment does not permit social-security cov- 
erage of policemen employed by the Port of New York Authority, a bistate agency 
of the States of New York and New Jersey. 

Policemen employed by the Port of New York Authority perform substantially 
the same duties as policemen employed by the State of New York or other politi- 
eal subdivisions of the State of New York. Port authority police officers are 
also members of the same retirement system (the New York State Employees 
Retirement System) as policemen employed by the State, and certain other sub- 
divisions of the State. These other policemen now have the benefits of social 
security as well as those provided by the retirement system. The purpose of 
the above bill is to extend the same benefits to policemen of the port authority 
and other joint instrumentalities, without disturbing the basic prohibition against 
coverage of policemen and firemen who are members of a local retirement system. 

To our knowledge, the bill has not been opposed by any State, State agency, 
or policemen’s organization. The Social Security Administration has not objected 
to the bill. 

Your honorable committee’s favorable consideration of this measure is re- 
spectfully requested. 

Respectfully, 
Matruias E. LUKENs, 
Assistant Executive Director. 


THE Port or New YorK AvuTHoriry, 
New York, N.Y. 


MEMORANDUM IN Support oF 8. 3366, py Mr. Ives AND Mr. JAvitTs; 
H. R. 10955, py Mr. Kroeu 


To amend title II of the Social Security Act to permit any instrumentality of 
two or more States to obtain social-security coverage, under its agreement, 
for those of its employees who are in policemen’s or firemen’s positions cov- 
ered by a retirement system and who desire such coverage, 


To the Honorable Committce on Finance of the Senate and the Honorable Com- 
mittee on Ways and Means of the House: 


This memorandum is submitted on behalf of the Port of New York Authority 
in support of the above identical bills. 

The bills would amend section 218 (k) of title II of the Social Security Act 
to permit joint instrumentalities of two or more States to modify their existing 
agreements with the Secretary of Health, Education, and Welfare extending 
social-security coverage to their employees to provide such coverage for those 
of their employees in policemen’s or firemen’s positions who are covered by a 
local retirement system and who desire social-security coverage. 

Under section 218 of title I1 of the Social Security Act, coverage of firemen 
and policemen in positions covered by a retirement system was prohibited. By 
amendments (subsection “p’’) coverage was authorized for policemen and fire- 
men employed by ten named States, or their political subdivisions, or the Ter- 
ritory of Tlawaii. The above-captioned bills would further extend the coverage 
to policemen and firemen of joint instrumentalities. These bills would not other- 
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wise disturb the basic prohibition against coverage of policemen or firemen who 
are members of a local retirement system. They would permit coverage only 
of those policemen and firemen employed by joint instrumentalities who desire 
such coverage. 

The Port of New York Authority is a joint instrumentality of the States of 
New York and New Jersey. It employs approximately 4,000 employees of whom 
1,153 are in policemen’s positions covered by the New York State retirement 
system. By agreement dated December 27, 1958, the Port Authority obtained 
social security coverage for all of its nonpolice employees who elected to accept 
social security coverage. The police employees were necessarily excluded from 
the agreement because of a ruling by the Social Security Administration that 
section 218 forbids their coverage, notwithstanding a 1957 amendment permitting 
coverage of similarly situated New York State and New York City policemen. 
The present bills, if enacted, will eliminate this purely technical obstacle to 
coverage of Port Authority police. Since the bills would also permit coverage 
of police employees of other joint instrumentalities, the Port Authority has con- 
tacted the other joint instrumentalities having social security agreements and 
they advise that they will not oppose these bills. Either the bills do not affect 
them or they will support the bills. 

The Police Benevolent Association of the Port Authority police is most anx- 
ious that these bills be enacted. This organization advises us that they have 
been in contact with other organizations representing policemen who might be 
affected by these bills and none of these organizations expressed opposition to 
the bills. 

The form of the bills has been reviewed with the Social Security Adminis- 
tration and the Administration's suggestions as to the text have been incorporated. 

We respectfully request that your committees favorably report these bills so 
that Port Authority policemen may obtain the benefits of the Social Security 
Act heretofore extended to certain other policemen. 

Respectfully submitted. 

AUSTIN J. Tosin, Executive Director. 

Dated February 28, 1958, New York, N. Y. 


MEMORANDUM RE PROPOSED AMENDMENT TO TITLE II OF SocrtaL Securtry Act To 
PerMItr SocraAL SECURITY COVERAGE OF POLICEMEN AND FIREMEN OF JOINT 
INSTRU MENTALITIES 


The attached bill would permit joint instrumentalities of two or more States 
to modify existing agreements with the Secretary of Health, Education, and 
Welfare extending social security coverage to the instrumentalities’ employees, 
to provide such coverage for their employees who occupy policemen’s or firemen’s 
positions covered by a State or local retirement system. 

Section 218 (d) (5) (A) of title 2 of the Social Security Act prohibits social 
security coverage of policemen’s or firemen’s positions covered by a retirement 
system. However, by amendments enacted in 1956 and 1957 (subsection (p) of 
section 218), 10 named States and the Territory of Hawaii were authorized to 
agree with the Federal Government for social security coverage of employees in 
such policemen’s or firemen’s positions. 

This bill would amend subsection (k) of section 218 to enable joint instru- 
mentalities of two or more States similarly to modify their agreements with 
respect to social security. Subsection (k) is devoted entirely to agreements 
between the Secretary of Health, Education, and Welfare and joint instru- 
mentalities and it is therefore deemed appropriate to insert therein the amend- 
ment enabling them to arrange for social security coverage of their policemen 
and firemen. Moreover, the inclusion of this amendment in subsection (k) 
would insure that the joint instrumentality could arrange for social security 
coverage for only those policemen and firemen who desire such coverage. This 
results from the fact that subsection (k) (2) presently provides for the division 
of a joint instrumentality’s retirement system for purposes of social security 
coverage, into a part consisting of employees desiring social security coverage 
and into a part consisting of employees not desiring such coverage. The agree- 
ment with the Federal Government or modification thereof then applies only to 
the part of the retirement system composed of employees desiring social security 
coverage. 
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HOUSE OF REPRESENTATIVES, 
Washington, D. C., June 19, 1958. 


Hon. WiLgurR D. MILLs, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 

Dear Mr. Mitts: The following is a motion adopted by the New Hampshire 
State Permanent Firemen’s Association at their annual meeting: 

Moved: That the New Hampshire State Permanent Firemen’s Association re- 
states and reestablishes its position of May 19, 1953, and September 12, 1954, 
that the firemen of the State of New Hampshire are opposed to becoming mem- 
bers or being integrated under the Social Security Act and, furthermore, as 
of date, May 20, 1958, are opposed to any amendment to the Social Security Act 
which would allow them to vote in the future for the purpose of becoming inte- 
grated under the provisions of the Social Security Act. 

I have advised the secretary of the association that the views expressed will be 
transmitted to the committe. 

Sincerely, 
CHESTER E. Merrow, Member of Congress. 


HOUSE OF REPRESENTATIVES, 
Washington, D. C. June 18, 1958. 


Representative W1iLBuR D. MILLS, 
Chairman, House Ways and Means Committee, 
Room 1131, House Office Building, Washington, D. C. 

DEAR CONGRESSMAN MILLS: Enclosed please find letter from the secretary of 
the New Hampshire Permanent Firemen’s Association opposing inclusion of 
New Hampshire firemen under the provisions of the Social Security Act. I 
would appreciate it if this resolution is included in the social security hearings. 

Respectfully, 
PERKINS Bass. 


NEW HAMPSHIRE STATE PERMANENT FIREMEN’S ASSOCIATION, 
OFFICE OF THE SECRETARY, 
Portsmouth, N. H., June 14, 1958. 
Hon. PERKINS BASss, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Bass: The following motion was made at the annual meeting of 
this association and that a copy be sent to our Senators and Representatives in 
Washington. 

Moved: That the New Hampshire State Permanent Firemen’s Association re- 
states and reestablishes its position of May 19, 1953, and September 21, 1954, 
that the firemen of the State of New Hampshire are opposed to becoming mem- 
bers or being integrated under the Social Security Act and, furthermore, as 
of date, May 20, 1958, are opposed to any amendment to the Social Security 
Act which would allow them to vote in the future for the purpose of becoming 
integrated under the provisions of the Social Security Act. 

Yours very truly, 
JosrepH H. Hupson, Secretary. 


HOUSE OF REPRESENTATIVES, 
Washington, D.C., June 18, 1958. 
Hon. WILBUR MILLS, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: Attached is a letter urging passage of H. R. 8309, Con- 
gressman Reed’s bill to eliminate quarterly reporting of social-security deduc- 
tions. 

I would appreciate it very much if the committee could accept this letter as 
testimony for the record in your hearings on social security law amendments, as 
I feel my correspondent is making some very good sense here. 

Thank you for this courtesy. 

Kindest regards. 

Sincerely, 
Congresswoman Cora KNUTSON. 
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Gero. A. HoRMEL & Co., 
Austin, Minn., April 14, 1958. 
Re H. R. 8309. 
Hon. Cova KNUTSON, 
House Office Building, Washington, D. C. 


DearR Mrs. Knutson: This is a bill to eliminate the requirement that em- 
ployers file with the Social Security Administration a quarterly report of wages 
paid to each employee. This information would be reported once a year in the 
form of a withholding-tax statement (form W-2). 

It is our thought that the quarterly report is unnecessary, and we know 
that it is expensive for us to prepare it. We suspect that it is expensive to the 
Government in the further handling of it in the Social Security Administration. 

We are informed that this legislation has been endorsed not only by Presi- 
dent Eisenhower in his budget message to the Congress, but also by the Internal 
Revenue Service, the Social Security Administration itself, and the Hoover Com- 
mission Task Force. 

Although we believe that employers generally would welcome the elimiation 
of this quarterly report, we understand that there is some opposition to its 
elimination within the Department of Labor. They are fearful that should this 
principle be adopted for social-security filings, it might become a pattern for 
many of the States which now have quarterly wage reporting and which pay 
benefits based on the highest quarter’s earnings. The Department of Labor has 
taken the position that a benefit based on the highest quarter of earnings is the 
best for labor because greater benefits that are paid usually will go to people who 
work an a seasonal basis or who are not regularly on the labor market. There- 
fore, we also feel that State reporting would be best on an annual basis, and to 
the extent that the Federal law in question might influence the States, we think 
it is a good thing. 

It is our understanding that the bill, after introduction, has been referred to a 
standing committee and that no action has been taken by the committee. We are 
writing to inform you of our thought that this is desirable legislation, and that 
although it may not be as glamorous as some of the antirecession and agricultural 
proposals, we believe that it is important legislation and that the committee to 
which it has been referred should be urged to act upon it. 

Yours very truly, 
H. H. Corey, 
Chairman of the Board. 


HoUsE OF REPRESENTATIVES, 
Washington, D. C., June 25, 1958. 
Hon. WILBUR MILLS, 
Chairman, House Ways and Means Committee, 
New House Office Building, Washington, D.C. 

Dear COLLEAGUE: It will be greatly appreciated if you will bring the attached 
letter from Mrs. Leo de Rochford to the attention of your committee in consid- 
ering relevant social security legislation. I believe she has made a number of 
points which merit being brought to the attention of the committee members, 
and would also like to have you include this communication as a part of your 
committee hearings covering this subject. 

With kindest personal regards, 

Sincerely yours, 
OTTO KRUEGER, 
Member of Congress. 


BIsMARCK, N. DAK., June 18, 1958. 
Representative Orro KRUEGER, 
House of Representatives, Washington, D.C. 

Dear Sir: According to the Washington News Report, the House Ways and 
Means Committee is thinking of taking the social security benefit bills of 1950, 
1952, 1954, and 1956 off the shelf. And, with the 1958 election year, it again 
becomes a political football. 

When this S. C. was set up, it was so done to protect the aged, or those whom 
in many cases were forced to retire at 65, and they paid in religiously, thinking 
that this was the true motive of it—protection in old age. 

Elections should definitely not enter into this; this a benefit for old folks, 
including widows, whose husbands and in many cases themselves, contributed 
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all these years faithfully, thinking that in their old age they would be protected, 
and well enough. 

If both are living it is fine in most cases; the home can be protected and 
living goes on nicely; but a widow cut to a fraction of her husband’s 8. C. has 
a bad time. Most of these oldtimers are of the old school and have their own 
homes. The expenses such as taxes and upkeep go on just the same when she 
becomes a widow. (And these are raised according to the progress of your 
city, a thing that you were not thinking about, say 20 to 30 years ago. All 
these extra or special taxes they levy against the old homes on demand of the 
progression of new additions to a city.) The only expense that is less is the 
food and clothing bill. 

I don’t know much about what they call across-the-board liberalization of 
bene(its, but I do know that the widow suffers in many cases. I think that she 
should be given thought, and much deliberation should be done on this |. hase of 
social security benefits. 

Sincerely, 
Mrs. LEo pEROcHFOrRD. 


House OF REPRESENTATIVES, 
Washington, D. C., June 28, 1958. 
Hon. Wiisur D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 


Dreark Mr. CHAIRMAN: In connection with your committee’s consideration of 
amendments to the Social Security Act, I am sending you herewith a letter I 
received from two of my constituents which points up a situation that I would 
respectfully refer to you for study and remedy, if at all possible. 

I will appreciate your having this letter made a part of the committee’s record 
of hearings. 

Sincerely, 
DANTE B. FASCELL, 
Member of Congress. 


MIAMI, Fxa., June 10, 1958. 
DANTE B. FASCELL, 


Member of Congress, Fourth District of Florida, 
House Office Building, Washington, D. C. 


DEAR Sir: Mrs. Schwenn and I wish to thank you very much for your letter of 
October 17, 1957, in reply to our letter of October 5, 1957. We were delighted to 
know that you share our opinion regarding the inadequacy of the present social 
security program in these days of soaring inflationary prices. 

In view of your opinion I should like to relate my own particular case in the 
sincere hope that, with the revision of the present law, there will be written a 
section which will take care of the needs of those, who in time of war, have volun- 
teered their services to their country. 

Early in 1942 I volunteered my services to the Army Transport Service as a 
chief steward aboard a high octane tanker. At this time I was 62 years of age 
and were it not for the urgent need of men of my particular training and back- 
ground would not have volunteered for this duty. Social security deductions 
had been made from previous jobs since 1939. However, from the time of my 
acceptance into the Army Transport Service, all activity under social security 
was dropped and deductions were made from my pay for civil service retirement. 

My tour of duty with the Army Transpert Service lasted until August 1945. 
Most of these 3 years were spent in the Southwest Pacific. Shortly after my 
separation from the Army Transport Service the Civil Service Retirement Division 
informed me that, because I had not served 5 years under civil service I would 
not be entitled to annuity benefits under the civil service retirement plan but that 
they would refund all money paid into their fund during my tour of duty. 

Upon receiving this information I contacted the social security board here in 
Miami asking if it would be possible to transfer the total amount to them and 
receive credit for the time spent in the Army Transport Service. They replied 
that there was nothing in the law which would permit them to accept this 
procedure so I withdrew the full amount paid into the civil service retirement 
fund. 

As a result of the above I am receiving only $62 a month and my wife $31 
under the social security plan. This is not enough to take care of the necessities 
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of life and were it not for the fact that we are able to rent a garage apartment 
in the rear of our house we would be in difficult circumstances. 

As the social security law presently reads we do not know if anything can be 
done about our particular case. If so, we would very much appreciate your 
guidance and suggestions. 

We sincerely trust that when the social security law is revised it will permit 
a more adequate coverage to persons who may be called upon to serve their 
country in time of war or any other similar emergency. 

We shall continue to follow your career with interest and wish you health and 
continued success in the service of the people of south Florida and your Nation. 

Sincerely yours, 
HELMUTH SCHWENN. 
ANNA SCHWENN. 





STATEMENT OF CHARLES C, FICHTNER, EXECUTIVE VICE PRESIDENT, BUFFALO 
CHAMBER OF COMMERCE, ON PropOSED AMENDMENTS TO SOCIAL SEcurIty Act 


The Buffalo Chamber of Commerce recommends that none of the hundreds 
of bills introduced in the 85th Congress to liberalize the Social Security Act be 
considered for enactment prior to the completion of the study and filing of 
a report of the findings by the Advisory Council appointed by the Secretary 
of Health, Education, and Welfare. That report, to be presented early in 1959, 
will be essential as a guide to remedial legislation directed toward actuarial 
soundness of the social security system. 

While old-age and survivors benefits should be adequate to provide the basic 
essentials of life, it was not the original intent of the act, nor is it socially 
desirable and financially possible for the social security system to provide all 
of the amenities. Individual benefits must be augmented by personal savings, 
private, local, and family assistance, and by pensions which have become wide- 
spread among employers and more and more generous in amount. 

The biennial liberalizations in social security, which have marked the period 
since 1950, have resulted in the social security system paying out more cash bene- 
fits than it is taking in from payroll taxes and from interest on the social security 
fund. The present drain on the fund is officially predicted to continue for a 5- 
year period ending June 1962 and to involve a net loss of 3 to 4 billion dollars. 
After the low level of $19 billion is reached in 1962, the fund is expected again 
to rise due to the increase in taxes from 24% percent on both employer and em- 
ployee to 2% percent beginning January 1, 1960. That forecast is based on 
the present scale of benefits. If additional benefits are added to the present 
scope of the system, still higher taxes will be required. These increased payments 
required of employers and employees would be unduly burdensome on both at 
a time when local, State, and Federal taxes are at record or near-record high 
rates with no prospect of significant reductions. 

Because there are many private and public programs now available for dis- 
ability insurance, there is no necessity to add those coverages to the social se- 
curity system. Under a federally administered program there would be many 
dangers of costly abuse in addition to the normal difficulties of determining 
valid cases of disability. The cost of such a Federal program would be unpre- 
dictable and possibly ruinous. 

While the Nation certainly wants to provide for its 11 million pensioners, 
it should not be overlooked that the burden of providing these benefits falls 
on 60 million workers and their employers who are paying the taxes. If the sys- 
tem is to deliver the benefits it promises, it must be on a sound financial basis; 
it must have adequate revenue from taxes. Bused on the principle of the greatest 
good to the greatest number, we urge rejection of all proposals to enlarge bene- 
tits and to increase taxes at this time of economic uncertainty. To repeat, any 
consideration of changes should await the findings and recommendations of the 
Advisory Council. 


The CHarrman. Without objection, the committee adjourns until 


10a.m., Monday morning. 
(Whereupon, at 12:40 p. m., the committee adjourned until 10 a. m., 


Monday, June 23, 1958.) 
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MONDAY, JUNE 23, 1958 


House or REPRESENTATIVES, 
ComMITTer ON Ways AND MEANns, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CuarrmMan. The committee will please come to order. 

Our first witness this morning is our colleague from Georgia, the 
Honorable James C. Davis. 

Judge, if you will tell us the number of your congressional district, 
we will recognize you. 


STATEMENT OF REPRESENTATIVE JAMES C. DAVIS, OF GEORGIA 


Mr. Davis. Mr. Chairman, the Fifth Congressional District of 
Georgia. 

The CuHarrMan. Fine. You are recognized. 

Mr. Davis. Mr. Chairman and gentlemen, I introduced House bill 
H. R. 4196 on January 31, 1957, and I appear today to urge your 
honorable committee to give consideration to this bill, and to take 
favorable action upon it. 

This bill would amend title II of the Social Security Act so as to 
provide that an individual may qualify for the disability freeze, if 
such individual has 40 quarters of coverage, regardless of when such 
quarters of coverage were obtained. 

As I understand it, under the present law it is necessary that an 
individual must have been covered for at least 6 quarters during the 
13-quarter period preceding the disability, and at least 20 quarters 
during the 40-quarter period preceding the disability. House bill 
H. R. 4196 would provide an alternative to this requirement, which 
would permit a person who had 40 quarters of coverage to qualify 
regardless of when the 40 quarters of coverage were obtained. It 
would thus provide an alternative method of obtaining insured status 
for purposes of the disability freeze. 

The law as it now exists works some very serious injustices to some 
people without any fault or blame whatsoever on their part. I have 
one constituent who was under covered employment and paid the 
maximum amounts from 1937 through 1944, inclusive. In 1945 he 
become self-employed, and was therefore ineligible for coverage 
through the year 1950. He became eligible under self-employment 
coverage from 1951, and paid the maximum amounts for the years 
1951 and 1952 and some coverage for the first quarter of 1953. 
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Because of a heart ailment, he was forced to dispose of his busi- 
ness as of August 1, 1952, and has been unable to work since that 
time. However, his income for the year 1952 was in excess of the 
maximum social security coverage, and therefore he did have full 
coverage for that year 

You can readily see the unfortunate position in which this man is 
placed. There are many beneficiaries who do not have as much 
coverage as this man who are covered under the social-security law 
because the period of their employment or coverage places then under 
the provisions of the law as to time, while some people with much 
more coverage are left out because the time of their mepbogsnent or 
coverage does not fall within the time limit prescribed by the law. 

I believe the injustice of such situations will appeal to you. 

I have another constituent who was covered from September 1942 
to September 1946 and again from December 1950 to Oc tober 1 15, 1955. 
He was informed that he lacks just three quarters of having enough 
coverage to place him on the disabled list. His lacking of those three 
quarters is due to the fact that the Government agency where he was 
employed took him out from under social security about the 23d of 
January 1955 and placed him under civil service status, and started 
taking retirement deductions out of his pay. He did not know why 
this change was made by the Government. It certainly left him in a 
deplorable status. 

While there may not be a large number of employees in this unfor- 
tunate status, to those who are in it it is a great injustice, I think. I 
sincerely hope you will see fit upon consideration of this bill to report 
it favorably and relieve a great inequity which has befallen some 
employees, and which could “not have been avoided by them through 
any act whatever on their part. 

I thank you very much, gentlemen, for this opportunity. 

The Cuarrman. Mr. Davis, we appreciate your bringing these mat- 
ters to the committee’s attention in these heari ings. 

You and I discussed the first case on numerous occasions, and I have 
agreed with you that there do appear to be justifications for some 
change i in the direction you recommend in that case. 

It does seem to be quite a hardship on individuals who have as much 
as 40 quarters of coverage and, as in the circumstances that existed 
in your constituent’s situs ation, be deprived of the disability program. 

Mr. Davis. Mr. Chairman, you have been very kind to discuss this 
with me, and I appreciate very much having this opportunity to present 
it to the committee. 

The Cuarrman. Mr. Reed. 

Mr. Reep. I want to commend you, sir, for your statement. I have 
great confidence in your whenever you make a statement of any kind 
on the floor or in committee. 

Mr. Davis. Thank you so much, Mr. Reed. I deeply appreciate that 
kind remark. 

The Cuairman. Are there any further questions ? 

If not, we thank you, sir, for coming to the committee. 

Mr. Davis. Thank you very much, Mr. Chairman. 

The CuarrMan. Our next witness is our colleague from Ilinois, the 
Honorable Marguerite Stitt Church. 

Mrs. Church, what is the number of your district? 
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STATEMENT OF REPRESENTATIVE MARGUERITE STITT CHURCH, 
OF ILLINOIS 


Mrs. Cuurcu. 13th District of Illinois. 

The Cuarrman. You are recognized. 

Mrs. Cuurcu. Mr. C hairman. and members of the committee, I ap- 
preciate the privilege of coming before you, and, knowing of the 
many who wish to testify on matters of major significs ance, my testi- 
mony will be brief and, I hope, succinct. If I seem to go a bit afield 
before getting to the bill I introduced it is because it is one of a series 
of bills | pending i in committees, and I would like to give a little bit of 
the background of the series. 

The decision to introduce H. R. 11658 came after I had made a 
study of restrictions placed on women payees throughout the entire 
federally controlled retirement system. Admittedly, my interest was 
first aroused through what actu: illy was a casual reading in March of 
the folder describing the United States Civil Service retirement sys- 
tem, which prov ided—I was shocked to find—the first discrimination, 
legal or otherwise, against women Members of Congress that I had 
encountered. 

The fact that such discrimination was, in fact, legalized discrimi- 
nation, in my mind, made matters worse. This seemed to present 
definite evidence that—through inadvertence I am sure—the other 
Members of the House of Representatives were inflicting hardship on 
women Members who, in good faith and with equal assumption of re- 
sponsibility, were serving on purportedly equal basis with their male 
colleagues. 

This discrimination, with regard to the Civil Service retirement 
system, is cont: 1ined in section VI of the Certificate of Congressional 
Membership in the United States Civil Service retirement system, 
which reads in part as follows: 


VI. ANNUITIES TO SURVIVORS OF MEMBER * * * 


2. Survivor annuity to widow.—A widow, to qualify for a survivor annuity, 
must 
(a) have been married to the Member for at least 2 years immediately 
preceding his death; or 
(b) be the mother of a child born of her marriage to the Member * * *, 

3. Survivor annuity to widower.—A widower, to qualify for a survivor an- 
nuity, must— 

(a) have been married to the Member for at least 2 years immediately 
preceding her death ; or 

(b) be the father of a child born of his marriage to the Member; and 

(c) at the time of the Member’s death be incapable of self-support be- 
cause of disability ; and 

(d@) have received more than one-half his support from the Member. 

In other words, I found that all Members of Congress—whether 
men or women—pay into the retirement fund the same amount, but 
the benefits are far from equal. 

A man, from whose monthly salary a certain payment is withheld, 
‘an, upon his retirement, after appropriate designation, direct that 
when he dies a certain monthly annuity be made to his widow merely 
on the basis that she is a widow and qualifies as described above. 

A woman Member, from whose monthly salary an identical amount 
is withheld, finds her benefits limited, however, in that upon her retire- 
ment, even though she might like to make identical appropriate desig- 
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nation, a monthly annuity equivalent to that allotted to the widows of 
her male colleagues can only be paid to her husband if he is incapable 
of self-support “because of disability and has received more than one- 
half of his support from his wife. 

It is difficult for me to believe that the Members of the House inten- 
tionally voted such discrimination. I feel that in the case of most male 
Members the vote was cast—as it assuredly was in the case of women 
Members—without knowledge that such discrimination was being 
applied. 

After careful thought and, I might add, mounting indignation that 
in this respect all Members of the House of Representatives and all 
Members of the Senate, regardless of sex, are not truly given equal 
privileges—I decided to introduce a bill to rectify this matter in re- 
gard to our own legislative retirement system. 

I might add, with a touch of understanding lightness, that I felt 
it appropriate for me to be the one to do so since I am single and very 
definitely contemplate neither retirement nor marriage. My action 
in this matter should, therefore, be regarded only as an attempt to 
rectify what constitutes a grievous injustice, as well as a demonstra- 
tion—unintentional, I repeat—of the fact that even in the Congress 
of the United States women are still regarded in some respects as 

“second-class citizens.” 

My first intent was only to introduce legislation which would correct 
this congressional discrimination. This meant, however, that such 
amendment would have to be eens to the entire Civil Service Act. 
I, therefore, introduced H. R. 12352 for this purpose, which bill has 
been referred to the Committee on Post Office and Civil Service. 

When I studied the matter further, however, in preparation for the 
introduction of H. R. 12352, I discovered that similar discrimination 
regarding the right of women to direct the end use of their retirement 
benefits existed in all retirement legislation affecting employees under 
federally administered retirement systems. Under the Social Security 
Act, for instance, the widow is entitled to receive three-fourths of the 
primary insurance amount of her deceased husband if she qualifies 
under the definition of a widow. 

The widower, also, is entitled to three-fourths of the primary insur- 
ance amount of his deceased wife if he qualifies under definition of 
widower but with the added stipulation that he must have been re- 
ceiving— 
at least one-half of his support, as determined in accordance with regulations 
prescribed by the Secretary, from such individual at the time of her death and 
filed proof of such support within 2 years of such date of death, or was receiving 
at least one-half of his support, as determined in accordance with regulations 
prescribed by the Secretary, from such individual, and she was a currently in- 
sured individual, at the time she became entitled to old-age insurance benefits 
and filed proof of such support within 2 years after the month in which she be- 
came so entitled. 

I certainly would not put myself in the position of seeking relief 
for women Members of Congress, congressional employees, and civil 

service employees without, w ith equal justice, seeking equal redress for 
all women who, under the federally controlled retirement system, 
similarly pay equal amounts toward retirement without equal benefits. 

I, therefore, was led to introduce, in addition to H. R. 12352 men- 
tioned above—to amend the Civil Service Retirement Act to provide 
equality of treatment with respect to widows and widowers under 
such act—the following 2 additional measures: 
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H. R. 11657: To amend the Railroad Retirement Act of 1937 to eliminate the 
requirement that a husband or widower have been dependent upon his wife in 
order to qualify for a spouse’s or widower’s annuity on the basis of her wage 
record, 
eR. 11658: To amend title II of the Social Security Act to eliminate the 
requirement that a husband or widower have been dependent upon his wife in 
order to qualify for husband’s or widower’s insurance benefits on the basis of 
her wage. 

This the bill H. R. 11658 would do merely by amending each section 
and paragraph of title II of the Social Security Act which, under the 
present wording, affects or limits the benefits to be paid a widower or 
husband, except those limitations already existing in the act concern- 
ing the eligibility of wives or widows to receive such benefits. The 
bill does not seek to affect, in any other way, title IT or any other title 
of the act. 

It is on H. R. 11658, referred to your committee, that I appear this 
morning. 

It is my earnest hope that in the current consideration of amend- 
ments to the Social Security Act, this thoughtful and experienced 
committee will give careful study to the necessity, on the basis of 
justice, to my proposal that women workers under social security, if 
required to pay the same amount as men workers, be given the identical 
benefits. 

On the basis of justice there can be no adequate denial of their right 
to receive equal benefits. On the basis of equity there seems no ground 
whatsoever for the collection of equal payments from men and women 
workers if benefits therefrom are not identical. 

I have tried, sympathetically, to understand how such discrimina- 
tion was ever entered upon in the first place. I have been told by one 
of my colleagues that “It was probably a matter of dollars and cents. 
To extend the right to women to have their husbands receive monthly 
annuity benefits “would add too great a financial burden on the social 
security and other parallel Government-administered retirement 
systems.” 

[ refuse to admit that in this era, even economy is an adequate 
reason for discrimination of this nature. If it be the reason, it is 
certainly not an adequate one for permiting the United States Gov- 
ernment to collect identical payments from men and women with 
unequal benefits, according to the sex of the payee. 

There is, however, Mr. Chairman and members of the committee, 
another compelling | reason; the very economics of our present-day 
situation wherein the cost of living on all counts has caused women 
to share the load of family support. 

It can no longer be argued—as once was perhaps contended—that 
women work just because they want to and that women as a whole 
can be assumed to be the “protected” member of the family; and that 
a husband, therefore, deprived both of his wife and of her earning 
capacity, may reasonably be expected to take on the full load of per- 
sonal and family support. Such an argument, even if tenable at any 
time in the past, is, and I would add, perhaps unfortunately, presently 
definitely outmoded for the average American family. In evidence 
of this, a recent report made by “the United States Bureau of the 
Census reveals that approximately y 28 percent of all married couples 
were working in the spring of 1957, representing an increase from the 
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end of World War II, when the proportion had already risen to 20 
percent. 

The Women’s Bureau of the Department of Labor reports that 
during the week of May 11-17, 1958, under our present economic 
system, 21,075,000 women in this country were remuneratively em- 
ployed. 

The United States Civil Service Commission reports that during the 
year 1957 there were appreximately 500,000 women employed under 
Civil Service—many of whom we enjoy relief from existing dis- 
crimination by the passage of H. R. 12352, described above as pend- 
ing before the Committee on Post Office and Civil Service. 

The Railroad Retirement Board stated that approximately 98,000 
women performed railroad service in 1957, and were, therefore, cov- 
ered unequally under the Railroad Retirement Act. 

On checking with the Social Security Administration to determine 
how many women might actually be benefited by the passage of H. R. 
11658—for which I am this morning urging consideration—some 
amazing figures came to light. 

I have been assured by that Administration that of the 62.6 million 
women, 14 years of age and over, living in this country as of January 
1, 1957, 44.3 million are listed as being covered under the Social Se- 
curity Act as of that date. 

It has been impossible for me to ascertain the proportion of these 
women so covered who are married and who have, out of need, been 
contributing to the support of their husbands and families. My close 
personal investigation in 1957, however, of the family budgets and 
circumstances of the postal employees in the many post offices in my 
large district showed a tremendous percentage of families which, 
without the earnings of the wife and mother, could not in any sense 
meet the cost of living. I am sure that, if available, the facts regard- 
ing married women covered by the Social Security Act would sustain 
my conviction that the earnings of married women workers, in large 
proportion, are essential for adequate family support. 

In the same way that the death of a husband or a father definitely 
cuts the income and possibilities for comfort or advancement for his 
entire family, so, in countless instances, the death of a wage-earning 
mother not only removes her maternal services and love, but deprives 
her family of a large measure of the support on which the husband 
and the family have come to count. 

In addition, in the case of small children the same supervision and 
care provided for the children in order that the mother might work 
must now be provided by the father alone, in order that he may keep 
up his wage-earning activities and support of the family. 

It is true that there is now provision in the Social Sec urity Act 
whereby monthly benefits can be paid to dependent children upon 
the death of a mother who is covered under the Social Security Act 
if the mother had worked for at least 114 years during the 3-year 
period immediately ee her death—but such provision in no 
sense equals benefits now available under the law to a widow and her 
children. 

My plea for needed remedy through the proposed legislation is bas- 
ically a plea for justice and against the discrimination by which, I 
repeat, a woman who pays the uniform social security requirement 
receives less benefit on the ground that she is a woman. 
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I would like, humbly, to assure the committee that I am in no sense 
a “feminist” as that word is known. I would like to go on record 
as stating that I personally know that the happiest life for a woman 
remains and will always be a life within her own home, taking care of 
her own family, and providing for her children the care and affection 
that only a mother can give. I recognize, however, that in hundreds 
of thousands of cases in this country there has grown up an actual 
need for women to contribute to the support of their families. We 
are now living at a time and stage of civilization where, as I have 
said, women are employed as a major and, in fact, essential working 
force in this country. 

The fact that current failure by the law to provide equal benefits 
to surviving husbands of women workers constitutes hardship is not 
the basic argument for H. R. 11658. The fact is that the 21,075 
working women of this country, as reported above—if they pay 
equally—are entitled to equal survivorship benefits as a matter of 
justice. It cannot be denied that those among this group who are 
working in positions covered by the Social Security Act are currently 
paying into the social security retirement fund amounts equal to that 
paid by men workers, but that they are receiving unequal benefits. 
This is a situation which I deplore, admittedly, because it is inimicable 
to the best interests of their families—but even more because it is 
basically discriminatory and unjust. 

I would respectfully request that this great committee look into 
this situation with the interest, sympathy, and high sense of justice 
with which it has reviewed and solved so many of our basic financial 
and social problems. 

I would hope that the principle and the provisions of H. R. 11658 
might be embodied in any amendments to the Social Security Act. 

The Cuarrman. Mrs. Church, we want to thank you for coming to 
the committee and bringing us the benefit of your views. You made 
a very fine statement. 

Mrs. Cuurcu. Thank you. 

The CHarrman. Mr. Mason. 

Mr. Mason. The lady from Illinois has called my attention to an 
inequity that I did not know existed, and I have been on this com- 
mittee for 10 years or more. 

The lady also presented a very persuasive and logical argument 
which, I must say, is rather unusual for ladies to present. 

Mrs. Cuurcn. I would thank the gentleman. If the gentleman 
would permit me, I might, however, say that his words offer additional 
proof that inso many ways this is still a man’s world. 

Mr. Mason. That is all. 

Mrs. Cuurcu. I thank the gentleman. 

The Cuarrman. Thank you again, Mrs. Church. 

Our next witness is our colleague from West Virginia, the Honor- 
able Robert C. Byrd. 

Mr. Byrd, what is your congressional district ? 


STATEMENT OF REPRESENTATIVE ROBERT C. BYRD, OF 
WEST VIRGINIA 


Mr. Byrp. The Sixth District of West Virginia. 
The CHatrmMan. You are recognized, sir. 
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Mr. Byrp. Mr. Chairman, I desire first to congratulate the Com- 
mittee on Ways and Means for holding hearings on proposed amend- 
ments to the Social Security Act. 

I hope at this time that you will give serious consideration to pro- 
posals that would reduce the retirement age to 60 and provide much- 
needed relief to a group of our older citizens who find themselves 
in dire financial straits because they are unable to work or unable 
to find jobs. Moreover, an increase in the amount of benefits is cer- 

tainly due for present social-security benefits were established before 
the cost of living reached the spectac ular point at which it stands today. 

We are coming to realize that the traditional retirement age of 65 
is an arbitrary figure which does not necessarily reflect the economic 
facts of life. By instituting cash benefits for workers over age 50 
who are permanently and totally disabled, the Congress in 1956 recog- 
nized that chronological age is not the only or, for that matter, the 
most important factor in the ability of an individual to earn a living. 
Moreover, further recognition of this fact was provided, by the same 
amendments, in reducing the retirement age for women to 62. This 
was another step in the evolution of a realistic retirement policy. 

However, although the 1956 amendments constituted the first break 
in the arbitrary requirement of age 65 since the inception of the pro- 
gram in 1935, it was a timid step and one which was not Wiss 
certain inequities. Wives at 62 had the hard choice of taking a 
percent reduction in their benefit or waiting for a full benefit at 65, 
and the woman worker had the same choice as to a benefit reduced 
by 20 percent at age 62. But perhaps the greatest failing of this 
compromise measure is the demonstrated fact that many people at 
age 62 do not have the opportunity to make this choice as to whether 
they wish to retire or to stay on the job. 

First of all, let it be perfectly clear that this reduction in the social- 
security retirement age does not mean that all workers are going to 
retire at this age. Retirement under our social-security system is 
purely a voluntary matter. This is illustrated by the fact that, al- 
though the present retirement age for men in the social-security system 
has alw: ays been age 65, the average age at which they actually leave 
their jobs and apply for benefits is over 68. 

The fact that people work beyond the age of eligibility for social- 
security benefits is not because of ignorance of the provisions of the 
law. This was shown by a 1951 Social Secur ity Administration sur- 
vey which indicated that very few people quit their jobs merely to 
draw benefits. The survey showed that slightly more than half the 
retired workers receiving benefits had quit their jobs while the re- 
mainder had lost their ‘jobs. Furthermore, the overwhelming ma- 
jority of those who quit their jobs did so, they reported, because , of ill 
health. 

Those persons who quit for health reasons, added to those who were 
forced to retire because they had lost their jobs, brought to more than 
four-fifths the proportion of beneficiaries who had been forced into 
retirement. 

It is significant that only about 5 percent of the beneficiaries retired 
voluntarily while in good health to enjoy their leisure. But it would 
be only fair to point out in this regard that perhaps it is difficult to 
enjoy one’s leisure upon the average social-security benefit which pro- 
vides less than $800 a year. 











SOCIAL-SECURITY LEGISLATION 453 


It also should be made perfectly clear that we should not decrease 
our efforts to provide job opportunities for those people who wish to 
continue in gainful employment and are able todo so. I applaud the 
efforts of the Department of Labor to convince employers of the value 
of hiring older workers. But this program, which has been restricted 
to merely pious exhortation for the most part, will at best solve the 
problem for only a few older workers. A program which is truly 
responsive to the needs of all older workers must provide some cash 
income to those of our senior citizens who have no option but to leave 
the labor force at a time when they are not old enough to qualify for 
social-security benefits. 

Therefore, the basic object of reducing the retirement age to 60 is to 
free the worker at that age so that he may make an independent de- 
cision, based on his own situation, as to whether he can with dignity 
continue to work. 

I believe it is high time that we faced up to the reality that a great 
many people are forced off the job as they approach age 60 because 
of the kind of work they must perform. As they grow older they 
often find themselves exposed to working conditions of heat, intensity, 
pace, load, risk, and responsibility which are beyond their physical 
ability. No matter how anxious such a man or woman may be to 
stay on the job, neither he nor his employer can overlook the fact 
that his ability to perform this particular kind of work is not what 
it was. 

Many people, particularly those who have worked all of their lives 
at. hard physical labor, suffer injury and chronic ill health during 
their later working life. They are in the twilight zone, being unable 
to qualify under the strictly administered definition of permanent 
and total disability, but so handicapped that they are unable to find 
a job which provides them with a reasonable standard of living. 
Their plight is particularly distressing inasmuch as they have ex- 
hausted their unemployment compensation benefits and must look 
forward to many years of privation before they reach the present re- 
tirement age. 

Once a worker loses the job he has held all of his life, his chances 
of obtaining another less strenuous job paying a decent wage are very 
remote. This situation becomes much more acute in times such as 
these when unemployment is rising. 

There seems to be a growing trend against hiring people who have 
barely passed 40, and the disadvantage increases anal with each 
additional birthday. In the recent 7-area study conducted by the 
Department of Labor it was revealed that persons age 45 and over 
comprise 40 percent of those seeking a job, and the rate increases as 
age increases. Moreover, this study showed clearly that unemployed 
older workers have less chance of finding employment than younger 
people. Older men, who accounted for over two-fifths of the male 
job seekers, represented less than one-fourth of the total hires of men. 

But this story cannot be told by statistics alone. Even more signifi- 
cantly it is the story of the machine-tool operator who at 60 is laid off 
because his plant has been retooled in this age of automation. It is 
the story of the faithful bookkeeper who has worked for just one firm 
all of her life and, for the first time in 25 years, finds herself looking 
for a job. It is the story of the housewife, widowed at age 60 by the 
untimely death of her husband, who has never had any experience in 








454 SOCIAL-SECURITY LEGISLATION 


the job market and now must seek some means to support herself un- 
til she reaches the present eligibility age of 62. 

What is the prospect facing these people ¢ 

More than half of all job openings for salesmen are restricted to men 
under 35. Well over one-third of all job openings from public util- 
ity, communication, real estate, and banking companies specify 35 as 
the maximum hiring-age limit. Scores of companies will not con- 
sider a stenographer o a filing clerk if she is over 35. 

If this is the fate of a bitter, baffled, and growing group of our 
countrymen in their middle years, consider the circumstances of older 
men and women who are now looking fora job. 

I believe that our startling gains in productivity in this century 
have made it inevitable that the shorter average work life, which has 
been steadily declining during each decade, is here to stay. This revo- 
lution in productive capacity also means that the opportunity to re- 
tire at age 60 will not, as has sometimes been suggested, result in a 
reduction of our power to make the goods necessary for a prosperous 
economy and an effective national defense. 

Let us look at a few of the figures which tell this story. It is not 
likely that many workers who are perfectly able to continue on their 
jobs would leave employment because of such a change in the present 
law. But let us assume, for the sake of argument, that about 1 mil- 
lion people between 60 and 65 would decide to retire under my pro- 

osal. 

First of all, this 1 million is almost exactly the number of people 
who-enter the labor force each year. Thus, each worker who decides 
to retire will help to create a job opening for a young person begin- 
ning his working life. 

Moreover, the increase in productivity per man-hour—about 36 per- 
cent since World War Il—more than compensates for the man-hours 
of work lost through such retirements. One worker nowadays can 
produce as much as 3 workers did 50 years ago. And this steady 
increase in productive capacity makes it possible for the worker who 
retires at age 60 to have produced far more in his shorter working life 
than did his father or grandfather who retired at age 75. 

In this age of increasing mechanization and automation we must 
always remember that job opportunities are being continually shifted 
and, in many cases, limited. The heaviest sufferers in such realine- 
ments will inevitably be the older worker who has lost some of his 
flexibility to cope with the changing industrial scene. It is quite a 
blow to a man nearing his sixties to have his job eliminated or changed 
to such an extent that the skills he has built up during a long work- 
ing life are no longer needed. I am heartily in favor of the efforts 
to retrain and reemploy these men and women because I am fully 
convinced that most of them would rather stay on the job than retire. 
But I am also convinced that this is not the answer for many of these 
tragic cases, and that a more realistic social-security retirement age 
must go hand in hand with efforts at reemployment if a real solution 
is to be found to this perplexing problem. 

Anyone who honestly looks at the present situation will, I believe, 
recognize that there are a number of factors which are acting inexor- 
ably to lower the retirement age, whether we like it or not. First of 
all, as I have pointed out, the best evidence shows that many men 
and women between the ages of 60 and 65 are simply unable to work. 
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Secondly, it is also quite clear that workers in this age group who 
are able to work experience extreme difficulty in finding suitable 
employment. And finally, it is becoming increasingly evident that 
our new productivity is shortening the length of our working lives 
just as certainly as it has shortened the length of the working week. 

The reduction of the retirement age is, to my mind, one of the most 
important single improvements which must be made in our social- 
security system today. 

The other very essential change which we must face up to is an 
increase in the amount of benefits paid. For no increase has been 
made in the amount of social-security benefits since 1954, while the 
cost of living has been steadily climbing. The monthly heading, 
“Living costs reach new peak,” which has been appearing regularly 
for the past 2 years, is no news to our older men and women whose 
social-security check is based on 1954 purchasing power. 

Sometimes we forget, I think, that the money paid out in social- 
security benefits is not only a means of providing an assured income 
for our older people, but it is also a very important means of increas- 
ing consumer purchasing power. 

We have recognized the unprecedented and persistent rise in living 
costs by increasing the pay of the military and civilian employees 
of the Federal Government and by increasing the amount of benefits 
received by people on civil-service retirement. I am certain that this 
committee will act to make the same adjustment for the more than 
1114 million Americans who are receiving social-security benefits 
today. 

It must be clear to any thinking man or woman that the older 
Americans have been steadily victimized by the sharp rise in prices 
during the past 4 years. In a real sense, these people are the special 
victims of our present economic conditions. Higher cos‘s of food 
and other essential commodities have shrunk their benefit dollars with 
every passing day. ‘Too many of our people living on social-security 
benefits are living on a food budget of around $1 a day, and I do not 
need to tell you that that is not enough, for you are as familiar with 
the prices of food as Iam. You know how many quarts of milk or 
how many loaves of bread or how many cans of soup can be bought 
on $7 a week. And you know that such a budget does not permit 
many purchases at the meat counter or, indeed, at the vegetable 
counter. 

I believe that we must in 1958, as we did in 1950, in 1952, and in 
1954, make a cost-of-living adjustment which will make it possible 
for these people to have more and better food and to buy more 
groceries. 

For, in a very real way, our challenge today is to distribute abun- 
dance rather than to share scarcity. As a free people we must find 
better ways to divide our total output of material goods equitably 
among ourselves. For when we talk about economic security for our 
parents and grandparents—and let us face it for ourselves—we are 
concerned not only with dollars and cents; we are concerned also that 
aged people in this country may have peace of mind as well so that 
they can participate with us in the life of the community, and share 
with us their wisdom and their humor as self-respecting and useful 
citizens. To this end we must keep our social-security system up to 
date and responsive to the true needs of the American people. I 
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intend to devote myself to the goal of making it a dynamic system 
which will meet those changing needs. For we must continue to 
improve it to the end that it does indeed provide the kind of security 
which Americans deserve and which they know how to provide for 
themselves through their social-security system. 

The Cuarrman. Mr. Byrd, I want to compliment you on your state- 
ment and your appearance before the committee in behalf of the sug- 
gestions that you make in the statement for modification and change 
in the Social Security Act. I know of the interest which you have 
in the program because of the many conversations that you and I 
have had in the past with respect to suggested changes in the program. 

Are there any questions / 

Thank you, sir, for coming to the committee. 

Mr. Byrp. Thank you, Mr. Chairman. Iam very grateful for this 
opportunity. 

The CuarrMan. Our next witness is our colleague from Michigan, 
the Honorable Elford A. Cederberg. 

Mr. Cederberg, what is your district ? 


STATEMENT OF REPRESENTATIVE ELFORD A. CEDERBERG, OF 
MICHIGAN 


Mr. CeperserG. Tenth. 

The CuamMan. You are recognized, sir. 

Mr. CeperserG. Mr. Chairman and members of the committee, I do 
not have a prepared statement, and it is my intention to be very brief. 

I have introduced a bill, H. R. 10105, which has for its purpose to 
amend title II of the Social Security Act to increase to $1,800 a year 
the amount of outside earnings permitted without deductions from the 
benefits thereunder. 

It seems to me that this is a more realistic figure than the present 
one of $1,200. I recognize that there are many other bills along this 
same line with varying amounts. 

I would urge that your committee give real consideration to increas- 
ing to some figure : above $1,200 the amount that can be earned without 
losing these benefits. 

Many men retire at the age of 65 only to find that, upon retirement, 
they would like to become semiactive, and yet this $1,200 a year does 
preclude that in many instances. 

I believe it would be a very fine psye hological factor for our people 
who are going to retire under this partic ular program, as well as an 
economic benefit, and I just want to take this time to urge your favor- 
able consideration of some figure above the present $1,200 figure which 
I believe to be unrealistic. 

The Cuamman. Mr. Cederberg, we thank you, sir, for coming to the 
committee and discussing your bill with us. 

Your interest, I assume, in raising the work clause from $1,200 to 
$1,800 results from the feeling that the benefits themselves are too low 
for people to enjoy the comforts of life that you want them to have. 
Is that your real reason / 

Mr. Ceperserc. Yes. I think it is true that the present benefits are 
too low. I recognize that there are financial problems that must be 
faced. As far as the solvency of the fund, and so forth, are concerned, 
I believe that raising this $1,200 figure would be of real benefit to 


SOCIAL-SECURITY LEGISLATION 457 


many people as well as an opportunity for them to be somewhat active. 

You know when a person retires and stops all of his activity all at 
once it has an effect on him. He could go out if this merease was 
adopted, earn a little more money, and still receive his benefits, which 
I think are a real factor to many, psychologically as well as 
economically. 

But I do agr ee with the chairman that some increase should be con- 
sidered, as far as the full benefits themselves are concerned. 

The Cuairman. Are there any further questions ? 

Mr. Reep. I wish to compliment you, sir, in your statement and on 
the proposal which you make. 

Mr. Creperserc. Thank you. 

The CHairman. We thank you, sir, for coming to the committee. 

Our next witness is our colleague from the other side of the Hill, 
Senator Jacob K. Javits, of New York. 

We welcome your appearance, sir. 

Senator Javirs. Thank you, Mr. Chairman. It is good to be here. 


STATEMENT OF SENATOR JACOB K. JAVITS, OF NEW YORK 


Mr. Chairman, the Department of Health, Education, and Welfare 
reports that some 11 million older citizens now receive social security 
benefits. More than two-thirds of the population is of age 65 and 
over. Yet, receiving social security benefits is not enough. The 
realities of the increased costs of living, with the index for May at 
a new high of 123.6, make absolutely necessary a reappraisal of these 
benefits. This 85th Congress has already increased the pensions of 
veterans, veterans’ widows, and retired military, postal, and civil- 
service personnel, and increased the compensation of members of the 
Armed Forces and civil service, postal, and legislative employees. 
Recipients of social security benefits should receive parallel increases. 

We have not discharged our responsibilities merely by the enact- 
ment of social security “legislation—these statutes must be kept up 
to date. I strongly urge ‘that favorable consideration be given to 
increasing the amount of OASI benefits. We must be vigilant to 
protect the welfare of our older citizens who have given the greater 
part of thier lives to the building up of our country. 

An immediate need is the lifting of the present $1,200 annual earn- 
ing limitation in covered employment for social security recipients 
under 70 years of age. This is unfair to the man who wants to keep 
his hand in, to the family which needs more than the monthly benefit 
amount to maintain a decent standard of living, and unfair to the 
economy for the older worker has many contributions still to make. 
I am the sponsor of a bill to this effect in the Senate, S. 3328, and 
there is similar legislation pending in the House of Representatives 
before your committee. 

Together with the senior Senator from New York, Mr. Ives, I am 
the sponsor of S. 1475, a bill to increase from 18 to 21 years—in the 
case of children who are attending school—the maximum age for re- 
ceiving benefits under title II of the Social Security Act. A cae 
panion bill, H. R. 4934, was introduced by Representative Peter Mack 
of Washington and is presently pending before your committee. 
Some of the groundwork for extending coverage in this manner was 
laid when the last Congress enacted Public Law 880 which provided 
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that both the widowed mother and her dependent child, who was dis- 
abled, would continue to receive benefits if the child’s disability oc- 
curred before age 18. Similar coverage to include mothers in the bill 
I am introducing would cost approximately $30 million a year. 

Today, when the cost of a college education i is soaring—when edu- 
cators estimate that at least 100,000 gifted high-school ‘students can- 
not afford to go to college—this bill would allow the dependent child 
an average of $600 a year to help defray expenses. It seems to me 
that at a time when our country must develop the mental as well as 
the physical manpower to maintain its position at home and abroad 
in the decades of decision ahead, we must do everything in our power 
to encourage as many of our youth as possible to “complete their edu- 
cation. The cost, I am informed, of adoption of this proposal would 
be very small; I would urge its inclusion by the committee in any 
revision of the social security statutes. 

The Cuairman. Thank you, Senator, for your views. 

Our next witness is our colleague from California, the Honorable 
Claire Engle. 


STATEMENT OF REPRESENTATIVE CLAIR ENGLE, OF CALIFORNIA 


Mr. Enere. Mr. Chairman, on August 14, 1935, when President 
Roosevelt signed the Social Security Act, he said: “This law represents 
a cornersione in a structure which is being built, but is by no means 
complete.” 

Much has happened in the 23 years since those words were uttered. 
The structure that has been built around that cornerstone has grown 
until now nearly every human being in the country is directly or in- 
directly covered under it. Sixteen million persons are now receiving 
benefits under the law’s old-age, survivors and disability insurance pro- 
gram (OAST) and under its pub lic assistance program. More than 

3 million are currently receiving benefits under its unemployment com- 
pensation provisions. By now it is very clear that the American 
people must largely depend upon social security legislation to end 
needless privation. 

Other things have happened in those 23 years. Medical science 
has made spectacular strides in checking disease, and our life expect- 
ancy has risen from 47 years of age at the turn of the century to a life 
expectancy today of 70 years. Dramatic changes have taken place 
also in the value of our dollar. Since 1935 our cost-of- living index as 
a whole has shot up 110 percent. In the 11 years since 1947 it has 
risen 29 percent—with medical care costs in those 11 years skyrocket- 
ing by 47 percent. 

But in those 23 years the benefits under the social security law have 
remained relatively static. In short, our economic, technological, and 
medical developments have outgrown the modest proportions of our 
social security structure. 

Congress has shown some recognition of the inflationary squeeze. 
This is reflected in the pay increase it gave this year to our Postal 
and Federal classified employees and to our military personnel. But 
Congress has failed to recognize the dilemma of inflation’s most tragic 
victims—our citizens of 65 and over, two-thirds of whom exist on in- 
comes of less than $1,000 per yea It is indeed regrettable that we 
have languished so long before alee something for our older citizens. 
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More of us are older. Since 1900 our total population has doubled, 
but men and women over 65 have quadrupled. Of the 14 million over 
65, one-third of them have passed their 75th birthday. In California 
we have 1,200,000 persons of 65 years and over, of whom 740,502 are 
receiving OASI benefits or public assistance, or both. Dr. Russell 
Cecil, geriatrics authority at Cornell University, has said: “By check- 
ing infectious disease we have created old age.” We now stand at 
the crossroads. If we don’t take the constructive path and profit from 
the blessings made possible by medical progress, we may find that we 
have created a Frankenstein. 

It is, therefore, of the utmost importance that Congress give serious 
consideration before very long to a complete revamping of our social 
security law to bring it in line with our economic, social, and techno- 
logical changes. That is something for future deliberation. In the 
meantime, it is mandatory that we take some immediate steps. 

This committee has before it several pieces of sound legislation 
designed to answer the urgent needs of our distressed citizens, and I 
hope that Congress will not fail to act on them before it adjourns. 
The experts have done a thorough job of analyzing the legislation 
and I shall not consume the committee’s time in unnecessary repeti- 
tion. 

We have, first of all, the Forand bill and similar legislation. This 
legislation contains a realistic and equitable answer to the plight of 
our men and women over 65 struggling to survive on their pitifully 
inadequate OASI benefits. Certainly, no one will dispute the justice 
and the need for increasing monthly cash benefits by at least 10 per- 
cent, or for raising the maximum taxable earnings base from its pres- 
ent unrealistic $4,200 to $6,000. These proposals provide an imme- 
diate solution of the problem of a growing cost of living that has com- 
pletely outstripped the dollar value of benefits now granted. I would 
add one proposal to those included in the Forand bill. I believe that 
the earning limit now imposed upon beneficiaries should be lifted to 
some degree. The restrictive provision now in the law makes it vir- 
tually impossible for beneficiaries to supplement their meager OASI 
benefits. But more than that it is undermining to their morale, to 
their sense of personal worth and self-respect. 

The most significant change proposed by the Forand bill is its pro- 
gram for insurance against the costs of hospital, nursing home and 
surgical service for persons eligible for OASI benefits. As I stated 
earlier, the cost of medical and hospital care has skyrocketed. Our 
older citizens have the highest medical expenses. Their illnesses re- 
quire hospitalization of the longest duration. Yet they have the lowest 
incomes. The opponents of this proposal continue to raise their hollow 
cry of “socialized medicine.” Yet they fail to come up with a solution 
to the harrowing medical problems that face the aging and aged. 

The stepchild of our social security law is perhaps its section on 
public assistance. The greatest examples of want and unfairness are 
to be found in that program. Senator Russell Long said during a 
debate on the Senate floor this year, “In the past 10 years the House 
has not sent one public welfare bill to the Senate.” I have this year 
introduced a bill to bring some measure of monetary relief to the 
needy aged, the blind and invalided, and dependent children under 
the Public Assistance program. But, more important, the bill takes 
positive recognition of the humane aspects of public assistance. It 
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seeks to safeguard the recipients of such assistance from undue harass- 
ment, intimidation and embarrassment. More than 50 Members of 
the House have introduced similar bills. The legislation requires uni- 
form treatment of recipients throughout the country, it reduces the 
antiquated residence requirements, it liberalizes the real and personal 
property allowance, it allows pensioners to earn $50 a month, it pro- 
hibits liens and shame lists, it eliminates the practice of enforcing col- 
lections from the relatives of recipients. In short, it recognizes the 
vital importance of preserving human dignity. 

The committee also has before it legislation to make permanent im- 
provements in the law’s unemployment compensation insurance pro- 
visions. There is growing evidence that the unemployment compen- 
sation systems now existing and administered in the several States are 
failing to make any real progress toward the stabilization of em- 
ployment and the achievement of greater security against unemploy- 
ment, the principal objective of the Social Security Act when passed 
in 1935. I am wholeheartedly in support of the Kennedy-McCarthy 
bill—which would establish Federal standards for the benefits, cover- 
age, and disqualifications in State unemployment insurance laws and 
to establish a reinsurance fund for States with depleted reserves. 
Congress passed a stopgap measure this session, and if the recession 
serves for nothing else it has made Congres aware of the necessity for 
permanent improvements in our unemployment compensation pro- 
gram. 

Unless we make some basic changes in our social security law most 
of our older citizens in a few short years will be consigned to an 
economically and socially underprivileged group. Certainly, the 
aged should share with other citizens in the fruits of rising productiv- 
ity. For most of our oldsters today the term “the Golden Years” is 
a mockery. For most of them it represents a period of harassment, a 
time of struggling to make monthly benefit checks keep up with the 
Vicious inflationary spiral. Robert Browning said, “Grow old along 
with me; The best is yet to be.” We have the means to bring some 
reality to those words. We have the means to make retirement a time 
of peace and contentment. I hope we will not fail to use them. 

The Cuarman. Thank you, Mr. Engle. 

Our next witness is our colleague from Michigan, the Honorable 


John D. Dingell. 
STATEMENT OF REPRESENTATIVE JOHN D. DINGELL, 0F MICHIGAN 


Mr. Drincett. Mr. Chairman and members of the committee, I 
would like to extend my personal thanks to the distinguished and 
able Chairman and members of the Ways and Means Committee for 
an opportunity to appear and discuss legislation to extend and liberal- 
ize the Social Security Act. 

As you know, my Dad was on this committee for better than 20 
years and during his tenure the original Social Security Act was 
drafted, acted upon by this committee, and enacted into law. I am 
sure the membership can recall my Dad’s great interest in the original 
law and the efforts which he constantly made to extend and liberalize 
that finest of social legislation. 

I will not devote my time today to unemployment insurance since 
I appeared before the committee recently to discuss legislation to ex- 
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tend and liberalize unemployment insurance. I would, however, like 
to thank the committee for the very splendid effort made by them to 
act in the present unemployment crisis, by reporting out the bill, H. R. 
12065, to make Federal grants to the unemployed of this Nation who 
have exhausted their unemployment compensation. The committee 
will recall at the time I appeared before you I urged, as one of the 
cosponsors, legislation to establish adequate fair Federal standards to 
compel payments of not less than one-half of the State’s average 
weekly wage and to compel extension of existing State plans to 39 
weeks’ duration by Federal action. 

I intend to confine my testimony today to the public assistance 
phases and to the old age and survivors insurance aspects of the social 
security program. 

PUBLIC ASSISTANCE 


The present economic situation has enormously increased the bur- 
den of local welfare authorities. The number of general assistance 
cases rose by 43 percent from March 1957 to March 1958; 855,000 re- 
ceived assistance in 1957 and 1,310,000 received general assistance in 
March of 1958, just 1 year later. The report of the Social Security 
Administration on May 8 said, “All but 1 out of the 48 States reported 
an inerease in the ADC (Aid to Dependent Children) caseload in 
March. The number of ADC recipients rose by 54,000, the largest 
monthly increase since October 1950, the first month in which one par- 
ent or other adult relative was included.” 

My own State of Michigan is experiencing the gravest difficulty in 
handling their local welfare programs. The burden in Detroit is so 
heavy it causes the most serious economic problems to the city, the 
cost having risen by millions of dollars each year. Additional Fed- 
eral contributions to the public assistance program would be most 
helpful to the city of Detroit, and to our people. 

Many persons are suffering tremendous hardship, but they are not 
reflected in public assistance cases for several reasons, either because 
they are excluded by technicalities and shortcomings of existing pro- 
grams or because they are too proud to apply for public assistance. 
Few States have sufficiently comprehensive programs to cover all 
phases of public aid for needy persons. 

There are certain hardships I would like to call to the attention of 
the committee. For example, about half the States do not provide 
any assistance to employable persons or their families. Sixteen States 
make no contribution whatsoever for the financing assistance. In 
other States, State assistance to welfare programs is so small as to not 
be really worth while. Most States have a requirement that persons 
reside within the boundaries of the State and be gainfully employed 
for a certain period of time before they can become eligible for public 
assistance. 

Many public assistance agencies find they cannot make available to 
their clients even the minimum budgets which are theoretically essen- 
tial for minimum living conditions. 

The average monthly payments in March of 1958 across the Nation 
were as follows: Old-age assistance, $61.30; aid to dependent children, 
per child, $35.59; per family, $102.22, per recipient, $27.26; aid to the 
blind, $66:70, aid to permanently disabled, $60.69; general assistance 
(per case) $61.23. 
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It should be remembered that these are monthly amounts. Divide 
them by 4 to give weekly amounts and the committee will find that they 
range from about $6 per week for aid to dependent children to about 
$15 a week for aid to the blind, certainly far short of a minimum- 
living standard. 

No figures are available to show what outside income is available 
to these people but it must be assumed that it is extremely small. 
Certainly there is not a sufficient income here for anyone who does not 
have some outside assistance to exist on even a minimum survival level. 
This is particularly true in my own city of Detroit where even the 
most minimal] rentals run about $75 a month, and where food and other 
costs are higher than the average across the country. 

The committee is, of course, familiar with the charitable aspect of 
the public assistance program and it is certainly necessary, as the 
Bible commands us, to be generous to our neighbors. The committee 
is also aware of the fact that grants to persons in this category are most 
helpful in stimulating business, industry, farming, and other occupa- 
tions furnishing the goods and services which these people must use to 
live. Uniform Federal standards in this field to compel adequate pay- 
ments and adequate participation by States on behalf of recipients of 

ublic assistance would be not only a humanitarian endeavor but would 
a wise economic operation for the benefit of all phases of industry 
and business, too, which must sell the goods and services welfare 
recipients need to survive. 


THE OLD-AGE AND SURVIVORS INSURANCE PROGRAM 


I would now like to turn my discussion to vitally necessary improve- 
ments in the social-security program. When the Social Security Act 
was first passed in 1936 it was contemplated that the program would 
pay retired covered workers about one-half their weekly wage. 

Sines that time we are well aware of the economic history of this 
country. The 1936 dollar, in terms of real purchasing power, has 
shrunk to one-third or less its value at the time of the passage of the 
Social Secuirty Act. Congress has periodically reviewed the program 
and the needs of recipients and has made small upward adjustments 
in the amount of the monthly benefits to the retirees under the pro- 
gram, but these upward adjustments in payments have in no way 
reflected the real increase in the cost of living. 

Certainly the committee is well aware of the increase in the real 
wage level, from some $90 a month to the average factory worker to 
something on the order of $90 a week or better, arfd these are not our 
highest paid workers. 

These, among others, are reasons why I favor a substantial increase 
in the amount of monthly benefits to those retired and certainly favor 
an upward adjustment in the tax sechedule and in the amount of 
payments to be made to those now working and contributing to the 
OASI fund. 

I would like to comment briefly on the Forand bill and to state to the 
committee that I enthusiastically support and favor enactment of 
this piece of legislation at the earliest possible moment. 

This bill embodies a proposal that I have long favored. that is, pay- 
ment of up to 60 days’ free hospitalization for any recipient of social 
security benefits. I need not point out to the committee how vitally 
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necessary this feature is. The bill goes further and adjusts upward 
the amount taken into consideration in computing OASI benefits from 
$4,200 to $6,000 a year, a thing which would be most helpful to those 
retiring inthe future. The bill would raise the maximum benefit pay- 
able under the OASI program from $200 to $305. The Forand bill 
would increase present retirees’ benefits by $5 to $10 a month. Such 
an increase is vitally necessary to our retirees, and should be given in 
the interest of both justice and humanity. 

I would now like to turn my discussion to legislative proposals 
which I have advanced during this and other Congresses, naming each 
piece of legislation by its appropriate number. 

H. R. 4765: Provides that up to 60 days’ free hospitalization be ex- 
tended to recipients of social security benefits. 

People over the age of 65 are very prone to illness and this vulner- 
ability increases with each passing day. Yet it is the practice of many 
private health insurance plans to discontinue hospital benefits avail- 
able to the insured person after age 60 or 65. Statistics show that 
fewer than one-third of the people over 65 and only one-sixth of those 
over 75 have hospitalization of any sort, and none of this insurance 
gives anything like adequate coverage. For comparison, in the rest 
of the population more than 2 in every 3 have some form of hospital 
insurance or comprehensive health insurance. 

The problem of paying hospital bills is particularly serious for our 
older citizens because their greater need is accompanied by reduced 
economic means. Their incomes on the average are much smaller than 
the rest of our people. Among our 14 million people 65 years of age 
or older, only about one-third have incomes exceeding $1,000 a year, 
and only about 1 in 5 has as much as $2,000 a year income. The 6 mil- 
lion who depend on old-age insurance benefits are receiving on the 
average $105 a month for a retired worker and his wife, or about $64 
a month for a retired worker alone. Even those who receive the maxi- 
mum allowable retirement benefits get only $162.80 a month for a 
couple or $108.50 for an individual. This level of income cannot 
cover more than a few days of hospitalization a year, and few of 
these couples have any significant additional income and still fewer 
have any savings to fall back on. To individuals in such reduced 
circumstances, sickness and its attendant expenses are disastrous and 
the financial difficulties and worries which accompany a stay in the 
hospital also aggravate the difficulties of restoring good health. 

Persons over the ages of 60 or 65 are generally unable to obtain 
hospital insurance coverage if they do not have it when they reach 
that age, and many who have such insurance find that they are no 
longer permitted to renew it after they reach 65. 

Of course, the premium cost in health insurance for persons of such 
age is often beyond the reach of our older citizens. 

A program of the type that I set forth in this bill is vitally neces- 
sary to the security of our older citizens. 

H. R. 5263: This bill provides that social security benefits shall be 
exempt from taxation. 

The present law is muddled as to whether or not social security 
benefits are taxable by Federal, State or local governments. Because 
of the present uncertain status few governments attempt to tax social 
security benefits. Of course, the low level of income of social se- 
curity pensioners generally makes tax liabilities small, in fact so small 
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as to be administratively hardly worth the trouble. At the pons 
time social security benefits are exempt from Federal taxation through 
interpretative ruling only. In view of the extremely muddled situa- 
tion as to taxation of these benefits, and because of the desirability of 

rotecting our older citizens in their enjoyment of their social security 
Senitite, legislation of this sort should be passed at the earliest possible 
moment. 

H. R. 5737: This bill embodies my proposal to reduce the retire- 
ment age for men to 60 and for women to 55. 

While I prefer that the retirement age should be reduced to this 
level, I would support strongly any reduction in the retirement age 
under the program. 

The reasons for this change are both economically sound and of 
humanitarian appeal. As the committee will recall, the recent reduc- 
tion in the age limit to 62 for women during the last session was a 
great step forward. This reduction from the once sacred age of 65 
did not hurt the program, but its humanitarian impact was 
enormously beneficial. 

The same logic applies here. Each year we find that our senior 
citizens, although desiring to work to support themselves, find it more 
difficult to locate or maintain jobs. When laid off, the older workers 
find it almost impossible to obtain other work. This is particularly 
true in the present recession. This is a hardship brought on by no 
fault of the worker, which gives no opportunity to the citizen affected, 
and which invariably reduces him to a charity case against his wishes, 
Few men or women retire voluntarily. Company regulations, diffi- 
culty in finding a job, sickness, and old age are the real causes. The 
Department of Labor found that employers were not hiring older 
workers because they believe them to be less productive and responsi- 
ble for a tremendous increase in insurance and pension costs. 

In 1955 a survey showed that the greatest number of people receiv- 
ing benefits had been forced to do so for a reason beyond their control. 
The most common reason was age, the next number were retired be- 
cause of ill health. 

Certainly the low level of social security benefits offer no great in- 
centive. The average monthly benefits for October 1956 was $63.21 
for a retired worker, $33.64 for his wife and $49.24 for a widow. 

The cost of this amendment is small, but its need is great. 

H. R. 6107: This bill eliminates the requirement that a person who 
is permanently and totally disabled shall have to wait until age 50 to 
receive social security disability benefits. 

As the committee will recall, the age 50 requirement for retirement 
under the permanent and totally disabled section of the law was a 
compromise, and not a good one. 

To show the contradictions in this compromise, a man, regardless 
of his age is entitled to take advantage of the “disability freeze” 
provisions of the act regardless of how long the permanent and total 
disability occurs prior to his 50th birthday and to make no payments 
into the fund in the interim while retaining full coverage. A man 
of 50 may retire under these provisions who is no more disabled than 
a citizen of 30, 40, 45, or 49. Because of the requirement of the law 
that the worker must show both a “substantial” and a “recent” work 
history, it is possible that a younger man may have the same or 
greater disability and need, and may show equal or greater contribu- 
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tions to the fund, and yet he is compelled to wait for some distant 
and future date, while the worker age 50 may retire at once. 

The cost of this proposal is negligible, and its enactment would 
add only one-eighth of 1 percent of payroll for both worker and em- 
ployer, but would add security and protection for our people whose 
worth cannot be valued in mere dollars or cents. 

H. R. 7453: This bill would raise the amount of earnings which 
could be made by retirees under the social security program from 
$1,200 to $1,800. 

The reasoning and need for this legislation is clear. The cost to 
the fund would be negligible. It would be of immense help to our 
retirees who desire to and are able to find supplementary work. It 
is made necessary by the tremendous rise in the cost of living and by 
the deplorably low level of benefits to our social security retirees. 
The anomalous situation in the law which permits a covered worker 
to retire and find no reduction in his benefits, even though he may 
have considerable savings, wealth, or some other types of exempt in- 
come is clearly unfair to the covered retiree who has no such outside 
income and who desires to supplement his small retirement benefits 
by his own labor. 

This legislation requires virtually no change in the tax rate. 

H. R. 7669: This is my bill which would raise the amount subject 
to taxation and on which benefits would be computed from $4,200 to 
$6,200. 

Anyone earning under $4,200 would pay no increase in OASI taxes, 
and the increase in taxation on those earning between that amount 
and $6,200 would be quite small, about 28 percent to those covered 
under the system, for a maximum of about $45 per year, for both 
employer and employee. I am advised that this change will do much 
to improve the solvency of the fund. 

The real effect of this change would be to raise the schedule of 
benefits from a present maximum of $108.50, for a worker, and $162.80 
for a man and wife to $141.70, for a worker and $212.60 for a man 
and wife. Thus our retirees would be much more able to cope with 
the problems of retirement with comfort and security. 

H. R. 10578: This bill changes the definition of “permanently and 
totally disabled” under the act to cover one who is precluded by 
medically determinable physical or mental impairment which can 
be expected to result in death or to be of permanent or indefinite 
duration to engage in gainful activity which is the same as or similar 
to the occupation or employment last performed by him on a regular 
basis before the onset of such impairment. 

The reason for this amendment is that the Social Security Admin- 
istration has been construing permanent and total disablement to 
be only such as would preclude any and all gainful activity. 

As a result of the administrative interpretation, the number of those 
who are unable to work gainfully in their employment, and who for 
all intents and purposes are unemployable are denied the benefits of 
this section. For example, where it was expected that the Social 
Security Administration would place on its rolls some 400,000 per- 
manently and totally disabled persons, we find that as of last Novem- 
ber, 1 year from enactment, the total number of beneficiaries had 
grown to only 140,500. The harsh actions of the administration in 
this regard have caused widespread and justified criticism, and this 
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bill is aimed at correcting the overstringent interpretations which have 
been used. 

H. R. 10583: This is a very simple bill, amending the Social Security 
Act so that a ene is considered permanently and totally disabled for 
purposes of drawing benefits under that section of the act, where he is 
so certified by another agency of the United States Government. 

Failure of the Government to adhere to uniform standards in deter- 
mining permanent and total disability has resulted in some strange 
absurdities and many very severe hardships, as I am sure the com- 
mittee can very well understand. This bill is aimed at ending such an 
absurd situation. 

In conclusion, gentlemen, I strongly urge this committee to liberalize 
and improve the Social Security Act along the lines of my bills which 
I have set forth above. Passage of such legislation would be of the 
utmost benefit to our people both presently retired and those who will 
retire in the future. 

In addition, I stress that the amount of interest paid on the social 
security trust fund is neither just nor equitable. Presently it approxi- 
mates 2.7 percent, where the civil service and railroad retirement trust 
funds bring 3 percent interest. In these days of high interest, this is a 
grave inequity, bearing heavily upon our retirees and those who will be 
dependent on the fund in the future. Raising the interest to 3 percent 
would permit additional benefits to our retirees with no additional 
charges to either workers or employers, and would certainly seem to 
be both just and proper. 

I hope this great committee can take some action to liberalize social 
security benefits, and I am sure that any liberalization will be enthu- 
siastically supported by our citizens. 

The Cuatrman. Thank you, Mr. Dingell, for giving us your views. 

Our next witness is our colleague from Ohio, the Honorable Charles 


A. Vanik. 
STATEMENT OF REPRESENTATIVE CHARLES A. VANIK, OF OHIO 


Mr. Vani. Mr. Chairman, the current recession, which seems to be 

rolonging itself into something much more serious, makes these 

lauriaags before your committee particularly appropriate. It is im- 
perative that action be promptly taken. 

My fears are that the causes of our increasing unemployment are 
far more chronic than most people would like to believe. Our pros- 
perity of the postwar years was definitely related to and the result 
of reconstruction abroad, pent-up consumer demand at home, and 
production for the national security. 

The development of adequate and realistic incentives for retire- 
ment is one of the most effective means of creating permanent em- 
ployment opportunities. Today, 4 to 5 million workers over 65 years 
of age might be induced to retire with prospects of increased social 
security benefits and the reasonable hope of existing on these benefits 
for their life expectancies. These people cannot retire to a remainder- 
life of worry and doubt. 

In my district there are thousands of retired people existing on 
honsehold budgets which achieve the remarkable. It is surprising 
and satisfying to see how many senior citizens have been getting along 
on their retirement income, particularly if they own their own home 
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and have been sufficiently provident or fortunate to accumulate other 
savings. However, the current surge of the cost of living, the in- 
creased cost of utility services, and the mounting cost of medical 
and hospital care for the aged has completely broken down the se- 
curity and hope of these senior citizens. Those who must pay rent 
simply cannot exist on their social security benefits, while those who 
need medical care are in a helpless plight. 

It is for these people who have contributed so much to the growth 
of this Nation that we must consider a long-overdue increase in social 
security benefits and a program to provide much-needed medical 
care. The Forand bill is certainly a iuareiie basis for this type of 
legislation. The need for increasing monthly cash benefits by at least 
10 percent and the raising of the maximum taxable earning base to 
$6,000 are just and necessary provisions. This proposal would be 
improved by an increase in the earning limit now imposed on bene- 
ficiaries to permit them the dignity of retirement with some special 
comforts. 

More important is the provision in the Forand bill which provides 
for insurance against the cost of hospitalization, nursing, and med- 
icak care. These costs have placed this service further from the reach 
of our senior citizens than any other essential. Our senior citizens 
require longer periods of convalescence, and very frequently they tend 
to become terminal cases. The provisions of this bill are in keeping 
with American humanity, and they are necessary because there 1s no 
better way to provide for this essential need. 

On April 5, 1957, I introduced H. R. 6694, identical to H. R. 6611, 
introduced by the Honorable James Roosevelt, a bill designed to 
amend the public assistance provisions of the Social Security Act 
to eliminate certain inequities and restrictions and permit a more 
effective distribution of Federal funds. 

In my judgment the public assistance provisions are basic to a 
sound social security program. Not only during recession but in 
good times, too, millions of our citizens rely on various public assist- 
ance programs for food and shelter. Therefore, in addition to the 
consideration of the Forand proposal, I urge the committee consider 
as an integral part of broad changes and improvements in the Social 
Security Act the proposals set forth in this bill and its 60 companion 
measures. 

During my many hours of interview in my district office, I have 
been able to experience a case-by-case analysis of the workings of our 
social security system. I will never forget the plight of the social 
security beneficiary who lost his retirement because a part-time job 
which he had at a local department store resulted in excess income. 
He worked until he achieved an income of $1,190 and was unwittingly 
the beneficiary of excess income by reason of a $25 Christmas bonus 
which made him an over-income case. Nor can I forget the plight of 
the widow enjoying widow’s benefits who lost them forever because 
of her second marriage, which was disastrously of short duration. 

It seems to me that the social security laws should not operate 
against second marriages, and some provision of law should be en- 
acted which will merely suspend benefits during the duration of the 
second marriage, permitting the widow to recover her former rights 
on restoration to unmarried status. It further seems to me that the 
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burial allowance under social security laws bears absolutely no rela- 
tionship to the present costs of burial and should be increased to 
realistic levels. 

I want to also make known my support of the McCarthy-Kennedy 
bill which seeks to establish Federal standards for the benefits, cover- 
age, and disqualifications in State unemployment insurance laws and 
to establish a reinsurance fund for States with depleted reserves. 
The current recession proves the necessity for permanent improve- 
ments in the unemployment compensation program. 

During the next several days we will be debating the provisions of 
the mutual security appropriations bill under which we spend bil- 
lions of dollars to shore up friendly foreign governments and en- 
courage their alinement with our Nation for the purpose of our 
national security. I am in support of these proposals because I 
think they are necessary, but I am even more enthusiastic in support 
of proposals which would bring about the mutual security of all 
people of all ages. We cannot afford the conditions of underprivi- 
lege which neglect the education and the well-being of the young, nor 
can we afford to neglect our obligation to provide dignified and 
secure retirement for the aged. 

The Cuamman. Thank you, Mr. Vanik. 

Our next witness is our colleague from Wisconsin, the Honorable 
Henry S. Reuss. 


STATEMENT OF REPRESENTATIVE HENRY S. REUSS, OF 
WISCONSIN 


Mr. Reuss. I hope that Congress will promptly enact H. R. 9412, 
which I have introduced. H. R. 9412, if enacted, will provide that 
rentals from roominghouses and furnished apartments be included as 
self-employment income under the Social Security Act where either 

ersonal or general services are provided by the owner of the build- 
ing for his tenants. 

The effect of this bill would be to grant roominghouse owners who 
provide utilities for their tenants, and such services as cleaning halls, 
lobbies, and stairways, shoveling snow from walks and driveways, and 
removing trash the same benefits under the self-employment. pro- 
visions of the act that are available to roominghouse owners who pro- 
vide maid service or other daily care. 

It seems grossly unfair that a roominghouse operator who provides 
maid service can have his rental income counted as self-employment 
earnings, while the roominghouse operator who provides only slightly 
lesser services—but services which must be provided if he wants any 
occupants—is arbitrarily excluded from having any of his rental 
income counted as self-employment earnings. An extremely fine 
line has been drawn by the Social Security Administration. 

Certainly a large part of any roominghouse operator’s rental in- 
come derives from the services rendered, whether maid service, clean- 
ing of halls and stairways, collection of trash, maintenance of fur- 
niture and other facilities, or other similar items. If the rooming- 
house operator stopped doing these things, he would soon have to 
lower his rents or not have any renters. 
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To end this unjust discrimination between nearly identical groups 
of self-employed persons, it is imperative that the Congress enact 
H. R. 9412. I urge that the appropriate steps to insure passage be 
taken now. 

The Cuatrman. Thank you, Mr. Reuss. 


The next witness is our colleague from Michigan, the Honorable 
Robert J. McIntosh. 


STATEMENT OF REPRESENTATIVE ROBERT J. McINTOSH, OF 
MICHIGAN 


Mr. McIntosu. Mr. Chairman and members of the committee, I 
am grateful for the opportunity to present this statement in support 
of legislation to amend and improve our present social security sys- 
tem. Permit me, first, to commend your distinguished committee for 
undertaking at this time a review of social security legislation. The 
progress our social security system has achieved can be credited, in 
major part, to the work of this committee. I sincerely hope that 
these hearings will enable the committee to recommend to the Con- 
gress additional improvements that are needed and necessary at this 
time. 

Although I should like to comment favorably on the many pro- 
posals that have been presented during the course of these hearings, 
I shall limit this statement to a discussion of my bills, H. R. 12503, 
12504, and 12505. My bills would accomplish the following: 

(1) Lower the retirement age to 62 for men and women. 

(2) Repeal the age limitation for disability insurance benefits. 

(3) Clarify the meaning of the term “disability” in establish- 
ing entitlement to disability i insurance benefits. 

(4) Increase the amount of outside annual earnings from 
$1,200 to $1,800. 

Mr. Chairman, by lowering the general retirement age from 65 to 
62, we would be bringing the Social Security Act in line with other pro- 
gressive Gov ernment and private retirement plans. The retirement 
age provision in the Social Security Act is not a mandate to the indi- 
vidual to retire at that age. It is permissive only. Such an amend- 
ment, however, would permit some 4 million individuals in the 62- 
to-65 age group to enjoy the benefits of retirement, if they so desire, 
and it would also provide more employment opportunities for younger 
workers. 

The 1956 amendment, which created the new benefit for totally and 
permanently disabled persons, is limited in application to such per- 
sons who are 50 years of age. Such a limitation is unrealistic. Ill- 
ness or injury can come at any time, and the younger man needs this 
benefit for himself and his family every bit as much in his earlier 
years. 

' The strict administrative interpretation that has been given to the 
meaning of the term “disability” should be overcome. An individual 
who is totally and permanently disabled for his profession or trade 
may be denied benefits because he might be able to sell shoelaces on a 
street corner. There are instances In which an individual will be 
recognized as totally and permanently disabled for the purposes of 
some Federal or State statute but not under the Social Security Act. 
I recall a case in which a constituent of mine, 64 years of age, was 








470 SOCIAL-SECURITY LEGISLATION 


accidentally shot in the right arm while deer hunting. Some of the 
muscles were torn out of his arm, and his right hand became para- 
lyzed. His claim for disability insurance benefits under the Social 

ecurity Act was denied on the ground that he was capable of other 
employment, “such as, a watchman.” This individual’s work experi- 
ence was totally unrelated to watchman duties, and, to me, it seems 
unlikely that someone would hire as a watchman a person 64 years of 
age, who had always been righthanded but had now lost all use of 
his right hand. 

I realize, of course, that a great step was taken in 1956 when Con- 
gress inaugurated the program of disability insurance benefits. I 
believe, however, that the definition of the term “disability” should 
be amended so that disability insurance benefits will not be denied to 
such a person who is unable to engage in an occupation or employ- 
ment that is the same or similar to that last performed by him. Like- 
wise, an individual should be considered to be totally disabled and 
eligible for benefits under the act if he has furnished a forma] dec- 
laration of his permanent and total disability, made by any other 
Federal or State agency. 

The economic problems of retired workers receiving social security 
benefits are becoming increasingly apparent. Not one will dispute the 
fact that social security benefits are inadequate to meet the minimum 
needs of retired workers and their dependents. Today’s high living 
costs have forced many annuitants into supplemental, part- ‘time em- 
ployment to augment their social security payments. The act pres- 
ently limits the amount of such outside annual earnings to $1,200. 
My ‘bill would increase this amount to $1 ,800, a modest amount when 
it is noted that the average monthly benefit i is under $70. Moreover, 
those who are receiving additional income from rents, dividends, and 
other sources are not penalized for this unearned income, while those 
who are forced to supplement their benefits through employment are 
restricted in the amount they may earn. 

Mr. Chairman, we have made great strides during the past 23 
years in improving our social security system and extending its 
coverage. It has become an accepted program, but the present sys- 
tem is far from adequate to meet the present needs of millions of our 
citizens. In studying the changes that are necessary at this time, 
I am hopeful that your committee will be able to recommend an in- 
crease in benefit amounts. I realize, of course, that any changes that 
are made should be on a sound actuarial basis, and I am confident that 
our people appreciate this policy. Within this limitation, I trust 
that the Congress can fulfill its obligation to our older citizens to see 
to it that they do not live out their lives in poverty without being able 
to purchase even the barest necessities. 

The Cuarrman. Thank you, Mr. McIntosh, for your views. 

Our next witness is our colleague from Indiana, the Honorable 
Jay Nimtz of the Third District of Indiana. 

Mr. Nimtz, you are recognized, sir. 


STATEMENT OF REPRESENTATIVE F. JAY NIMTZ, OF INDIANA 


Mr. Nimtz. Mr. Chairman, I would like to thank you and the 
other members of the committee for this opportunity to appear before 
you in support of our colleague Mr. Dague’s bill, H. R. 1093 and my 
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own bill, H. R. 4587, to amend title IT of the Social Security Act, 
and chapters 2 and 21 of the Internal Revenue Code of 1954. 

The language of these bills is identical and their purpose is simple. 
They are designed to establish a procedure under which exemptions 
could be granted from participation in the Federal old-age and sur- 
vivors insurance program for persons who are opposed to participa- 
tion on grounds of conscience or religious belief. 

The need for such legislation was first called to my attention 
shortly after I came to Congress in January of last year. I was con- 
tacted by various bishops of the old order Amish church, including 
Bishop Henry N. Miller of Middlebury, Ind., in my congressional 
district, with reference to efforts they had made during the 84th Con- 
gress to be exempted from participation in the social security 
program. 

As you may know, legislation to accomplish this was originally 
introduced in June 1955, by our colleague Mr. Dague and by my 
predecessor in Congress, the Honorable Shepard .. Crumpacker. 

There Amish bishops had gathered petitions from more than 14,000 
members of their congregations, mainly throughout the Middle West 
and East, urging action by Congress to exempt them from provisions 
of the Social Security Act. 

Their appeal for exemption was based on the first article of the 
Constitution which states that “Congress shall make no law respecting 
an establishment of religion, or prohibiting the free exercise 
Geer ** =.” 

They pointed out that one of the fundamental practices and princi- 
sles of their church, handed down for generations, had been to provide 

or the needy of their faith. They explained that participation in a 
Federal program of assistance was in direct violation of their reli- 
gious beliefs and their right to “the free exercise” of these beliefs. 

I was impressed, as I am sure you will be, with the sincerity of 
their convictions, and I agreed to fully support their appeal to Con- 
gress for relief. 

Gathered together here this morning are a group of deacons and 
bishops of the old order Amish Church from the States of Pennsyl- 
vania, Maryland, Ohio, Illinois, and Indiana. They represent ap- 
proximately 16,000 old order Amish church members in the United 
States. They also have members in the States of Arkansas, Delaware, 
Towa, Kansas, Michigan, Missouri, New York, Oklahoma, Oregon, 
and Wisconsin. They have selected one of their group to present 
their views to the committee later this morning. 

I hope that the subcommittee, after due consideration, will agree 
with me that H. R. 1093 and H. R. 4587 should be favorably considered. 

Thank you, Mr. Chairman. 

The Cuatrman. We thank you, sir, for coming to the committee and 
discussing this point with the committee. 

Are there any questions? 

If not, we thank you, sir. 

Our next witnesses are from the State of Alabama, Miss Edna M. 
Reeves, Mr. H. L. Hughes, and others. 

The Chair observes our colleague from Alabama, the Honorable 
George Grant. 

Do you have any statement you want to make at this point, Mr. 
Grant? Or would you like to introduce these witnesses? 








472 SOCIAL-SECURITY LEGISLATION 


STATEMENT OF REPRESENTATIVE GEORGE M. GRANT, OF ALABAMA 


Mr. Grant. Mr. Chairman, thank you so much, 

This first witness is Miss Edna M. Reeves, administrative assistant 
of the State agency for the administration of social security for the 
State of Alabama, and we appreciate very much the committee hear- 
ing her and, time permitting, the other witnesses because I think that 
she has a very important matter to bring to the attention of the com- 
mittee. 

Thank you so much. 

The CuHairman. Thank you. 

Miss Edna M. Reeves, you are from Montgomery, Ala. ? 


STATEMENT OF EDNA M. REEVES, ADMINISTRATIVE ASSISTANT, 
STATE AGENCY FOR ADMINISTRATION OF SOCIAL SECURITY, 
STATE OF ALABAMA; ACCOMPANIED BY H. L. HUGHES, CITY 
COMPTROLLER, CITY OF MONTGOMERY, ALA.; ROBERT COBURN, 
ASSISTANT ATTORNEY, CITY OF MONTGOMERY; AND H. W. 
SUDDATH, CLERK, MONTGOMERY COUNTY BOARD OF REVENUE, 
MONTGOMERY, ALA. 


Miss Reeves. Yes, I am. 

The CHairmMan. You are the administrative assistant ? 

Miss Rerves. Iam. 

The CuarrMman. Will you further identify yourself by telling us 
the full capacity in which you appear? 

Miss Reeves. I am administrative assistant of the State Agency for 
Administration of Social Security for the State of Alabama. 

The CuairmMan. Youare recognized. 

Miss Reeves. Mr. Chairman and members of the committee, I am 
Miss Edna M. Reeves, administrative assistant of the State Agency 
for Administration of Social Security for the State of Alabama, 
speaking for and in behalf of favorable consideration being given to 
II. R. 12549 introduced by Mr. Grant on May 10, 1958, whicli, if passed, 
will affect only 42 employees of the city and county of Montgomery. 

The purpose of the proposed legislation is to take care of only 42 
employees who have, after 20 years’ service, taken a reduced salary, 
but yet remain subject to call. The names of the employees are placed 
on a retired list and comprise a reserve list of employees. 

Pursuant to the 1954 Social Security Amendment in January 1955, 
referendums were held by the two groups to decide whether or not 
they would take advantage of the provisions offered by the law ex- 
tended by the amendments. 

Both groups voted favorable. However, since the 42 employees in 
question were not eligible to vote in the referendums, the question 
arose as to their status, they being on a standby or subject-to-call basis. 
Although the employees were not actively employed, they had not 
reached retirement age for OASI purposes. That is 65 for men and 
62 for women. The question was presented to the office of the State 
agency for determination. We, in turn, referred or presented the 
question to our attorney general for an opinion, and he ruled on May 5, 
1955, as follows: 


Under rulings of the Federal Government these employees appear to be standby 
workers and should be handled as follows: 
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If the employee is over 65, only those wages paid to him during periods of time 
actually spent at work are to be reported for social-security purposes. The 
payments made to him merely for standing by are not considered wages. 

If, however, the worker is not 65, all payments made to the worker, whether 
as standing by or working, must be reported as wages. 

In view of the opinion of the attorney general, wages for the 
employees were reported and have been reported subsequently for 
OASI purposes. 

Very well. Everything rocked along with all wages being reported 
and contributions paid until the first of the employees filed claim for 
benefits. His claim was turned down and he was informed that these 
payments were retirement payments and excluded from OASI 
coverage. 

The office of the State agency, the city and county of Montgomery, 
as well as the employees concerned, all had been under the impression 
these payments were wages subject to contributions until the month 
in which the individual attained 65 years for men and 62 for women. 

The matter was presented to the central office of the Bureau of Old 
Age and Survivors Insurance for consideration with a plan whereby 
all the employees would make contributions on these reduced salary 
payments until attaining retirement age, the retirement dates ranging 
from July 1, 1956, through December 1964. The Bureau's reply was 
the only way this could be done would be through special legislation. 

The purpose of the proposed legislation is to merely validate the 
opinion of our attorney general and to take care of only the 42 em- 
ployees who have been paying their contributions in good faith. 

The particular situation exists only in the city and county of Mont- 
gomery, and in no way would conflict with other employees of other 
political subdivisions, nor would it affect the present actually engaged 
employees of the city and county of Montgomery. 

These subject-to-call employees, underage for Federal retirement 
for OASI purposes, desire to be placed in the same category as other 
employees of the two coverage groups. 

We recommend favorable consideration of the proposed legislation. 

Also, Mr. Chairman, I have a letter from our Governor addressed 
to the Ways and Means Committee. Mr. Chairman, I would like to 
insert the letter in the record. 

The CnatrmMan. Without objection, it will be inserted in connection 
with your remarks. 

(The letter referred to follows :) 

STATE OF ALABAMA, 
Montgomery, June 10, 1958. 


Ways AND MEANS COMMITTEE, 
Washington, D. C. 

GENTLEMEN: I wish to endorse the remarks made by Miss Edna M. Reeves 
in requesting favorable action on H. R. 12549, to amend title II of the Social 
Security Act relative to certain employees of the State of Alabama. 

It is my understanding that under the provisions of H. R. 12549, 42 em- 
ployees of both the city and county of Montgomery will be allowed social secu- 
rity status under the provisions of the 1954 social security amendments. I 
should like to urge that the bill introduced by Mr. Grant be given favorable 
report by your committee. 

Respectfully, 
JAMES FE. Foisom, Governor. 


Miss Reeves. Thank you. 
Also, I have with me Mr. H. L. Hughes, city comptroller, Mr. H. W. 
Suddath, chief clerk of the Montgomery County board of revenue, and 
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Mr. Robert Coburn, assistant city attorney, who wish to offer their 
personal endorsement to the bill. 

If there are any questions regarding either the city or county setup, 
we shall be glad to answer them. 

The Cuairman. Miss Reeves, is Mrs. Garner with you today ? 

Miss Reeves. I am sorry, Mrs. Garner was not able to make it. 

The Cuarrman. She did address a letter to the clerk of the Ways and 
Means Committee in support of the bill, and I presume you would 
like to have that in the record also. 

Miss Reeves. Yes. 

The Cuarman. Without objection, that will be included in the 
record. 

(The letter referred to follows :) 

STATE OF ALABAMA, 
Montgomery, Ala., June 12, 1958. 
Hon. Leo H. Irwsn, 


Clerk, Committee on Ways and Means, 
Room 1102, New House Office Building, Washington, D. C. 


Dear Mr. IRwin: Thank you for your letter of June 11 in which you have 
tentatively scheduled Monday, June 23, 1958, as the date for our group to appear 
before the Committee on Ways and Means. 

In compliance with the information listed in your letter, we are submitting 
the following information to substantiate our position and interest in connection 
with the passage of H. R. 12549. 

1. Certified copies of Acts of Alabama, No. 813, approved September 11, 1951; 
and No. 15, approved February 15, 1955, which comprise the section of the code 
referred to in title 62, article 12, section 557 (26) and the following Code of 
Alabama, 1940. (Filed in legislative folder—H. R. 12549.) 

2. Certified copies of Acts of Alabama, No. 323, approved June 30, 1943; and 
No. 240, approved July 29, 1947. (Filed in legislative folder—-H. R. 12549.) 

3. Certified copies of Acts of Alabama No. 321, approved August 30, 1955; No. 
416, approved September 9, 1955; No. 285, approved August 16, 1957, and No. 380, 
approved September 3, 1957, which comprise the section of the code referred to in 
title 62, article 15, section 105 (3) and the following, Code of Alabama, 1940. 
(Filed in legislative folder—H. R. 12549.) 

4. Certified copies of opinion of the attorney general and resolution of the 
Montgomery County Board of Revenue. 

Under the provisions of both systems, employees are eligible for retirement at 
one-half salary after 20 years’ service. These employees’ names are placed on a 
retired list which constitutes a reserve list of employees to be recalled any time 
the governing officials deem their services are needed. These employees, when 
recalled to duty, will work in any department, or section, in need of help as long 
as their services are required. 

Effective January 1, 1955, employees of both the city of Montgomery and 
Montgomery County were covered for old-age and survivors insurance after a 
favorable vote was cast by both groups. 

It was the opinon of the attorney general that these employees who were on the 
reserve list of employees were covered for OASI purposes and should be reported 
just the same as active employees until the month in which they reached retire- 
ment age and after attaining retirement age their salary and/or wages would be 
taxable only during the months actually rendering services. 

Based upon the opinion of the attorney general, 42 employees who were on the 
reserve list of employees were affected and their reduced salary payments have 
been reported for OASI purposes. 

The proposed legislation merely validates the opinion of the attorney general 
and covers only the 42 employees who are presently receiving the reduced salary 
payments. 

I might state also that this legislation, if passed, will cover only the employees 
affected through December 1964. 
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Based upon the above facts and circumstance involved, it is the desire of this 
office that the committee will see fit to give H. R. 12549 a favorable report. 
With best wishes, I am 
Sincerely yours, 
Mary Texas Hurt GARNER, 
State Agency for Administration of Social Security. 





THE STATE OF ALABAMA 
DEPARTMENT OF STATE 


I, Mary Texas Hurt Garner, secretary of state, of the State of Alabama, having 
eustody of the great and principal seal of said State, do hereby certify that the 
attached copies of Act No, 813, S. 662, approved September 1, 1951, and Act No. 
15, 8S. 9, approved February 15, 1955, are true copies of acts passed by the Alabama 
Legislature and approved by the Governor, 

I further certify that the above referred to acts are the laws covered by title 
62, article 12, section 557 (26) and the following, Code of Alabama, 1940, referred 
to in line 5 (A) of H. R. 12549 of May 19, 1958, by Mr. Grant. 

In testimony whereof, I have hereunto set my hand and affixed the great seal of 
the State, at the Capitol, in the city of Montgomery, this 11th day of June One 
Thousand Nine Hundred and Fifty-eight. 

[SEAL] Mary Texas Hurt GARNER, 

Secretary of State. 


Each Probate Judge, Sheriff, and the Clerk and Register of the Circuit Court 
is required by law to preserve this slip or pamphlet in a book kept in his office 
until the Act is published in permanent form. 


ALABAMA LAW 


(Regular Session, 1951) 
Act No. 813 S. 662—Robison 


AN ACT To provide for and prescribe the form of government for all cities of Alabama 
having a population of not less than 75,000 nor more than 125,000 inhabitants accord- 
ing to the preliminary count of the 1950 federal census or any subsequent regular 
decennial federal census 


Be It Enacted by the Legislature of Alabama: 


Section 1. ORGANIZATION —AIl cities of the State of Alabama having a popula- 
tion of not less than 75,000 nor more than 125,000 inhabitants according to the 
preliminary count of the 1950 f: deral census or any subsequent regular decennial 
federal census shall become organized under the commission form of government 
according to the terms of this Act. The city shall be governed by a board of 
commissioners consisting of three members, one of whom shall be president of 
the board of commissioners, one associate commissioner number one and one as- 
sociate commissioner number two. The term of office of each member of the 
board shall be four years and until his successor shall have been elected and 
shall have qualified as hereinafter provided. The president of the board of 
commissioners shall be the mayor or chief executive of such city. Any city 
coming within the purview of this act which at present has a board of com- 
missioners shall continue with the same board of commissioners until their 
successors in office are elected and qualified as hereinafter provided. The 
general election for president and members of the city commission Shall be held 
on the third Monday in May, 1955, and each succeeding four years thereafter. 
Any city coming within the purview of this act which does not have a commis- 
sion form of government shall continue with its then form of government until 
the first Monday in October, 1955, or any succeeding four years thereafter as the 
case may be, however, such city shall elect a president, associate commissioner 
number one, and associate commissioner number two on the third Monday in 
May preceding its change to the commission form of government under the terms 
of this act. The president and the other two members of the board of com- 
missioners shall be known collectively as the “Board of Commissioners of (in- 
sert name of city)” and have the powers and duties hereinafter provided. 

Section 2. SALARY OF COMMISSIONERS—The salary of the president of the board 
of commissioners shall be $8500.00 per annum, payable in equal monthly install- 
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ments at the end of each calendar month out of the city treasury. The salary 
of each of the other commissioners shall be $6500.00 per annum, payable in 
equal monthly installments at the end of each calendar month out of the city 
treasury. 

Section 3. AutrHorrry—The president of the board of commissioners and the 
commissioners of the city shall be municipal officers only, and shall have, and 
pussess and exercise, all the municipal powers, legislative, executive and judicial. 
Said board of commissioners shall not have, possess or exercise any legislative, 
executive, judicial or administrative powers of the state or county, except when 
acting as recorder, and then only as a committing magistrate, nor shall the offices 
held by them be state offices, except as herein provided. Said board of com- 
missioners shall have the exclusive right to regulate or permit within the 
corporate limits and the police jurisdiction of such city an amusement or the 
playing of any game on Sunday, and any law in conflict with this provision, in 
so far as same relates to such city is hereby repealed. All laws, ordinances and 
resolutions lawfully passed and in force in such city under its former organiza- 
tion, not inconsistent with the provisions of this Act, shall remain in force until 
altered or repealed, according to the provisions of this Act. The territorial 
limits of such city shall remain the same as under its former organization, and 
all rights and property of every description which vested in it shall vest in it 
under the organization herein provided for as though there had been no change 
in the organization of said city; and no right or liability either in favor of it or 
against it and no suit or prosecution of any kind shall be effected by such change, 
unless otherwise expressly provided for by the terms of this Act. All employees 
of said city and all officials except those whose terms of office are abolished 
by this Act shall continue in office until otherwise provided by said board of 
comnissioners of said city. 

Section 4. SELECTION OF EMPLOYEES.—Each and every officer and employee 
of each such city, except the health officer and such persons as may be employed 
by him to enforce quarantine, shall be selected and employed by the said board 
of commissioners, or under its direction, and all salaries and wages paid by said 
city shall be fixed by said board of commissioners. Unless otherwise provided 
the c- mmissioners shall prescribe and may at any time change the powers, duties 
and titles of all subordinate officers and employees of said city, except the health 
oflicer and those holding under him, all of whom shall hold office and be removable 
at the pleasure of the board of commissioners. The authority herein given is 
subject, however, to the provisions of any civil service or merit system law 
applicable to said city. 

Section 5. DISTRIBUTION OF POWERS AND DUTIES.—The powers and duties of the 
board of commissioners of each such city shall be distributed into and among three 
divisions, as follows: division of general administration and finance; division 
of public works; and division of public affairs. The president of the board of 
commissioners, or mayor, shall be the general executive officer of the city and 
shall be charged with the general supervision and direction of its affairs; and 
shall have direct supervision over the division of general administration and 
finance. The division of general administration and finance shall include those 
functions and departments of the city having to do with the collection of taxes, 
licenses and improvement assessments; the expenditures of the city, including 
the purchase of equipment and supplies; accounts and accounting; the budget 
and appropriations; the administration of the jegal affairs of the city, including 
the Recorder’s Court: the management of its sinking funds; and the manage- 
ment of any public utilities owned by the city. Associate Commissioner Number 
One shall have direct supervision over the division of public works. The division 
of public works shall include those functions and departments of the city having 
to do with public improvements in such city, including the construction, improve- 
ment and maintenance of streets, sidewalks, sewers, drainage systems, and public 
buildings and property; the city airport; the public health and sanitation; 
and kindergartens. Associate Commissioner Number Two shall have direct 
supervision over the division of public affairs. The division of public affairs 
sholl include the fire and police departments, the city cemetery, and the depart- 
ment having to do with weights and measures. Any function or department of 
the city not herein specifically assigned to one of the above divisions shall be the 
responsibility of the board of commissioners as a whole; provided, however, any 
such function or department may be assigned to a division, and reassigned, at any 
time by a unanimous decision of all members of the board of commissioners. 

Section 6. Meetrncs—The board of commissioners shall hold regular public 
meetings on Tuesday of each and every week at some regular hour to be fixed 
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by said board from time to time, and publicly announced by it, and it may hold 
such adjourned, called and other meetings as may be necessary or convenient. 
The president of the board, when present, shall preside at all meetings of said 
board but shall have no veto power. A majority of the total number of members 
of said board shall constitute a quorum for the transaction of any and every 
business to be done by said board, and for the exercise of any and every power 
couferred upon it; and the affirmative vote of a majority of the total number 
of members of said board shall be necessary and sufficient for the passage of 
any resolution, by law or ordinance, for the transaction of any business of any 
sort by said board or the exercise of any of the powers conferred upon it, except 
remitting fines, penalties and imprisonment. This provision shall not be con- 
strued, however, so as to prevent the said board from delegating or assigning to 
one or more of its members, or to such boards, commissioners, officers or employees 
as may be created or selected by it the performance of such executive or judicial 
duties, and powers that are vested in said board of commissioners, as may be 
necessary or convenient, provided that same is done by resolution, by law or 
ordinance duly enacted. All meetings of said board of commissioners shall be 
open to the public. No resolution, by-law or ordinance granting any franchise, 
appropriating any money for any purpose, providing for any public improve- 
ment, enacting any regulations, concerning the public comfort, the public safety 
or public health or of any other general or permanent nature, shall be enacted, 
except at a regular or adjourned public meeting of said board, provided that a 
meeting of the board of commissioners of said city may be called at any time 
to consider and act upon any emergency that involves the public safety or public 
health, when not otherwise herein provided. Lvery motion, resolution or ordi- 
nance introduced at any and every such meeting shall be reduced to writing 
and read before any vote thereon shall be taken and the yeas and nays thereon 
shall be recorded. A record of the proceedings of every such meeting shall he 
kept in a well bound book and every resolution and ordinance passed by the 
board of commissioners must be recorded in such book and a record of the 
proceedings of the meeting be signed by at least two of the commissioners be- 
fore the action taken shall be effective. Such record shall be kept available fcr 
inspection by all citizens of such city, at all reasonable times. 

Section 7. Francnises—No resolution, by-law or ordinance granting to any 
person, firm or corporation any franchise, lease or right to use the streets, public 
highways, thoroughfares, or pub ic property of the city, either in, under, upon, 
along, through or over same shall take effect and be in force until thirty days 
after the final enactment of same by the board of commissioners and publication 
of said resolution, by-law or ordinance in full once a week for three consecutive 
weeks, in some daily newspaper published in said city, which publication shall 
be made at the expense of the person applying for said grant. Pending the 
passage of any such resolution, by-law or ordinance, or during the time inter- 
vening between the final passage and the expiration of the thirty days during 
which publication shall be made, as above provided, the legally qualified voters 
of said city may, by written petition or petitions, addressed to said board of 
commissioners, object to such grant, and if, during said period, such written 
petition or petitions signed by at least one thousand legally qualified voters of 
such city sha!l be filed with said board of commissioners, said board shall forth- 
with order an election at which election the legally qualified voters of said city 
shall vote for or against the proposed grant as set forth in the said by-law, 
resolution or ordinance. In the call for said election, the said resolution, by-law 
or ordinance making said grant, sha!l be published in said city, by one publica- 
tion. If at such election, the majority of the votes cast shall be in favor of said 
ordinance, and the making of the said proposed grant, the same shall thereupon 
become effective, but if a majority of the votes so cast shall be against the 
passage of the said resolution, by-law or ordinance and against the making 
of said grant, the said by-law, resolution or ordinance shall not become efiective, 
nor shall it confer any rights, powers, or privileges of any kind, and it shall be 
the duty of the said board of commissioners after such result of said election 
shall be determined to pass a resolution or ordinance to that effect. No grant 
of any franchise, or lease, or right of user, or any other right, in, under, upon, 
along, through or over the streets, public highways, thoroughfares or public 
property of such city shall be made or given, nor shall any such rights of any 
kind whatever be conferred upon, any person, except by resolution or ordinance, 
duly passed by the board of commissioners, at some regular or adjourned public 
meeting and published as above provided for in this section; nor shall any 
extension or enlargement of any such rights or powers previously granted be 








478 SOCIAL-SECURITY LEGISLATION 


made or given, except in the manner and subject to all the conditions herein 
provided for, as to the original grant of same. It is expressly provided, however, 
that the provisions of this section shall not apply to the grant of sidetracks or 
switching privileges to any railroad or street car company for the purpose of 
reaching and affording railway connections and switch privileges to the owners 
or users of any industrial plant, store or warehouse; provided further that said 
sidetrack or switch shall not extend for a greater distance than one thousand 
three hundred and twenty feet. All franchises or privileges heretofore granted, 
which are not in actual use or enjoyment or which the grantees thereof have not 
in good faith commenced to exercise, are hereby declared forfeited and of no 
validity and it shall be the duty of the commission to carry out the provisions 
of this section by the enactment of ordinances repealing said franchises, provided 
this section shall not apply to any franchise in which the ordinance granting 
the same shall have fixed a time within which work shall commence or be com- 
pleted thereunder and such time shall not have expired. No exclusive franchise 
shall ever be granted and no franchise shall ever be granted for a longer term 
than thirty years, and no franchise shall be renewed before one and one-half 
years of its expiration. When any person holding a franchise for the location, 
eonstruction or operation of a railroad over a portion of any street and said 
franchise has not expired, shall subsequently apply for a franchise to locate, 
construct or operate a railroad on any portion of the same street or upon any 
other street in connection therewith, said second franchise shall only be granted 
for the unexpired term of the first franchise. No such grant, right, privilege 
or franchise shall ever be made to any person, firm, or corporation or association 
unless it provides for adequate compensation or consideration therefor to be paid 
to such city, and in addition to any other form of compensation any such grantee 
shall pay annually such fixed charge as may be prescribed in the franchise 
ordinance. Whenever any such grant, right, privilege or franchise provides for 
the payment of a percent of the gross receipts, such grantee shall make and 
report to the commission all its gross earnings once in six months, and pay into 
the city treasury the amounts due such city at the time said report is made. 
Said commission shall also have access to and the right to examine and have 
examined all books, receipts, files, records and documents of any such grantees 
to verify the correctness of such semi-annual statements and to correct the 
same if found to be erroneous. If such statement of earnings be incorrect, then 
such payment shall be made upon such corrected statement. Every ordinance 
granting any franchise may provide that at the expiration of the period for 
which the franchise was granted, or at any time before, as stated in the ordi- 
nance, the city, at its election and upon the payment of a fair valuation therefor, 
to be made in the manner provided in the ordinance making the grant, may 
purchase and take over to itself, the property and plant of the grantee in its 
entirety, but in no case shall the value of the franchise of the grantee be con- 
sidered or taken into account in fixing such valuation. Or it may be provided 
in the ordinance granting any franchise that the property and plant of the 
grantee shall at the expiration of the period for which the franchise was granted, 
become the property of the city, without any compensation to the grantee. Every 
ordinance granting any franchise may further provide that upon the payment 
by the city of a fair valuation in the manner provided in the ordinance, the 
plant and the property of the grantee shall become the property of the city by 
virtue of the grant in payment thereunder, and without the execution of any 
instrument or conveyance. Or in case it is provided in the ordinance granting 
any franchise that the property and plant of the grantee shall at the expiration 
of the period for which it was granted, become the property of the city without 
any compensation to the grantee, the property and plant of the grantee shall 
then become the property of the city by virtue of the grant and without the 
execution of any instrument or conveyance. No franchise granted by the city 
shall ever be leased, assigned or otherwise alienated without the express consent 
of the city, and no dealing with the lessee or assignee on the part of the city 
to require the performance of any act or payment of any compensation by the 
lessee or assignee, shall be deemed to operate as such consent. Where the city 
is the owner of and operates a public utility plant, ne franchise shall be granted 
to any person to operate any competitive plant unless approved first by a vote 
of the majority of the qualified electors of such city, at an election held in 
accordance with the provisions of this Act. 

Section 8. ApvERTISEMENTS—For the advancement of the interests of the city 
the board of commissioners may make expenditures for the advertisement of 
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the advantages of the locality and may make contributions together with its 
commercial organization for that purpose. 

Section 9. Ex.ecrions—In all primary and general elections held for the pur- 
pose of nominating or electing members of the board of commissioners of any 
such city, each of such positions to be filled shall be designated as provided in 
this Act and shall appear on the ballots of such elections designated accordingly. 
Each candidate for nomination or election as a member of the board of commis- 
sioners of any such city shall designate in the announcement and declaration of 
his condidacy the position to which he is seeking nomination or election and his 
name shall appear on the ballots of such election accordingly. An election shall 
be held in the city on the third Monday in May 1931, and on the same day of 
every fourth succeeding year, for the election of the president and two other 
members of the board of commissioners to hold office for a term of four years 
from the first Monday in October in said year and until their respective suc- 
cessors shall have been elected and shall have qualified for office. Any person 
desiring to become an independent candidate at any election which may be held 
according to the terms of this Act for the office of president of the board or 
other commissioner may become such candidate by filing in the office of the 
judge of probate of the county in which said city is situated a statement of 
such candidacy accompanied by an affidavit taken and certified by said judge of 
probate or by a notary public that such person is duly qualified to hold the office 
for which he desires to become a candidate. Such statement shall be filed at 
least twenty-one days before the day set for such election and shall be sub- 
stantially in the following form: “State of Alabama (_------------------. 
County), I, the undersigned, being first duly sworn, depose and say that I am 


O ciinen Gf the Uy Of... eee ae in said State and county and 
MIN Be a rceeeck cece ce eee eee aces Siheelo atte in said city, that I desire to become a 
eandigate for the Ofied Of... 8 lk Ee in said city for the term of 
ee ee years in the election for said office to be held on the___----_ 
SI Clee ceiineeigckerctastecceereabien next; that I am duly qualified to hold said office if 
elected thereto and I hereby request that my name be printed upon the official 
ballot at said election (signed) .-....--.-___-_-__--_-- Subscribed and sworn 
Co Deruee Wi ay Gig... ee eae Om theca he uel day of 
cpismeasha-atiaaienmaiem tte dies MG Weed. oo we ee Pee 


or notary public.” Said statement shall be accompanied by a petition signed 
by at least one thousand persons who shall be qualified to vote at said coming 
election, requesting that such person become a candidate for said office at said 
election. The signers of said petition shall set forth their names in full and 
their residence addresses and said petition shall be substantially like the follow- 
ing: “We, the undersigned, duly qualified electors of the City of........_.______ 
and residing at the places set opposite our respective names, do hereby request 
TORE The RENE OF... Sate ccleee ee i Ee ee be placed upon the official 
ballot as a candidate for the office of___.____________-___-_ in said city for the 
Cen GF years at the election to be held in this City on the day of 
suntiintiniate nai apincobatiean ode: next. We further state that we know said__._________ 
Seaside inane eee aeea to possess the qualifications necessary for said office 
and to be in our judgment a fit and proper person to hold said office. Witness 
our hands on’ tiie’ thew... oe ee Wess a a As Oys3s ” 
At every such election all ballots to be used by the voters shall be printed and 
prepared by the said city at its expense. No name shall appear upon said ballot 
as a candidate for election except the names of such persons as have become 
candidates according to the provisions of this Act; and no ballot shall be used 
at any such election except the official ballot prepared as herein provided. At 
every such election the judge of probate, sheriff and clerk of the circuit court of 
the county in which such city is situated, or a majority of them acting as an 
appointing board, must not more than ten nor less than five days before the 
holding of such election, appoint from the qualified electors of the respective 
voting places three inspectors and two clerks for each place of voting, and a 
returning officer for each precinct, to act at the place of holding elections in each 
precinct in such city. All candidates of political parties shall in addition to any 
affidavit required by such party authority make and file in the office of the 
judge of probate of the county in which said city is situated the affidavit re- 
quired to be filed by independent candidates. All elections held under this Act 
shall, where applicable and not in conflict with this Act, be governed and con- 
ducted in all respects as provided under chapter 1 of title 17, Code of Alabama 
1940. No petition shall be required of party candidates. 
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Section 10. Vorine. At every election held under this Act, each voter regis- 
tered in the city involved shall vote for one candidate for each office to be filled 
and no ballot shall be counted which fails to comply with this requirement, and 
the candidates receiving the highest number of votes for such office shall be 
declared elected. 

Section 11. Ericrsmiry. No person shall be eligible to become a member of 
the board of commissioners of the city who is not duly qualified to vote in said 
city. In case any person after he shall have been elected and duly qualified as 
such commissioner, shall be declared ineligible to hold such office a successor 
shall be chosen as in the case of a vacancy by death, resignation or from any 
other cause. 

Section 12, OATH OF COMMISSIONERS. Every person who shall be elected to the 
office of commissioner in such city, shall before entering upon the discharge of 
the duties of the office qualify by making oath that he is eligible for said office, 
and will execute the duties of the same according to the best of his knowledge 
and ability. Said oath shall be administered by the retiring mayor or president 
of the board of commissioners of such city, or by a notary public. The term of 
office of said commissioners shall begin on the first Monday of October suc- 
ceeding the election, except as may be otherwise expressly provided. Each 
commissioner shall before entering upon the duties of his office, give a good 
and sufficient bond, which may be executed by a bonding company authorized to 
do business, in Alabama, payable to and for the use and benefit of such city, 
in the sum of five thousand dollars, conditioned for the faithful discharge of his 
duties and that he will have such city harmless from all loss caused by his 
neglect of duty or misfeasance in office or for the willful expenditure of any 
moneys of such city in violation of law, and said bond before being accepted, 
shali be approved by the judge of probate, in and for the county wherein such 
city is situated. The premiums on said bond shall be paid out of the city 
treasury. Neither any member of the commission nor any person holding an 
office of profit under the commission shall hold any office of profit or trust under 
the laws of any state of the United States, or hold any county or other city 
office; nor shall any commissioner be elected or appointed to any office created 
by, or the compensation of which was increased or fixed by the commission, 
while he was a member thereof, within two years of his membership on said 
commission. 

Section 13. Orprnances. No ordinance passed by the commission, except 
when otherwise required by the general laws of the state or by the provisions 
of this subdivision, except an ordinance for the immediate preservation of the 
public health or safety, which contains a statement of its urgency and is passed 
by a unanimous vote of the commission shall go into effect before ten days 
from time of the final passage, and if during said ten days a petition signed by 
electors of the city equal in number to at least twenty-five per centum of the 
entire vote cast at the last general municipal election held in said city protest- 
ing against the passage of said ordinance, be presented to the commission, the 
same shall thereupon be suspended from going into operation, and it shall be 
the duty of the commission to reconsider such ordinance, and if the same is not 
entirely repealed, the commission shall submit the ordinance to the vote of the 
electors of the city, either at the general election or at a special municipal elec- 
tion to be called for that purpose, and such ordinance shall not go into effect 
or become operative unless a majority of the qualified electors voting on the 
same shall vote in favor thereof. Said petition and election shall be in all 
respects in accordance with the provisions of this Act, except as to the per- 
centage of signers. 

Section 14. VACANcIES. Whenever any vacancy shall occur in the office of the 
president of the board or any other commissioner of the city the remaining com- 
missioner or commissioners of such city shall order an election to be held not 
less than sixty, nor more than ninety days from the date such vacancy occurs, 
at which election a successor to said office for the unexpired term shall be voted 
for. Notice of such election shall be given by publication once a week for three 
successive weeks in some newspaper published in such city. Any person de- 
siring to become a candidate for such office at such election shall qualify as pro- 
vided herein and upon his so doing his name shall be placed upon the official 
ballot used in said election. The person who shall be elected to such office at 
such election shall qualify for office as soon as practicable and shall hold office 
for the unexpired term of his predecessor. Provided that whenever any vacancy 
shall occur in the office of the president or commissioner within twelve months 
prior to the general city election as provided by this Act, then the successor of 
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such commissioner or commissioners shall be elected by the remaining member 
or members of the board of commissioners of such city within thirty days from 
the date of said vacancy and such successor shall serve for the unexpired term 
of his predecessor. Every person who shall be elected to the office of president 
or commissioner in any such city under the provisions of this section shall 
qualify for office as soon as practicable after such election, and shall be clothed 
with all the duties, responsibilties, and powers of such office immediately upon 
qualification. 

Section 15. PRIMARY ELECTIONS. It shall be legal to hold party mass meetings, 
conventions or primary elections for the purpose of nominating candidates for 
the board of commissioners. (a) Candidates for president and associate com- 
missioners of the city may be nominated in mass meetings, conventions or primary 
elections as defined in Chapter 2 of Title 17, Code of Alabama of 1940, by any 
political party as defined in said Chapter 2 of Title 17. (b) All mass meetings, 
conventions or primary elections under this subdivision shall be held on the third 
Monday in March, 1955, and every four years thereafter for the nomination of 
candidates for president and associate commissioners of said city, by all political 
parties as herein defined. (c) The beat or precinct committeemen of the county 
executive committee of precincts located within or partly within said city, shall 
constitute the executive committee of the political parties as defined in this 
subdivision, until committees are elected as herein provided. Said committee 
shall elect a chairman who shall have all the power and authority of the 
chairman of other committees of like character. There shall be elected in the 
primary held by the different political parties a committee composed of one 
member from each beat located within or partly within said city and every four 
years thereafter. Said committee shall have all power and authority that is 
exercised by similar committees of the different political parties under said 
Chapter 2 of Title 17, when not in conflict with this Act. (d) The expense 
of such primary election shall be paid in the same manner and to the same extent 
as is or may be provided by law for the payment of expenses of the city election 
held under this Act. (e) The said committee hereby created, or other governing 
authority, shall, at least twenty days prior to the holding of such primary 
election, certify to the judge of probate of the county in which said city is located, 
the names of all candidates of their parties running for office, who are to be 
voted for by the voters of said city and the judge of probate of said county, 
in which said city is situated, shall in the manner and form provided for, 
prepare all ballots for such primary election. (f) When it shall be desired by 
the city executive committee or governing authority of any political party to 
enter the primary election held under the provisions of this subdivision, said 
committee shall give notice thereof by advertising in some newspaper published 
in said city at least once a week for three consecutive weeks prior to such primary 
elections. (g) All persons registered in the city involved who are qualified 
electors under the general laws of this State shall have the right to participate 
in such primary elections, subject to such political or other qualifications as 
may be prescribed by the city executive committee or governing body of such 
political party. (h) Separate official ballots and other election stationery and 
supplies for each political party shall be printed and furnished for use at each 
ward or precinct and shall be of a different color for each of the political parties 
participating in such primary election. Across the top of the ballots shall be the 
words “Official Primary Election Ballot”. Beneath this heading shall be printed 
the year in which said election is held and the words “Democratic Party” or 
“Republican Party” or other proper party designations. Each group of candidates 
to be voted on shall be preceded by the designation of the office for which the 
candidate seeks nomination and in the proper place the words “Vote for One”. 
(i) The names of the candidates for each office shall be printed in alphabetical 
order according to surnames, and the official ballots for primary elections shall 
be printed in substantially the following form. Official Primary Election 
BOO IR \  ecsaessie Party Ward, District or Precinct Number —___--_- City 
a Make X Mark Opposite Your Choice. For President of Commission. 
(Vote for One). John Doe, Richard Roe. For Commissioner Number One. 
(Vote for One). Buck Doe, John Doe. For Commissioner Number Two. (Vote 
for One). Abe Martin, Richard Martin. (j) Where more than one political 
party has entered such primary election, the proper officials shall furnish to the 
election officials of each voting place, separate ballot boxes for each party 
participating in such primary. Said boxes shall be distinctively marked and the 
ballots of the electors of each party shall be deposited in the box assigned to 
and designated to that party. The returns, certificates or official list of voters, 
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ballots, tally sheets and affidavits as to challenged voters, after the canvass of 
the votes shall be deposited in the ballot box of the party to which they relate. 
(k) At the close of the primary election at each polling place and nowhere else, 
the inspectors and clerks shall proceed forthwith without adjournment in a 
manner, provided by law, in case of general election, to count the vote and make 
return thereof as provided by law in the case of returns of general elections. 
(1) The counting of the ballots and the results shall be publicly proclaimed. 
Separate certificates for each of the political parties entering said primary and 
results of said election shall be drawn up by said inspectors and clerks at each 
and every election district, precinct or ward, which shall contain all matters 
and things provided for in the law regulating general elections. Said certificate 


in this respect shall be in the following form: ~------------------_- We hereby 
certify that John Doe—Candidate for _._---___-__- Weeves oceie en cckce Votes. 
Richard Roe—Candidate for ~-.--------- PN no ne Votes. Said 


certificates shall be signed by each of the inspectors; one copy of same shall be 
forthwith posted in a conspicuous place at such polling place. A copy shall be 
deposited with the proper committee or governing authority of each of the 
political parties participating in the primary at such place as the committee 
or governing authority shall designate for receiving such returns. (m) The 
city executive committee herein created or other governing authority of the 
parties participating in said primary shall, not later than Friday at noon 
following the election, receive the returns, canvass the same and declare the 
results of said primary election. For each of the posts of President of the 
Commission, Commissioner Number One, and Commissioner Number Two, the 
candidate receiving a majority of the votes cast shall be declared nominated. 
If, for any one or more of said offices, no candidate shall receive such a majority 
of the votes cast, then the nomination to such office shall be between the two 
candidates receiving the highest number of votes cast, to be decided in a second 
primary as herein provided. The candidates receiving the majority of votes in 
such second primary shall be declared nominated for said office. The purpose 
of providing for a double primary is to insure the majority rule that all 
candidates of said party shall receive a majority of votes cast in said primary. 
(n) When a second primary is necessary the said city executive committee or 
other party governing authority shall order a second primary election, to be 
conducted under the same rules and regulations as the first, to be held one week 
from the date of said first primary for the nomination of candidates as herein 
above provided. (0) Not less than twenty days before the general citv election 
to be held under this Act, the said city executive committee or other party 
governing authority shall certify to the judge of probate of the county in which 
said city is situated the name or names of the nominees of their party as the 
candidates of such party in the general city election for the office for which each 
of such nominees is nominated. (p) Each candidate for nomination may, at 
least twenty days before the primary present to the city executive committee 
of his party a list of election officers desired by him for any one or more 
of the districts, wards, or precincts; and his city committee shall, so far 
as practicable, make up from the lists so presented to it a list of names of 
election officers, six in number, for each ballot box in each voting place in each 
district, ward or precinct, which it will nominate to the appointing board as 
herein provided for appointment as officers to conduct the primary election, and 
the city committee shall not less than fifteen days prior to such primary election, 
present the list so made up by it to the said appointing board which appoints the 
election officers to conduct elections for said city, which appointing board from 
the list so presented to it by the city committee shall not more than ten nor less 
than five days prior to such primary elections, select and appoint the officers to 
conduct the primary election, observing the above rule as to representation 
wherever more than one party enters the primary and in the latter case if a 
city committee has not given a sufficient number of names, for a box, then the 
appointing board shall supply the deficiency from electors of that party. (q) All 
nominations held under this Act may be contested, within five days after the 
result has been declared, under the same conditions and on the same grounds as 
provided in the general election laws as to state and county officers, and as 
provided in this Act. Such contest shall be heard and tried by the city executive 
committee ; and whenever there is no city executive committee as above provided, 
then by any governing of said political party. (r) The chairman of the city 
committee, upon the filing with him of any contest as herein provided, shall 
within five days issue a call for said committee to meet at the county seat, in 
which said city is located, at a time not less than ten days nor more than twenty 
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days after the filing of such contest, to hear and determine the same. (s) Either 
party to said contest shall have the right of appeal to the county executive com- 
mittee from the final decision of the city committee upon the same. Notice 
of such appeal must be filed with the county executive committee within ten 
days after the determination of such contest by the city executive committee, 
and at the time of filing such notice, such appellant shall deposit with the 
said county committee the sum of one hundred dollars to cover such costs and 
expenses as may be incurred by the county executive committee in hearing and 
determining said appeal. (t) That the city executive committee or other gov- 
erning authority of any political party whenever it deems it desirable or necessary 
may require an enrollment of the voters of such party in such city at any time 
not less than thirty days nor more than ninety days before the date of holding 
any primary election under this subdivision, and at such primary election only 
those voters of such political party who are lawfully enrolled shall be permitted 
to participate therein. This enrollment shall be made by a committee of 
three qualified party voters designated by said city executive committee or other 
governing authority of such party in such city. Such enrollment of voters shall 
be made at the county seat of the county in which said city is located, after giving 
at least twenty days notice of the time and place of such enrollment. In the 
event that any applicant is refused enrollment, then upon his sworn statement 
that he is a qualified voter of the city and possesses the qualifications prescribed 
by the party calling such primary election, then his name shall thereupon be 
enrolled upon said list of voters. Any person who willfully and falsely makes 
any such sworn statement shall be guilty of perjury. Each applicant for enroll- 
inent shall give his name, age, the postoffice address and the number of his 
voting precinct, ward or district. The list of names enrolled shall be arranged 
by the enrolling committee alphabetically by precinct or voting place and a 
copy of such list shall be filed by such enrolling committee with the city executive 
committee at least twenty days prior to the day of the holding of such primary 
election for which the enrollment is made. The city executive committee shall 
furnish to the inspectors for such primary election in each precinct one or more 
copies of the enrolled voters for such precinct and such list of enrolled voters 
shall be those and only those entitled to participate in such primary election, 
provided that any voter who may be otherwise qualified to participate in such 
primary election, but because of sickness, absence from the city or because of 
some other absolutely unavoidable reason was unable to secure enrollment during 
the period prescribed by the committee for enrollment under the provisions of 
this section, upon his sworn statement in writing setting out in full the reasons, 
which unavoidable prevented his enrollment, shall by the inspectors be permitted 
to participate in such election even though his name is not upon the enrolled list 
of voters in such precinct. Any person who makes any sworn statement knowing 
such statement to be false shall be guilty of perjury. (u) Any qualified elector 
of this state whose name at the time of such primary election appears on the 
official list of qualified voters in said city and who may at any primary election 
hereafter held pursuant to this subdivision, by reason of his regular business 
and in the performance of his regular duties, be absent from such city, may vote 
in such primary election in the manner and under the regulations hereinafter 
prescribed with like effect as if he were casting his vote in person at his regular 
and proper polling place. (v) The absent voter so entitled to vote, provided 
at the time he requests such ballot his name is on the official list of qualified 
electors in such city, may procure from the judge of probate, an official 
ballot of the party with which such voter is affiliated, or with which he 
desires to affiliate in such election, and such voter shall make and subscribe 
the oath or affidavit hereinafter set out, and attach the same to his ballot, 
and forward the said ballot and affidavit in a sealed envelope by mail, 
postage prepaid, or otherwise, to the chairman of the city executive committee 
of the political party with which such voter is affiliated, or other authority as 
provided in Article 3, Chapter 2 of Title 17, Code of Alabama of 1940. The 
chairman of the city executive committee, or other authority as provided, shall 
endorse on said envelope over his signature the date and hour of the receipt 
thereof by him and shall safely keep the said ballot without breaking the seal 
thereof, and deliver the same on election day to the officers of election at the 
voting place of said absent voter, when and where said election officers, shall 
open said envelope, and in the event the name of such absentee voter appears 
on the official list of qualified voters for said city and for said precinct or district, 
shall check his name off of such official voting list and cause the said ballot to be 
duly and properly recorded, subject, however, to challenge as in other cases 
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provided for. The same shall be handled in all respects as if the said absentee 
voter were present and voting in person. The judge of probate of the county 
in which said city is situated, upon application of any qualified elector of such 
city, not more than twenty nor less than five days before any primary election is 
to be held in such city, shall deliver or forward immediately upon request of any 
voter in person, by agent, letter or wire to such applicant an official ballot and 
printed form of oath as provided for herein, for use in such election, with an 
envelope addressed to the chairman, or in case of vacancy in the chairmanship 
or disability of the chairman of the city executive committee of the party holding 
said election, to the secretary thereof; and in the event of a vacancy in the 
chairmanship and secretaryship or disability of the chairman and secretary, 
then the envelope shall be directed to the judge of probate of the county in 
which said city is situated. The envelope in which such absent voter transmits 
his ballot shall be addressed to the chairman of the city executive committee 
of the political party with which said absent voter is affiliated, or other authority 
as provided for herein, and shall be endorsed on the left hand upper corner 
thereof substantially as follows: “Absent Voters Ballot. Primary election to be 
ert Oe thre ee We ee 19_. From (name of voter), 
elector of precinct or district ~-._---_-___ PD WN nite aco _.., State of 
Alabama.” (w) The form of oath or affidavit which shall be attached to and 
accompany such ballot by such absent voter shall be sworn to before the City 
Clerk, and shall be substantially as follows: “State of Alabama, City 


re Se i ce City Clerk for said 
City and State this day personally appeared ________-_____-___-__, who is (made) 
known to me, and who, being duly sworn, deposes and says: that his name 
Ribera es a ee ek ; that he is a bona fide resident and qualified elector 
of precinct or district _-__._______ Le Oe de _._., State of Alabama; that 
he has not voted in the primary election to be held on the__-_-day of_______- 10... 
and is entitled to vote therein as a member of the ~___-_-__-- an ic I 


That he will be absent from such city on the day of the primary by reason 
of his regular business and in the performance of his regular duties. That 
he subscribes to all the conditions and qualifications laid down by his party 
committee as a requisite for participation in said primary, and that he is 
familiar with such conditions and qualifications. (Signature of affiant). Sworn 
ay een RR SOS TU Rt RR OE eee ee 
The officer before whom such affidavit is made shall make the following jurat: 
Sora anes ee IT ees appeared before me on the _________-__ 
"ie ee ee 19__ and being first duly sworn, did subscribe to the above 
affidavit: I further certify that said applicant is known to me personally as 
being the identical party he claims to be.” (Signature of Officer). (x) All 
primary elections held under this subdivision shall, where applicable, and not 
in conflict with this subdivision, be governed and conducted in all respects as 
provided under Capter 2 of Title 17, Code of Alabama of 1940. (y) In cities 
where voting machines are in use, procedure shall be as provided in other general 
laws of this state. 

Section 16—GENERAL LAWS APPLICABLE.—AII other general laws of this state 
regulating and prescribing the conduct of municipal elections, and the qualifi- 
cations and registration of voters thereat, shall apply to elections hereunder 
except so far as expressly modified herein. 

Sec. 17—CAMPAIGN EXPENDITURES.—No candidate for the office of commis- 
sioner can lawfully expend more than three thousand dollars on his own funds, 
and of funds contributed by others in aiding his candidacy in any one election. 
Any person violating the provisions of this section shall be disqualified from 
holding said office, if successful and his election may be contested on that ground. 
No person but a qualified voter shall sign any petition authorized by this Act. 
All petitions must contain the certificate of the probate judge as to the requisite 
number of voters required and it shall be the duty of the probate judge of the 
county to ascertain that such petition does contain the requisite number of voters 
and attach his certificate to such a petition. The probate judge shall receive as 
compensation for such service ten cents for each name up to and including one 
hundred, and two cents for each name over that number which said petition may 
contain. Security for the payment of such costs to be approved by the probate 
judge must be given at the time of the presentation of the petition by the person 
or persons filing the same. 

Sec. 18—ELecTIon OFFENSES.—Any person offering to give a bribe, either in 
money or other consideration, to any voter for the purpose of influencing his vote 
at any election provided for in this Act, or any voter entitled to vote at such 
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election, receiving and accepting such bribe or other consideration, any person 
making false answer to any of the provisions of this Act relative to his qualifica- 
tions to vote at any such election, any person willfully voting or offering to vote 
at any such election who has not been a resident of this state for two years next 
preceding such election, or who is not twenty-one year sof age, or not a citizen of 
the United States, or knowing himself not to be a qualified voter of such precinct, 
where he offers to vote, any person knowingly procuring, aiding or abetting any 
violations thereof, shall be deemed guilty of a misdemeanor, and upon conviction 
shall be fined a sum of not less than one hundred dollars nor more than five 
hundred dollars, and may be imprisoned in the county jail for not less than ten 
nor more than ninety days. 

Sec. 19—SoLIcITING aT POLLS.—It shall be unlawful for any candidate for 
commissioner, or for any other person in his behalf, to hire, or pay, or agree 
to pay, any person to solicit votes at the polls on election day and unlawful for 
any person to accept such hire, or make such contract for pay to solicit votes 
for commissioners, and any person violating this section shall be guilty of a mis- 
demeanor, and may be punished by a fine not to exceed five hundred dollars for 
each offense, and the candidate violating this section shall hereby be disquali- 
fied for and rendered ineligible to the office sought. 

Sec, 20-—-STATEMENT OF EXPENSES.—LHvery commissioner elected by popular 
vote in such city shall, within thirty days after qualifying, file with the judge 
of probate of the county and the same shall be published at least once in a 
newspaper of general circulation in such city, his sworn intemized statement of 
all his election and campaigning expenses and by whom such funds were con- 
tributed. Any violation of the provisions of this section shall be a misdemeanor 
punishable by a fine of not more than three hundred dollars and be a ground 
for removal from office. 

Sec. 21—Petitrions.—The petitions provided by this Act may be by a number 
of separate instruments as well as by one instrument. No person but a quali- 
fied voter shall sign any petition provided by this Act. And no person shall sign 
the name of another to any such petition whether with or without authority; 
and no person shall sign more than one separate instrument as a petition for 
any single purpose herein provided. Any violation of the foregoing provisions 
of this section shall constitute a misdemeanor punishable by fine not to exceed 
three hundred dollars. No qualified voter who has signed any petition provided 
for herein can withdraw his signature. 

Sec. 22—INTEREST IN MUNICIPAL CONTACTS.—No officer or employee elected or 
appointed in the city shall be interested, directly or indirectly, in any contract 
for work or material, or the profits thereof, or service to be furnished or performed 
by the city; and no such officer or employee shall be interested, directly or in- 
directly, in any contract for work or material or the profits thereof or services 
to be furnished or performed for any person, operating inter-urban railway, 
street railway, gas works, electric light or power plant, heating plant, telegraph 
line, or telephone exchange, within the territorial limits of said city. No such 
commissioner or other official of such city shall be interested in, or any employee 
or attorney of any person operating any public service utility hereinabove men- 
tioned and described in this Act within said City. No such officer or emplovee 
shall accept or receive, directly or indirectly, from any person, operating within 
the territorial limits of said city, any inter-urban railway, railway, street rail- 
way, gas works, water works, electric light or power plant, heating plant, tele- 
graph line, or telephone exchange or other business using or operating under a 
public franchise, any frank, free pass, free ticket or free service, or accept or 
receive, directly or indirectly, from any such person, any gift or other thing 
of value or any service upon terms more favorable than are granted to the 
publie generally. Any violation of the provisions of this Act shall be a misde- 
meanor, and upon conviction thereof, the guilty person shall be punished by a 
fine of not less than one hundred nor more than three hundred dollars, and may 
be imprisoned in the county jail for not more than ninety days. Every such 
contract or agreement shall be void. Such prohibition of free transportation shall 
not apply to policemen or firemen in uniform nor to policemen in the discharge 
of their duty, nor shall any free service to city officials provided by any franchise 
or ordinance be affected by this Act. 

Sec. 23—EXAMINATION OF RECORDS.—At the end of each year the commission 
shall cause a full and complete examination of all the books and accounts of the 
city to be made by competent accountants and shall publish the results of such 
examination. 
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Sec. 24—Recorper —There shall be in the city the office of recorder of such 
city, and it shall be the duty of the board of commissioners of such city to elect 
a recorder for such city, who shall have all the powers and jurisdiction conferred 
by law upon recorders of cities in the State of Alabama. Such recorder shall 
hold office at the pleasure of the board of commissioners and said board of 
conimissioners shall fix his compensation and the manner and time of its pay- 
ment. Whenever the recorder shall be unable for any reason to perform the 
duties of his office then the president of said board of commissioners shall desig- 
nate some person possessing the qualifications of recorder, as provided in this 
Act to act during the disability of the said recorder, and such person designated, 
when acting as recorder shall have all the powers and jurisdiction, conferred 
by law upon recorders in the State of Alabama. No fines, penalties or other form 
of punishment fixed by such recorder shall be set aside except with the consent 
and sanction of the president of the commission in writing, which consent shall 
set forth the reason for such action. No person shall be eligible to the office of 
recorder of such city who is not a duly qualified elector in the county in which 
such city is situated and who is not admitted to the practice of law in the State 
of Alabama. 

Sec. 25—FI_inG OF PAPERS.—The judge of probate of Montgomery county shall 
receive and file in his office all papers required to be filed with him under the 
terms of this Act. 

Sec. 26—EMPLOYEES PENSION SYSTEM.—There shall be a pension system which 
applies to all employees of the city. 

Sec. 27—EMPLOYEES COVERED.—Any employee of the city who shall have been 
in the service of such city, or in the service of any city which such city has 
immediately succeeded, for as long as twenty consecutive years and shall have 
attained the age of fifty years, or who shall have been in the service thereof for 
as long as twenty-five years, the last ten years of which have been continuous, 
and shall have attained the age of fifty years, upon making written application 
therefor to the board of commissioners or other governing body of such city, shall 
without medical examination or disability, be relieved and retired from active 
service for such city, and upon such retirement, such retired employee shall be 
paid, and the board of commissioners of such city shall order and direct the 
payment of such employee, monthly, during his or her natural life, a sum equal 
to one-half of the average monthly compensation or salary received by such 
employee for the city’s fiscal year in which he or she received the largest salary 
during the five year period next preceding his or her retirement. In computing 
the length of service of any employee who is an applicant for retirement under 
the provisions hereof by reason of having been in the service of such city for 
as long as twenty-five years, the last ten years of which have been continuous, 
such applicant shall not be allowed credit for service unless the last ten years 
of service shall have been continuous and unless the other fifteen years for 
which such applicant seeks credit shall have been in terms of not less than five 
continuous years. Payments hereunder to retired employees shall be made in 
the same manner and at the same time and from the same fund as payment of 
salaries and compensation are made to the regular employees of such city. Any 
employee who shall avail himself of the provisions hereof shall nevertheless 
remain a member or employee of the department of such city to which he or she 
was assigned at the time of his or her retirement, or of such other department 
to which such retired employee may be assigned by the governing body of such 
city, and while relieved of regular duty such employee shall constitute a reserve 
or extra employee of such department and shall be at all times subject to the 
performance of any duty that may be required by the governing body of such 
city. 

Sec. 28—APpplLICcATIONS HEARD.—The board of commissioners of the city shall 
hear and decide all applications for pensions under this act and the decisions on 
such application shall be final and conclusive and not subject to review or 
reversal except by such authority itself. 

Sec. 29—REGISTER OF RETIRED EMPLOYEES.—There shall be kept by the city clerk 
of the city a book to be known as the “Register of Retired Employees”. Such 
book shall contain a full and complete record of the action of the board of com- 
missioners, of such city, in retiring any and all employees under this Act, together 
with the name of each employee so retired, the date such employee entered 
service with such city, the periods of his or her employment, the date of retire- 
ment and the reason for such retirement. The retirement of any employee under 
the provisions hereof shall be by resolution of the board of commissioners, of the 
city which shall be spread upon the minutes of the meeting of such board of 
commissiovers. 
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Sec, 30—INTERPRETATION.—In case of any dispute arising out of or over the pro- 
visions of this act, insofar as it relates to pensions or retirements or the interpre- 
tations of any of the provisions hereof, the decision of the board of commissioners 
of such city shall be final and conclusive. 

Sec. 31—GARNISHMENT AND ASSIGNMENT RESTRICTED.—No part of any pension 
paid or subject to payment under the provisions of this Act shall, before or after 
its payment to a beneficiary hereunder, be seized or held or be in any wise subject 
to garnishment or levy of execution or attachment or other process issued out of 
or by any court of this state, or any other state, so far as same may be sought to 
respond to the payment or satisfaction in whole or in part, of any debt, damage, 
demand, claim, judgment or decree against any beneficiary under said pension 
system, but shall be exempt therefrom; nor shall the whole or any part of any 
such pension, or the right thereto, be assigned, and any assignment thereof shall 
be void and unenforceable. 

Sec. 32—Construction—The provisions of this subdivision shall never be 
construed nor enforced so as to authorize the municipal authorities to grant 
any extra compensation, fee, or allowance to any public officer, servant, em- 
pioyee or agent after service shall have been rendered, nor shall it ever be con- 
strued or enforced so as to authorize payment to any person of the salary of a 
deceased officer beyond the date of his death, nor shall it ever be construed or 
enforced so as to authorize the retirement of any officer on pay or part p.y or 
make any grant to any retiring officer, but that all funds or moneys paid out 
or expended under and by virtue of said sections shall be paid for services to 
be performed or duties to be discharged in the future by the persons to whom 
such payments are made. The governing body of the municipality may, however, 
assign duties and impose services to be performed by the persons for whose 
benefit the pension and retirement system is intended and may make appropri- 
ations and payments to such persons in consideration of the performance of 
such services or the discharge of such duties so imposed upon them. 

Sec. 33—ASSESSMENTS OF COSTS IN CASES FOR VIOLATIONS OF ORDINANCES.—In 
all municipalities governed by this Act there may be assessed as costs of court 
in each case in recorders court a sum not exceeding four dollars ($4.00) in 
connection with every violation of municipal ordinance. The governing author- 
ity of the respective municipalities may by resolution provide that all, or a por- 
tion, of the said costs, shali be paid into a fund provided for the pension of po- 
licemen and firemen, or either, in its respective municipality. The governing 
authority of each municipality or municipal corporation may also, by resolu- 
tion, prescribe to what fund the costs of court shall be paid, and may also fix 
rules for its distribution to several funds, if, in the opinion of the governing 
authority of the municipality, such is advisable. 

Sec. 34. SANITATION IN TERRITORY OUTSIDE OF CORPORATE LIMITS.—(1) Each 
such city governed by the provisions of the Act shall have the same power 
with respect to all matters of sanitation in the territory embraced in the police 
jurisdiction of such city as it has in the territory located within the corporate 
limits of such city. (2) Each such city shall have the same power with refer- 
ence to the construction or reconstruction of sanitary sewer systems and sewage 
treatment or disposal plants and the construction or reconstruction of outlets 
for such sewer systems within the police jurisdiction of such city as it has within 
the corporate limits of such city. (3) Each such city shall have the same power 
with respect to the assessment of the cost of any such construction or reconstruc- 
tion against the property abutting upon or served or benefited or increased in 
value by reason of such construction or reconstruction, where such property 
is located outside of the corporate limits of such city and within the police 
jurisdiction of such city, as it has under existing law with respect to assessments 
against property located within the corporate limits of such city and served, 
benefited or increased in value by reason of such construction or reconstruction 
and shall have the same power to issue bonds or negotiable notes to pay for 
such construction or reconstruction, as it has under law where such assessment 
is made against property located within the corporate limits of such city. All 
laws governing or relating to such assessments against property located within 
the corporate limits shall apply to such assessments made against property 
outside of the corporate limits and within the police jurisdiction of such city. 
All laws relating to the issuance of bonds to obtain money to pay for the cost 
of such construction or reconstruction, where the whole or any nart of such 
cost is assessed against property located within the corporate limits of the 
city shall apply and govern the issuance and sale of bonds to obtain money to 
pay for cost of such construction or reconstruction, where such cost is assessed 
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in whole or in part against property located outside of the corporate limits of 
such city and within the police jurisdiction of such city. 

Sec. 35—Va.ipiry—This Act shall be construed liberally. If any section or 
part is declared invalid in its general or specific application, such declaration 
shall not affect the validity of other sections, parts, or applications. 

36. Repealers Section—All laws or parts of laws in conflict with this Act are 
hereby repealed. 

See. 37 Errecrtve pateE—This Act shall take effect immediately upon its 
passage and approval by the Governor or upon its otherwise becoming a law. 

Approved September 11, 1951. 

Time: 5:45 P. M. 

I hereby certify that the foregoing copy of an Act of the Legislature of Ala- 
bama has been compared with the enrolled Act and it is a true and correct copy 
thereof. 

Given under my hand this 17 day of September, 1951. 

J. E. Spreient, 
Secretary of Senate. 


Each Probate Judge, Sheriff, and the Clerk and Register of the Circuit Court 
is required by law to preserve this slip or pamphlet in a book kept in his office 
until the Act is published in permanent form. 


ALABAMA LAW 


(Special Session, 1955) 
Act No. 15 S. 9—Robison 


AN ACT To amend Section 27 of Act No. 813, S. 662, approved September 11, 
1951, (Acts of Alabama 1950-1951, pages 1426-1447), which relates to provid- 
ing for and prescribing the form of government for all cities of Alabama 
having a population of not less than 75,000 nor more than 125,000 inhabitants 
according to the preliminary count of the 1950 federal census or any subse- 
quent regular decennial federal census by more particularly defining the 
employees covered thereunder. 


Be It Enacted By The Legislature of Alabama: 


Section 1. That Section 27 of Act No. 813, S. 662, approved September 11, 
1951, (Acts of Alabama 1950-1951, pages 1426-1447), be, and the same is hereby 
amended to read as follows: 

EMPLOYEES COVERED: Any employee of the city who shall have been in the 
service of such city, or in the service of any city which such city has immediately 
succeeded, for as long as twenty consecutive years and shall have attained the 
age of fifty years, or who shall have been in the service thereof for as long as 
twenty-five years, the last ten years of which have been continuous, and shall 
have attained the age of fifty years, upon making written application therefor 
to the board of commissioners or other governing body of such city, shall without 
medical examination or disability, be relieved and retired from active service 
for such city, and upon such retirement, such retired employee shall be paid, 
and the board of commissioners of such city shall order and direct the payment 
of such employee, monthly, during his or her natural life, a sum equal to one- 
half of the average monthly compensation or salary received by such employee 
for the city’s fiscal year in which he or she received the largest salary during the 
five year period next preceding his or her retirement. In computing the length 
of service of any employee who is an applicant for retirement under the pro- 
visions hereof by reason of having been in the service of such city for as long 
as twenty-five years, the last ten years of which have been continuous, such 
applicant shall not be allowed credit for service unless the last ten years of 
service shall have been continuous and unless the other fifteen years for which 
such applicant seeks credit shall have been in terms of not less than five 
continuous years. Payments hereunder to retired employees shall be made in 
the same manner and at the same time and from the same fund as payment of 
salaries and compensation are made to the regular employees of such city. 
Any employee who shall avail himself-of the provisions hereof shall neverthe- 
less remain a member or employee of the department of such city to which he or 
she was assigned at the time of his or her retirement, or of such other depart- 
ment to which such retired employee may be assigned by the governing body of 
such city, and while relieved of regular duty such employee shall constitute a 
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reserve or extra employee of such department and shall be at all times subject 
to the performance of any duty that may be required by the governing body of 
such city. Any person employed by such city and performing the duties of a 
regular employee in the service of the city and whose compensation is computed 
on a per diem basis shall be considered a regular employee in the service of the 
city, and the time during which such employee is or has been employed on a per 
diem basis shall be considered continuous and such employee shall be given 
credit for being an employee in the service of the city during the entire period 
of time that he or she has been available for service on a per diem basis and 
his or her employment shall, for the purpose of computing his or her length of 
service, be treated as though said employee has been a permanent and regular 
employee of the city for the entire period for which he or she has been on call 
or serving and performing his or her duties as a regular employee in the service 
of the city notwithstanding the fact that his or her compensation or salary was 
computed on a per diem basis. It is the intention here to provide that an 
employee who performs the duties of a regular employee in the service of the 
city, although his or her compensation is computed on a per diem basis, shall 
have his or her length of service in employment computed and counted for 
the entire period for which said employee has been engaged and on call and 
available for continuous service. 

Section 2. This Act shall become effective immediately upon its passage and 
approval by the Governor, or upon its otherwise becoming a law. 

Approved February 15, 1955. 

Time: 11:30 A. M. 

I hereby certify that the foregoing copy of an Act of the Legislature of 
Alabama has been compared with the enrolled Act and it is a true and correct 
copy thereof. 

Given under my hand this 16 day of February, 1955. 

J. E. Speient, 
Secretary of Senate. 


STATE OF ALABAMA, 
OFFICE OF THE ATTORNEY GENERAL, 
Montgomery, Ala., May 5, 1955. 
Re employees of Montgomery County. 
Miss MAry Texas Hurt, 
Secretary of State, 
Capitol. 

DEAR Miss Hurt: You have asked me about the status of certain Montgomery 
County employees who, although they have “retired,” remain on the payroll sub- 
ject to call. 

Under rulings of the Federal Government these employers appear to be 
standby workers and should be handled as follows: 

If the employee is over 65, only those wages paid to him during periods 
of time actually spent at work are to be reported for social security purposes. 
The payments made to him merely for standing by are not considered wages. 

If, however, the worker is not 65 all payments made to the worker, whether 
as standing by or working, must be reported as wages. 

Very truly yours, 
JOHN PATTERSON, 
Attorney General. 
By RoBertT STRAUB, 
Assistant Attorney General. 
RESOLUTION 


That whereas it has been and is the policy of the board that all persons re- 
tiring from employment under the county pension law are subject to recall for 
service to the county when necessary, and when requested ; and 

Whereas this policy has been carried out from time to time but no formal 
resolution establishing such policy has heretofore been adopted: Now, therefore, 
be it 

Declared and resolved .by the Board of Revenue of Montgomery County in 
official session this the 17th day of September 1956, That it is the established pol- 
icy of the board of revenue and its official interpretation of the county retire- 
ment law that all persons retiring pursuant to such law are subect to recall to 
county service as and when they services are required and requested. 
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I, J. P. Shaffer, as clerk of the Board of Revenue of Montgomery County 
hereby certify that the above resolution is an exact copy from the minutes of 
its official session held on to wit September 17, 1956. 

J. P. SHAFFER, 
Clerk, Montgomery County Board of Revenue. 
Strate oF ALABAMA, 
County of Montgomery, ss: 


Before we, Henry Suddath, a notary public in and said State and county, per- 
sonally appeared J. P. Shaffer, that he is known to me and who first by being 
duly sworn, did upon oath say that he is the clerk of the board of revenue and 


that the above certification is true and correct. 
J. P. SHAFFER, 


Clerk. 


[sear] Henry W. SuppATH, 
Notary Public. 





THE STATE OF ALABAMA 


DEPARTMENT OF STATE 


I, Mary Hurt Garner, secretary of state, of the State of Alabama, having 
custody of the great and principal seal of said State, do hereby certify that the 
attached copies of act No. 321, 8. 344 approved August 30, 1955; act No. 416, 
H-917 approved September 9, 1955; act No. 285, H-822 approved August 16, 
1957, and act No. 380, H-939 approved September 3, 1957, as passed by the Leg- 
islature of Alabama and approved by the Governor. 

I further certify that the above-referred-to acts are the laws covered by title 
62, article 15, section 105 (3) and the following, Code of Alabama, 1940, re- 
ferred to in line 10 (c) of H. R. 12549 of May 19, 1958, by Mr. Grant. 

In testimony whereof, I have hereunto set my hand and affixed the great seal 
of the State, at the capitol, in the city of Montgomery, this 11th day of June, 
1958. 

[SEAL] Mary Texas Hurt GARNER, 

Secretary of State. 


Each Probate Judge Sheriff, and the Clerk and Register of the Circuit Court 
is required by law to preserve this slip or pamphlet in a book kept in his office 
until the Act is published in permanent form. 


ALABAMA LAW 


(Regular Session, 1955) 
Act No. 321. S. 344—Robison 


AN ACT To authorize and require Boards of Revenue, Courts of County Commissioners, 
or other governing bodies in all counties in this State having, or which may hereafter 
have, a population of not less than 125,000, nor more than 200,000, according to the 
last, or any subsequent, federal decennial census to provide a pension or retiring allow- 
ance plan for the employees of said counties, but not for the elected officials, but provid- 
ing that the term or terms of office of any elected official who has subsequently returned 
to the employment service of such counties shall not be included or excluded in computing 
the length of service of any such employee, or be considered as having interrupted the 
continuing employment service or status of such employee in determining his or her 
eligibility for a pension or retiring allowance under the provisions of this Act. 


Be It Enacted by the Legislature of Alabama: 


Section 1. The Boards of Revenue, Courts of County Commissioners, or other 
go ening bodies in all counties in this State having, or which may hereafter 
have, a population of not less than 125,000, nor more than 200,000, according to 
the last, or any subsequent, federal decennial census, are hereby authorized and 
requ'red to provide a pension or retiring allowance plan for the employees of said 
counties and to allow present county employees who have heretofore been em- 
ployees of such counties’ school system, provided they are not included under 
some other pension plan, to count such service as having been rendered continu- 
ously in their present positions; and, also allowing the county employees who 
serve in the Military or Naval Forces of this Country between service periods for 
said counties to count such service as having been rendered for said counties; 
and, also allowing employees who served as temporary acting officials, during 
the period the regularly elected officials served in the Military or Naval Forces 





'e 


Ss, 
er 
he 
w- 
\d- 


ng 
he 
er 


SOCIAL-SECURITY LEGISLATION 491 


of this Country, to count such service as having been rendered such counties as 
regular and continuous employees within the meaning of this Act. This Act 


shall not be construed or interpreted to provide a pension for elected officials, 
provided, however, that the terms or terms of office of any elected official who has 


subsequently returned te the employment service of such counties shall not be 
included or excluded in computing the length of service of any such employee or 
be considered as having interrupted the continuing employment service or status 
of such employee in determining his or her eligibility for a pension or retiring 
allowance under the provisions of this Act. 

Section 2. Any such employee of such counties who shall have been in con- 
tinuous service of said counties for as long as twenty consecutive years and shall 
have attained the age of fifty years, or who shall have been in the service of such 
counties for as long as twenty-four years, the last fourteen years of which have 
been continuous and the other ten years for which credit is sought were in not 
more than three periods, two of which were for terms of not less than four con- 
secutive years and shall have attained the age of fifty years, upon making written 
application therefor to the Boards of Revenue, Courts of County Commissioners, 
or other governing bodies in such counties, or upon being retired by any means 
provided in this Act, shall be retired from said employment service of such coun- 
ties, and upon such minimum retirement, such retired employee shall be paid, and 
the Boards of Revenue, Courts of County Commissioners or other governing bodies 
in such counties shall order and direct the payment of such employee, monthly 
or otherwise as active employees are paid during the remainder of his or her 
natural life, a sum equal to one-half of the highest monthly compensation paid 
to such employee from the funds of such counties during his or her service period. 
provided said payments shall not exceed One Hundred Dollars per month to any 
such retired employee. Any employee of such counties who has been in continu- 
ous service as long as twenty consecutive years or who shall have been in the 
service of such counties for as long as twenty-four years, the last fourteen 
years of which have been continuous but who continues to work for such counties 
an additional year, or number of years, before making written application for 
retirement, or upon being retired by any means provided in this Act, shall be paid 
during the remainder of his or her natural life a sum equal to his or her minimum 
retirement plus an additional two per centum of his highest monthly salary 
multiplied by the number of completed years of additional service—not to exceed 
ten additional years and not to exceed $100.00 over and alove his or her minimum 
service period payment ; provided, however, that no person now drawing a pension 
by reason of any law now in existence shall be affected by this Act. 

Section 3. The Boards of Revenue, Courts of County Commissioners, or other 
governing bodies in such counties, with or without the approval of any employ- 
ing official of such counties, whether elective or appointive, may after giving 
thirty days notice in writing to an employee who is eligible for retirement and 
after reasonable investigation, if such Boards of Revenue, Courts of County 
Commissioners, or other governing bodies in such counties are convinced that 
any such employee has become unable physically, mentally, or otherwise to per- 
form efficiently the duties assigned to him or her, such Boards of Revenue, Courts 
of County Commissioners, or other governing bodies in such counties may order 
such employee retired as provided in Section 2 of this Act. 

Section 4. Payments under this Act to retired county employees shall be made 
in the same manner and at the same times and from the same funds as salaries 
and compensation are made to regular active employees of the Department in 
which such employee was employed by such counties. 

Section 5. Nothing included in this Act shall be considered or construed to 
take from the elective officers of such counties, including the Boards of Revenue, 
Courts of County Commissioners, or other governing bodies and their duly author- 
ized agents, the power to dismiss from the service of such counties any of its 
active employees who for any cause fails or refuses to render faithful or efficient 
service. 

Section 6. The Boards of Revenue, Courts of County Commissioners, or other 
governing bodies in such counties shall hear and decide all applications for 
pensions under this Act and the decisions on such applications shall be final 
and conclusive and not subject to review or reversal except by such authorities 
themselves. 

Section 7. There shall be kept by the Clerks of the Boards of Revenue, Courts 
of County Commissioners, or other governing bodies in such counties a book to 
be known as the “Register of Retired Employees.” This book shall contain a 
complete record of the services of said employees, together with a copy of action 
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of the Boards of Revenue, Courts of County Commissioners, or other governing 
bodies in such counties in retiring any and all employees under this Act. The 
retirement of any employees under the provisions of this Act shall be spread 
upon its minutes. 

Section 8. In case of any dispute arising out of or over the provisions of this 
Act, or the interpretation of any of the provisions thereof, the decisions of the 
Boards of Revenue, Courts of County Commissioners, or other governing bodies 
in such counties shall be final and exclusive. 

Section 9. No part of any pension paid or subject to payment under the pro- 
visions of this Act shall, before or after its payment to a beneficiary hereunder, 
be seized or held or be in anywise subject to garnishment or levy of execution 
or attachment or other process issued out of any court of this State, or of any 
other state so far as same may be sought to respond to the payment or satisfac- 
tion in whole or in part, of any debt, damage, demand, claim, judgment or 
decree against any beneficiary under said pension system, but shall be exempt 
therefrom; nor shall the whole or any part of any such pension, or the right 
thereto, be assigned, and any assignment thereof shall be void and unenforce- 
able. 

Section 10. Any and all laws or parts of laws in conflict herewith are 
expressly repealed. If any part or parts of this Act shall be declared unconsti- 
tutional, it shall not effect the remaining part or parts of this Act. 

Section 11. This Act shall take effect on its passage and approval by the 
Governor or otherwise becoming a law. 

Approved August 30, 1955 

Time: 5:57 P. M. 

I hereby certify that the foregoing copy of an Act of the Legislature of 
Alabama has been compared with the enrolled Act and it is a true and correct 
copy thereof. 

Given under my hand this 1 day of September 1955. 

J. E. SPeient, 
Secretary of Senate. 


Each Probate Judge, the Sheriff, and the Clerk and Register of the Circuit 
Court is required by law to preserve this slip or pamphlet in a book kept in 
his office until the Act is published in permanent form. 


ALABAMA LAW 
(Regular Session, 1955) 


Act No. 416 H. 917—Hall, Goodwyn, Nolen, Dawkins 


AN ACT To authorize and require Boards of Revenue, Courts of County Commissioners, or 
other governing bodies in all counties in this State having, or which may hereafter have, 
a population of not less than 125,000, nor more than 225,000, according to the last, or 
any subsequent, federal decennial census to provide a pension or retiring allowance plan 
for the employees of said counties, but not for the elected officials, but providing that 
the term or terms of office of any elected official who has subsequently returned to the 
employment service of such counties shall not be included or excluded in computing the 
length of service of any such employee, or be considered as having interrupted the con- 
tinuing employment service or status of such employee in determining his or her eligi- 
bility for a pension or retiring allowance under the provisions of this Act 


Be it Enacted by the Legislature of Alabama: 


Section 1. The Boards of Revenue, Courts of County Commissioners, or other 
governing bodies in all counties in this State having, or which may hereafter 
have, a population of not less than 125,000, nor more than 225,000, according 
to the last, or any subsequent, federal decennial census, are thereby authorized 
and required to provide a pension or retiring allowance plan for the employees 
of said counties and to allow present county employees who have heretofore 
been employees of such counties’ school system, provided they are not included 
under some other pension plan, to count such service as having been rendered 
continuously in their present positions; and, also allowing the county employees 
who serve in the Military or Naval Forces of this Country between service 
periods for said counties te count such service as having been rendered for said 
coutnies ; and, also allowing employees who served as temporary acting officials, 
during the period the regularly elected officials served in the Military or Naval 
Forces of this Country, to count such service as having been rendered such 
counties as regular and continuous employees within the meaning of this Act. 
This Act shall not be construed or interpreted to provide a pension for elected 
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officials, provided, however, that the terms or terms of office of any elected official 
who has subsequently returned to the employment service of such counties shall 
not be included or excluded in computing the length of service of any such 
employee or be considered as having interrupted the continuing employment 
service or status of such employee in determining his or her eligibility for a 
pension or retiring allowance under the provisions of this Act. k 

Section 2. Any such employee of such counties who shall have been in 
continuous service of said counties for as long as twenty consecutive years and 
shall have attained the age of fifty years, or who shall have been in the service 
of such counties for as long as twenty-four years, the last fourteen years of 
which have been continuous and the other ten years for which credit is sought 
were in not more than three periods, two of which were for terms of not less 
than four consecutive years and shall have attained the age of fifty years, upon 
making written application therefor to the Boards of Revenue, Courts of County 
Commissioners, or other governing bodies in such counties, or upon being retired 
by any means provided in this Act, shall be retired from said employment 
service of such counties, and upon such minimum retirement, such retired em- 
ployee shall be paid, and the Boards of Revenue, Courts of County Commis- 
sioners, or other governing bodies in such counties shall order and direct the 
payment of such employee, monthly or otherwise as active employees are paid, 
during the remainder of his or her natural life, a sum equal to one-half of the 
highest monthly compensation paid to such employee from the funds of such 
counties during his or her service period, provided said payments shall not 
exceed One Hundred Dollars per month to any such retired employee. Any 
employee of such counties who has been in continuous service as long as twenty 
consecutive years or who shall have been in the service of such counties for 
as long as twenty-four years, the last fourteen years of which have been con- 
tinuous but who continues to work for such counties an additional year, or 
number of years, before making written application for retirement, or upon 
being retired by any means provided in this Act, shall be paid during the 
remainder of his or her natural life, a sum equal to his or her minimum retire- 
ment plus an additional two per centum of his highest monthly salary multiplied 
by the number of completed years of additional service—not to exceed ten 
additional years and not to exceed $100.00 over and above his or her minimum 
service period payment; provided, however, that no person now drawing a 
pension by reason of any law now in existence shall be affected by this Act. 

Section 3. The Boards of Revenue, Courts of County Commissioners, or other 
governing bodies in such counties, with or without the approval of any employ- 
ing official of such counties, whether elective or appointive, may after giving 
thirty days notice in writing to an employee who is eligible for retirement, 
and after reasonable investigation, if such Boards of Revenue, Courts of County 
Commissioners, or other governing bodies in such counties are convinced that 
any such employee has become unable physically, mentally, or otherwise to per- 
form efficiently the duties assigned to him or her, such Boards of Revenue, 
Courts of County Commissioners, or other governing bodies in such counties 
may order such employee retired as provided in Section 2 of this Act. 

Section 4. Payments under this Act to retired county employees shall be made 
in the same manner and at the same times and from the same funds as salaries 
and compensation are made to regular active employees of the Department in 
which such employee was employed by such counties. 

Section 5. Nothing included in this Act shall be considered or construed to 
take from the elective officers of such counties, including the Boards of Revenue, 
Courts of County Commissioners, or other governing bodies and their duly au- 
thorized agents, the power to dismiss from the service of such counties any of its 
active employees who for any cause fails or refuses to render faithful or efficient 
service. 

Section 6. The Boards of Revenue, Courts of County Commissioners, or other 
governing bodies in such counties shall hear and decide all applications for 
pensions under this Act and the decisions on such applications shall be final and 
conclusive and not subject to review or reversal except by such authorities them- 
selves. 

Section 7. There shall be kept by the Clerks of the Boards of Revenue, Courts 
of County Commissioners, or other governing bodies in such counties a book to 
be known as the “Register of Retired Employees.” This book shall contain a 
complete record of the services of said employees, together with a copy of action 
of the Boards of Revenue, Courts of County Commissioners, or other governing 
bodies in such counties in retiring any and all employees under this Act. The 
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retirement of any employees under the provisions of this Act shall be spread 
upon its minutes. 

Section 8. In case of any dispute arising out of or over the provisions of this 
Act, or the interpretation of any of the provisions thereof, the decisions of the 
Boards of Revenue, Courts of County Commissioners, or other governing bodies 
in such counties shall be final and exclusive. 

Section 9. No part of any pension paid or subject to payment under the pro- 
visions of this Act shall, before or after its payment to a beneficiary hereunder, 
be seized or held or be in auywise subject to garnishment or levy of execution 
or attachment or other process issued out of any court of this State, or of any 
other state so far as same may be sought to respond to the payment or satisfac- 
tion in whole or in part, of any debt, damage, demand, claim, judgment or decree 
against any beneficiary under said pension system, but shall be exempt there- 
from; nor shall the whole or any part of any such pension, or the right thereto, 
be assigned, and any assignment thereof shall be void and unenforceable. 

Section 10. Any and all laws or parts of laws in conflict herewith are expressly 
repealed. If any part or parts of this Act shall be declared unconstitutional, it 
shall not affect the remaining part or parts of this Act. 

Section 11. This Act shall take effect on its passage and approval by the Gov- 
ernor or otherwise becoming a law. 

Approved September 9, 1955. 

Time: 10: 21 A. M. 

I hereby certify that the foregoing copy of an Act of the Legislature of Ala- 
bama has been compared with the enrolled Act and is a true and correct copy 
thereof. 

Given under my hand this 12 day of September, 1955. 

R. T. Goopwyn, Jr., 
Clerk of the House. 


Each Probate Judge, Sheriff, and the Clerk and Register of the Circuit Court 
is required by law to preserve this slip or pamphlet in a book kept in his office 
until the Act is published in permanent form. 


ALABAMA LAW 
(Regular Session, 1957) 
Act No. 285 H. 822—Hall, Goodwyn, Dawkins, Nolen 


AN ACT To amend Act No. 416, H. 917, approved September 9, 1955 (Acts of Alabama, 
1955, p. 960), entitled ‘An Act To authorize and require Boards of Revenue, Courts of 
County Commissioners, or other governing bodies in all counties in this State having, or 
which may hereafter have, a population of not less than 125,000, nor more than 225,000, 
according to the last, or any subsequent, federal decennial census to provide a pension 
or retiring allowance plan for the employees of said counties, but not for the elected 
officials, but providing that the term or terms of office of any elected official who has 
subsequently returned to the employment service of such counties shall not be included 
or excluded in computing the length of service of any such employee, or be considered 
as having interrupted the continuing employment service or status of such employee in 
determining his or her eligibility for a pension or retiring allowance under the provisions 
of this Act.” 


Be It Enacted by the Legislature of Alabama: 

Section 1. The title of Act No. 416, H. 917, approved September 9, 1955 (Acts 
of Alabama, 1955, p. 960), is amended to read as follows: 

“An Act To authorize and require Boards of Revenue Courts of County Com- 
missioners, or other governing bodies in all counties in this State having, or 
which may hereafter have, a population of not less than 125,000, nor more than 
225,000, according to the last, or any subsequent, federal decennial census to 
provide a pension or retiring allowance plan for the employees of said counties, 
but not for the elected officials, but providing that the term or terms of office 
of any elected official who has subsequently returned to the employment service 
of such counties shall not be included or excluded in computing the length of 
service of any such employee, or be considered as having interrupted the con- 
tinuing employment service or status of such employee in determining his or 
her eligibility for a pension of retiring allowance under the provisions of this 
Act, except that credit for elective service may be given by the governing bodies 
of such counties under certain conditions specified in the Act.” 

Section 2. Section 1 of said Act No. 416, H. 917, approved September 9, 1955, 
is amended to read as follows: 
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“Section i. The Boards of Revenue, Courts of County Commissioners, or other 
governing bodies in all counties in this State having, or which may hereafter 
have, a population of not less than 125,000, nor more than 225,000, according 
to the last, or any subsequent, federal decennial census are hereby authorized 
and required to provide a pension of retiring allowance plan for the employees 
of said counties and to allow present county employees who have heretofore been 
employees of such counties’ school system, provided they are not included under 
some other pension plan, to count such service as having been rendered con- 
tinuously in their present position; and, also allowing the county employees 
who serve in the Military or Naval Forces of this Country between service periods 
for said counties to count such service as having been rendered for said counties ; 
and, also allowing employees who served as temporary acting officials, during the 
period the regularly elected officials served in the Military or Naval Forces of 
this Country, to count such service as having been rendered such counties as 
regular and continuous employees within the meaning of this Act. This Act 
shall not be construed or interpreted to provide a pension for elected officials, 
provided, however, that the terms of terms of office of any elected official who 
has subsequently returned to the employment service of such counties shall not 
be included or excluded in computing the length of service of any such employee 
or be considered as having interrupted the continuing employment service or 
status of such employee in determining his or her eligibility for a pension or 
retiring allowance under the provisions of this Act, except that the court of 
county commissioners, board of revenue or like governing body of any such 
county may, in its discretion, give credit for elective service in computing the 
length of service of any person who was employed by the county for a period 
of four years or more, who subsequently served as a member of the governing 
body of the county, and who thereafter returned to the employment service of 
the county, but such persons as come within the provisions of this exception 
shall be eligible to receive only the minimum pension or retirement benefits pro- 
vided under this Act.” 

Section 3. This Act shall become effective immediately upon its passage and 
approval by the Governor, or upon its otherwise becoming a law. 

Approved August 16, 1957. 

Time: 11:21 A.M. 


I hereby certify that the foregoing copy of an Act of the Legislature of 
Alabama has been compared with the enrolled Act and it is a true and correct 
copy thereof. 

Given under my hand this 19 day of August, 1957. 

OAKLEY MELTON, Jr., 
Clerk of the House. 


Each Probate Judge, Sheriff, and the Clerk and Register of the Circuit Court 
is required by law to preserve this slip or pamphlet in a book kept in his office 
until the Act is published in permanent form. 


ALABAMA LAW 
(Regular Session, 1957) 


Act No. 380 H. 989—Dawkins, Hall, Nolen, Goodwyn 


AN ACT To authorize the court of county commissioners, board of revenue or like govern- 
ing body of each county having a population of not less than 125,000 nor more than 


225,000, according to the last or any subsequent federal decennial census, to pay pensions 
to certain former employees of the county 


Be It Enacted by the Legislature of Alabama: 


Section 1. The court of county commissioners, board of revenue or like 
governing body of each county having a population of not less than 125,000 
nor more than 225,000, according to the last or any subsequent federal decennial 
census, may order and direct the payment of a pension, in the amount of fifty 
dollars ($50) per month, for the remainder of the person’s natural life, to 
any former employee of the county who served as such for more than twenty 
(20) years, and whose employment terminated prior to January 1, 1935. 

Section 2. This Act shall become effective immediately upon its passage 
and approval by the Governor, or upon its otherwise becoming a law. 

Approved September 3, 1957. 

Time: 11:05 A. M. 
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I hereby certify that the foregoing copy of an Act of the Legislature of 
Alabama has been compared with the enrolled Act and it is a true and correct 
copy thereof. 

Given under my hand this 4 day of September, 1957. 

OAKLEY MELTON, Jr., 
Clerk of the House. 


THE STATE OF ALABAMA 
DEPARTMENT OF STATE 


I, Mary Texas Hurt Garner, secretary of state, of the State of Alabama, 
having custody of the great and principal seal of said State, do hereby certify 
that the attached are true, accurate and literal copies of opinion of the Attorney 
General, State of Alabama dated May 5, 1955 and resolution of the Montgomery 
County Board of Revenue, Montgomery, Ala., dated September 17, 1956. 

In testimony whereof, I have hereunto set my hand and affixed the great 
seal of the State, at the capitol, in the city of Montgomery, this 11th day of 
June One Thusand Nine Hundred and Fifty-Eight. 


[SEAL] Mary Texas Hurt GARNER, 
Secretary of State. 


STATE OF ALABAMA, 
OFFICE OF THE ATTORNEY GENERAL, 
Montgomery, Ala., May 5, 1955. 
Re employees of Montgomery County. 


Miss Mary Texas Hort, 
Secretary of State, Capitol. 


DEAR Miss Hurt: You have asked me about the status of certain Montgomery 
County employees who, although they have retired, remain on the payroll subject 
to call. 

Under rulings of the Federal Government these employees appear to be standby 
workers and should be handled as follows: 

If the employee is over 65, only those wages paid to him during periods of 
time actually spent at work are to be reported for social-security purposes. The 
payments made to him merely for standing by are not considered wages. 

If, however, the worker is not 65 all payments made to the worker, whether 
as standing by or working, must be reported as wages. 

Very truly yours, 
JOHN PATTERSON, 
Attorney General. 
By Rospert STRAvB, 
Assistant Attorney General. 
RESOLUTION 


That whereas it has been and is the policy of the board that all persons retiring 
from employment under the county pension law are subject to recall for service 
to the county when necessary, and when requested ; and 

Whereas this policy has been carried out from time to time but no formal reso- 
lution establishing such policy has heretofore been adopted: Now, therefore, 
be it 

Declared and resolved by the Board of Revenue of Montgomery County in offi- 
cial session this the 17th day of September 1956, That it is the established policy 
of the board of revenue and its official interruption of the county retirement law 
that all persons retiring pursuant to such law are subject to recall to county 
service as and when their services are required and requested. 

I, J. P. Shaffer, as clerk of the Board of Revenue of Montgomery County hereby 
certify that the above resolution is an exact copy from the minutes of its official 
session held on, to wit, September 17, 1956. 

J. P. SHAFFER, 
Clerk, Montgomery County Board of Revenue. 
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STATE OF ALABAMA, 
County of Montgomery, 88: 


Before me, Henry Suddath, a notary public in and said State and county, per- 
sonally appeared J. P. Shaffer, that he is known to me and who first by being duly 
sworn, did upon oath say that he is the clerk of the board of revenue and that the 
above certification is true and correct. 

[SEAL] Henry W. SuppATH, 

Notary Public. 


Tue STATE OF ALABAMA 
DEPARTMENT OF STATE 


I, Mary Texas Hurt Garner, secretary of state, of the State of Alabama, having 
custody of the great and principal seal of said state, do hereby certify that the 
attached copies of acts of the Legislature of Alabama, No. 323, approved June 30, 
1943, and No. 240, approved July 9, 1947, are the laws referred to in line 7 (B) of 
H. R. 12549, of May 19, 1958, by Mr. Grant. 

In testimony whereof, I have hereunto set my hand and affixed the great seal 
of the State, at the capitol, in the city of Montgomery, this 11th day of June 1958. 


[SEAL] Mary Texas Hurt GARNER, 
Secretary of State. 


No. 323 (S. 401—CaTER-SIGHTLER) 


AN ACT To authorize and require the Board of Revenue of Montgomery County, Alabama, 
to provide for a pension or retiring allowance plan for the employees of said County, 
but not for the elective officials 

Be it Enacted by the Legislature of Alabama: 

Section 1. The Board of Revenue of Montgomery County, Alabama is hereby 
authorized and required to provide a pension or retiring allowance plan for 
the employees of said County, including the employees in the Health, Welfare 
and Extension Departments provided they be not included under some other 
pension plan; and, to allow present County employees who have heretofore 
been employees of this County’s school system, provided they be not included 
under some other pension plan, to count such service as having been rendered 
continuously in their present positions; and, also allowing County employees 
who serve in the military or naval forces of this country between service periods 
for this County to count such service as having been rendered this County. This 
Act shall not be construed or interpreted to provide a pension for elective officials. 

Section 2. Any such employee of Montgomery County who shall have been in 
the service of said County for as long as twenty-four (24) consecutive years 
or who shall have been in the service thereof for as long as twenty-eight (28) 
years, the last sixteen (16) years of which have been consecutive and the other 
twelve (12) years for which credit is sought was in terms of not less than 
four (4) consecutive years, upon making written application therefor to the 
Board of Revenue of Montgomery County, shall be retired from said employ- 
ment service for this County, and upon such retirement, such retired employee 
shall be paid, and the Board of Revenue of said County shall order and direct 
the payment of such employee, monthly or otherwise during the remainder of 
his or her natural life, the sum equal to one-half of the highest monthly com- 
pensation paid to such employee from the funds of this County during his or 
her service period. Provided no monthly pension, or retiring allowance plan 
provided in this Act shall amount to more than one hundred ($100.00) Dollars 
per month to any such retired employee. 

Section 3. Upon recommendation of any employing official of said County, 
whether elective or appointive, the Board of Revenue may after giving thirty 
days notice in writing to an employee who is eligible for retirement, and after 
reasonable investigation, if said Board is convinced that any such employee has 
become unable physically, mentally or otherwise to perform efficiently the duties 
assigned to him or her, the Board of Revenue may order such employee retired 
as provided in Section 2 of this Act. 
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Section 4. Payments under this Act to retired County employees shall be made 
in the same manner and at the same times and from the same fund as payments 
of salaries and compensation are made to regular active employees of the De- 
partment in which such employee was employed by this County. 

Section 5. Nothing included in this Act shall be considered or construed to 
take from the elective officers of this County including the Board of Revenue 
and/or its duly authorized agents, the power to dismiss from the service of 
this County any of his or their active employees who for any cause fails or 
refuses to render faithful and/or efficient service. 

Section 6. The Board of Revenue of Montgomery County shall hear and decide 
all applications for pensions under this Act and the decisions on such applica- 
tions shall be final and conclusive and not subject to review or reversal except 
by such authority itself. 

Section 7. There shall be kept by the Clerk of the Board of Revenue a book 
to be known as the “Register of Retired Employees”. This book shall contain 
a complete record of the services of said employees together with copy of action 
of the Board of Revenue of said County, in retiring any and all employees under 
this Act. The retirement of any employee under the provisions of this Act shall 
be by Resolution of the Board of Revenue of the County which shall be spread 
upon its minutes. 

Section 8. In case of any dispute arising out of or over the provisions of 
this Act, or the interpretation of any of the provisions thereof, the decision 
of the Board of Revenue shall be final and conclusive. 

Section 9. No part of any pension paid or subject to payment under the pro- 
visions of this Act shall, before or after its payment to a beneficiary hereunder, 
be seized or held or be in anywise subject to garnishment or levy of execution 
or attachment or other process issued out of or by any court of this state, 
or any other state so far as same may be sought to respond to the payment 
or satisfaction in whole or in part, of any debt, damage, demand, claim, judg- 
ment or decree against any beneficiary under said pension system, but shall 
be exempt therefrom; nor shall the whole or any part of any such pension, 
or the right thereto, be assigned, and any assignment thereof shall be void and 
unenforceable. 

Section 10. Any and all laws or parts of laws in conflict herewith are ex- 
pressly repealed. If any part or parts of this Act shall be declared unconstitu- 
tional it shall not affect the remaining part or parts of this Act. 

Section 11. This Act shall take effect on its approval by the Governor or 
otherwise becoming a law. 

Approved June 30, 19438. 





No. 240 (H. 627—INGALLS, SIGHTLER, PINKSTON, AND BUSBY) 


AN ACT To authorize and require the Board of Revenue of Montgomery County, Alabama, 
to provide a pension or retiring allowance plan for the employees of said County, but 
not for the elective officials. 


Be it Enacted by the Legislature of Alabama: 


Section 1. The Board of Revenue of Montgomery County, Alabama, is hereby 
authorized and required to provide a pension or retiring allowance plan for 
the employees of said County and to allow present County employees who have 
heretofore been employees of this County’s school system, provided they be not 
included under some other pension plan, to count such service as having been 
rendered continuously in their present positions; and, also allowing the County 
employees who serve in the military or naval forces of this country between 
service periods for this County to count such service as having been rendered 
this County; and, also allowing employees who served as temporary acting 
officials, during the period the regular elective officials served in the military 
or naval forces of this country, to count such service as having been rendered 
this County as regular and continuous employees within the meaning of this 
act. This Act shall not be construed or interpreted to provide a pension for 
elective officials. 

Section 2. Any such employees of Montgomery County who shall have been 
in continuous service of said County for as long as twenty consecutive years 
and shall have attained the age of fifty years, or who shall have been in the 
service of said county for as long as twenty-four years, the last fourteen years 
of which have been continuous and the other ten years for which credit is 
sought were in not more than three periods, two of which were for terms of 
not less than four consecutive years and shall have attained the age of fifty 
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years, upon making written application therefor to the Board of Revenue of 
said County, or upon being retired by any means provided in this Act, shall 
be retired from said employment service of said County, and upon such mini- 
mum retirement, such retired employee shall be paid, and the Board of Revenue 
of said County shall order and direct the payment of such employee, monthly 
or otherwise as active employees are paid, during the remainder of his or her 
natural life, a sum equal to one half of the highest monthly compensation paid 
to such employee from the funds of said County during his or her service 
period, provided said payments shall not exceed One Hundred Dollars per 
month to any such retired employee. Any employee of said County who has 
been in continuous service as long as twenty consecutive years or who shall 
have been in the service of said County for as long as twenty-four years, the 
last fourteen years of which have been continuous but who continues to work 
for the County an additional year, or number of years, before making written 
application for retirement or upon being retired by any means provided in this 
Act, shall be paid during the remainder of his or her natural life, a sum equal 
to his or her minimum retirement plus an additional two per centum of his 
highest monthly salary multiplied by the number of completed years of addi- 
tional service—not to exceed ten additional years and not to exceed $100.00 over 
and above his or her minimum service period payment; provided, however, that 
no person now drawing a pension by reason of any law now in existence shall 
be affected by this Act. 

Section 3. The Board of Revenue, with or without the approval of any 
employing official of said County, whether elective or appointive, may after 
giving thirty days notice in writing to an employee who is eligible for retire- 
ment, and after reasonable investigation, if said Board is convinced that any 
such employee has become unable physically, mentally or otherwise to perform 
efficiently the duties assigned to him or her, the Board of Revenue may order 
such employee retired as provided in Section 2 of this Act. 

Section 4. Payments under this Act to retired County employees shall be 
made in the same manner and at the same times and from the same funds as 
salaries and compensation are made to regular active employees of the Depart- 
ment in which such employee was employed by this County. 

Section 5. Nothing included in this Act shall be considered or construed to 
take from the elective officers of this County, including the Board of Revenue 
and its duly authorized agents, the power to dismiss from the service of this 
County any of its active employees who for any cause fails or refuses to render 
faithful or efficient service. 

Section 6. The Board of Revenue of Montgomery County shall hear and 
decide all applications for pensions under this Act and the decisions on such 
applications shall be final and conclusive and not subject to review or reversal 
except by such authority itself. 

Section 7. There shall be kept by the Clerk of the Board of Revenue a book 
to be known as the “Register of Retired Employees”. This book shall contain 
a complete record of the services of said employees together with a copy of 
action of the Board of Revenue of said County in retiring any and all employees 
under this Act. The retirement of any employees under the provisions of this 
Act shall be spread upon its minutes. 

Section 8. In case of any dispute arising out of or over the provisions of this 
Act, or the interpretation of any of the provisions thereof, the decision of the 
Board of Revenue shall be final and conclusive. 

Section 9. No part of any pension paid or subject to payment under the 
provisions of this Act, shall, before or after its payment to a beneficiary here- 
under, be seized or held or be in anywise subject to garnishment or levy of 
execution or attachment or other process issued out of any court of this state, 
or of any other state so far as same may be sought to respond to the payment 
or satisfaction in whole or in part, of any debt, damage, demand, claim, judg- 
ment or decree against any beneficiary under said pension system, but shall be 
exempt therefrom; nor shall the whole or any part of any such pension, or the 
right thereto, be assigned, and any assignment thereof shall be void and unen- 
forceable. 

Section 10. Any and all laws or parts of laws in conflict herewith are expressly 
repealed. If any part or parts of this Act shall be declared unconstitutional it 
shall not affect the remaining part or parts of this Act. 

Section 11. This Act shall take effect on its passage and approval by the 
jovernor or otherwise becoming a law. 

Approved July 29, 1947. 
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The Cuarrman. Does Mr. Hughes or Mr. Coburn desire to say 
anything, Miss Reeves? 

Mr. Hueues. I would be glad to answer any questions, but I believe 
she has covered it fully. 

I am H. L. Hughes, city comptroller of Montgomery. 

The Cuarrman. Do you care to add anything, Mr. Coburn? 

Mr. Cosurn. I believe, the same as Mr. Hughes, that Miss Reeves 
has ably covered it. 

We would like to impress upon the committee that we are here 
because we would like to see this legislation go through, and anything 
that any of you gentleman will do for us will be greatly appreciated. 

The Cuarman. Mr. Suddath. 

Mr. Supparu. My statement is generally the same, and any ques- 
tions I can answer I would be glad to, sir. 

The Carman. Are there any questions of Miss Reeves or any of 
the gentlemen present ? 

If not, we thank you, Mr. Grant, and we thank you, Miss Reeves 
and gentlemen, for coming to the committee and giving us the benefit 
of your views on this matter. 

Miss Reeves. Thank you. 

The CuarrMan. Thank you very much. 

Our next witness is Mr. David Z. Fisher. 

Is Mr. Fisher present ? 

The Chair understands that Bishop Henry N. Miller is here in 
lieu of Mr. Fisher. 

Bishop Miller, will you please identify yourself for the record by 
giving us your name, address, and the capacity in which you appear? 


STATEMENT OF BISHOP HENRY N. MILLER, OLD ORDER AMISH 
CHURCH, MIDDLEBURY, IND. 


Bishop Mriter. I am an ordained bishop of the old order Amish 
Church, Henry Miller, Middlebury, Ind. 

The CHamman. You are recognized, Bishop Miller. 

Bishop Miter. Mr. Chairman, I am always grateful to have the 
privilege of meeting with you representatives of our Government and 
of this Ways and Means Committee. We are also thankful to God 
that we have a Government which we feel is ordained of God which 
also allows religious freedom and also considers minority groups. 

What we would like to bring before you are problems that confront 
us as a result of the old-age and survivors insurance law. 

The Bible proverb says, “Train up a child in the way he should 
go, and when he is old he will not depart from it.” 

One of the things that we have been taught is to give alms, and 
that in secret, to not let the left hand know what the right hand 
doeth; this is, to provide for the needy and poor. The older people 
are also taken care of among us as the need arises. 

If you were to visit most of our communities you would find what 
we call grandpa houses—a small house close by the large house on the 
farm—for each one who is retired to live their remaining years. 

We are gravely concerned that under the old-age and survivors 
insurance plan we would lose the privilege of the heritage that has 
been taught and handed down to us from our forefathers, and the 
blessings that go with it. 
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You know what the Psalm says: 


I have been young and now I am old; yet have I not seen the righteous 
forsaken. Nor his seed begging bread.—Psalms 37: 25. 

We also have an aid plan among us which has been established 
for many years to help each other in need in case of heavy losses 
such as fire and storm damages. 

Our churches do not tolerate other insurances. So we humbly and 
earnestly plead to you to consider the bills H. R. 1093 and also H. R. 
4587 introduced by Mr. Nimtz to provide exemption for all who are 
conscientiously opposed on the ground of conscience and religious 
belief. 

We are not here to throw any reflection on the social-security pro- 
gram whatever, but for us and our church group it does not harmonize. 

I exhort therefore that, first of all, supplications and giving of thanks be 
made for all men, for kings and for all that are in authority, that we may lead 
a quiet and peaceable life in all godliness and honesty.—1 Timothy 2:1, 2. 

We as representatives and ministers of the Old Order Amish Church 
do herein express our deep appreciation, and with grateful hearts do 
we recount the favors and consideration accorded our forefathers in 
the past. As in the days of William Penn, our forefathers accepted 
his invitation to immigrate to this land where they might enjoy free- 
dom of conscience in religion and exemption from military service. 
These benefits were later confirmed to them by the Constitution of the 
United States and the States constitutions. We rejoice that freedom 
of conscience is thus recognized by the laws of our land. 

We believe in a supreme being and also the Constitution of the 
United States of America, and we fee] the Social Security Act and 
old-age survivors insurance is abridging and infringing to our reli- 
gious freedom. We believe in giving alms in the church according to 
Christ’s teaching. 

But when thou doest alms, let not thy left hand know what thy right hand 
doeth: that thine alms may be in secret: and thy Father which seeth in secret 
himself shall reward thee openly.—Matthew 6. 

All things are lawful for me, but all things are not expedient: all things are 
lawful for me, but all things edify not.—1 Corinthians 10: 23. 


I have been young and now am old; yet have I not seen the righteous forsaken. 
Nor his seed begging bread.—Palms 37: 25. 


Also in 1 Thessalonians 4: 11, 12. 


And that ye study to be quiet, and to do your own business and to work with 
your own hands, as we commanded you. That ye may walk honestly toward 
them that are without, and that ye may have lack of nothing. 

But if any provide not for his own, and especially for those of his own house; 
he hath denied the faith and is worse than an infidel.—1 Timothy 4: 8. 

More scripture could be quoted, but hope this is sufficient. 

It has been our Christian concern from birth of our church group 
to supply those of our group who have a need, financial or otherwise. 
We feel this is our religious obligation to our own people and others 
whom we can reach with our resources. 

Our faith has always been sufficient to meet the needs as they come 
about, and we feel the present OASI is an infringement on our 
responsibilities; as a church we feel grieved that this OASI has come 
upon us. 
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May we in a humble and prayerful God-fearing way appeal to you 
as officials of our Government, ask you to prayerfully consider and 
reconsider an exemption for us from the social security law? 

We bishops and representatives of the Old Order Amish churches 
of the United States are appealing to you to prayerfully consider and 
reconsider this favor. 

In God we trust. 

Signed: David Z. Fisher, Andrew J. Weaver, Henry N. Miller, Neil 
I. Hershberger, Chris J. Miller, Benj. M. Kauffman, Henry Z. Fisher, 
Jacob R. Beiler. 

The CuatrMan. Does that conclude your statement, Bishop Miller ? 

Bishop Mirier. Yes, sir. 

The CuHarrmaNn. Are there any questions ? 

Mr. Mason? 

Mr. Mason. Bishop Miller, do I get the understanding that the crux 
of your appeal is your constituents are willing to pay the tax but are 
not willing to accept the benefits? Or do you want to be exempted 
from the tax as well as the benefits ? 

Bishop Miter. The tax, if it could be paid as a tax, would be one 
thing. We always pay our taxes if it is a tax. But the insurance is 
what we object to. 

Mr. Mason. This is really a tax. There is no getting out of that. 
It is levied upon practically all people. There is a difference in being 
exempted from the tax and being exempted from the benefits that are 
accrued under this system. I wanted that clear in my mind. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Simpson will inquire. 

Mr. Srupson. Bishop Miller, I had an impression that it was some- 
thing deeper than the dollars and cents involved in this matter which 
causes you and others representing your religious beliefs to come before 
the committee. 

You, with your beliefs, and others may be exempted from the mili- 
tary service on the basis of your conscientious beliefs, and that right 
is yours and mine, and others under our Constitution and the laws. 
Do you seek to extend that same privilege or right of the conscientious 
objector to being a member of a group who would undertake to provide 
what we term social security for everyone? Do you maintain that you 
have the right to remain outside that organization? Is that your 
point? 

Bishop Miter. Yes. 

Mr. Srvpson. Therefore, based upon conscientious beliefs, you 
would have the Congress recognize what you claim is a constitutional 
right to remain outside the social security ? 

Bishop Miter. That is right. 

Mr. Srmpson. And, of course, the conscientious right, if recognized 
as being your right, would apply to anyone else on the basis of his 
legitimate and proper conscientious beliefs ? 

Bishop MirxreEr. Yes. 

Mr. Stmpson. That was my understanding of the basis upon which 
you come here, and it is a serious question. 

The Cuarrman. Mr. King will inquire, Bishop. 
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Mr. Kine. Your group or your church, Bishop, are unanimous in 
wanting to be exempted from the provisions of the Social Security 
Act? Is that correct? 

Bishop Mixier. Yes. ; 

Mr. Kine. You do not wish to pay the tax and you do not wish to 
be beneficiaries under the act ? 

Bishop Mixier. That is right. 

Mr. Kine. Are you now paying the tax, Bishop Miller? 

Bishop Mititer. We have paid the tax so far in the hope that we 
can get exempted. 

Some have and some didn’t feel they could pay it. That is where 
our problems were. 

Mr. Kine. And it is the tenet of your belief that prompts you to 
wish to be exempted ? 

Bishop Mitier. That is right. 

‘The CHatrman. Are there any further questions ? 

Bishop Miller, we appreciate very much your coming to the com- 
mittee and discussing this matter with us. I have had occasion to 
discuss it with some of those accompanying you in the past, and I am 
glad to see you brought the matter to the attention of the committee 
in public hearings. 

We thank you very much for coming to the committee. 

Bishop Miiier. Thank you. 

The CuatrmMan. Our next witness is our colleague from Indiana, 
the Honorable E. Ross Adair. 


STATEMENT OF REPRESENTATIVE E. ROSS ADAIR, OF INDIANA 


Mr. Apatr. Mr. Chairman, the committee has before it several bills 
which would exempt certain persons from participating in the social 
security program for reasons of their religious faith. 

Members of the Old Order Amish Mennonite faith from the district 
I represent in the House of Representatives have given their views to 
the committee on this subject. I would like to add my voice in sup- 
port of their plea that they be permitted to be excluded from social 
security. 

They are professing the highest and soundest reasons for their posi- 
tion of not wanting to be covered by the social security law. It is 
their sincere belief that because of their religious views and principles 
that they should be granted exemption from this law. 

As consideration is given to the various proposals for revising the 
social security program, I believe it would be most helpful—and in the 
public interest—if the committee would take the proper steps to en- 
able those of this religious faith to do as their conscience dictates in 
this matter. 

Their desire to provide the kind of social security their religion re- 
quires should be respected. 

The committee’s favorable action in regard to this legislative pro- 
posal will be greatly appreciated by these citizens. 

The Cuamman. Our next witness is Mr. George H. Frates. 

Mr. Frates, will you please identify yourself for this record by 
giving us your name, address and the capacity in which you appear ? 
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STATEMENT OF GEORGE H. FRATES, WASHINGTON REPRESENTA- 
TIVE, NATIONAL ASSOCIATION OF RETAIL DRUGGISTS 


Mr. Frates. Mr. Chairman and gentlemen of the committee, my 
name is George H. Frates. I am the Washington representative of 
the National Association of Retail Druggists, an organization com- 
posed of 36,000 small, independent retail pharmacists practicing their 
profession in every State of the Union and the District of Columbia. 

ur local office is at 1163 National Press Building. Dr. John W. 
Dargavel is general manager and executive secretary of the NARD 
with headquarters at 205 West Wacker Drive, Chicago, Ill. Each 
State pharmaceutical association and the District of Columbia Phar- 
maceutical Association is a member of the NARD. 

We appear in opposition to the Forand bill, H. R. 9467, which 
would amend the Social Security Act and the Internal Revenue Code 
so as to increase the benefits payable under the Federal old-age sur- 
vivors, and disability insurance program, to provide insurance against 
the costs of hospital, nursing home, and surgical service for persons 
eligible for old-age and survivors insurance benefits. 

H. R. 9467 is a proposal that would create a vocal point of agita- 
tion for extension of the benefit to include everyone in the population. 
The outcome would be a compulsory national health insurance pro- 
gram centered in the Federal Government. 

Under this bill the Government would make contractual agree- 
ments to reimburse hospitals, nursing homes, po and dentists 
for specific services rendered to approximately 13 million social se- 
curity claimants, which may be expected to be as many as 22 million 
by 1975. Payment would be made directly to hospitals, physicians, 
dentists, and nursing homes. No payments would be made to the in- 
dividual claimant. 

May we emphasize at this point that the pharmaceutical services, 
including prescription dispensing, by the retail pharmacists of the 
Nation, would be completely bypassed. Retail pharmacists repre- 
senting an important segment of the health team would be taxed again 
to put Government in competition with themselves and the free-enter- 
prise system. 

Why is it that in drafting legislation calculated to be of benefit 
to the aged, retail pharmacists are completely ignored while at the 
same time the Congress continues to say that small business is the 
backbone of the Nation? 

. Registered pharmacists are graduates of accredited colleges of 
pharmacy who previously have served their apprenticeships. They 

then must take an exacting examination before their respective State 
boards of pharmacy before they are permitted to compound and/or 
; dispense prescriptions issued by licensed practitioners. 

Are we rapidly approaching the day when the small, independent 
retail pharmacist will have to close his doors because of Government 
competition? Because his own Government saw fit to channel tax- 
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| payers’ money into avenues calculated to destroy the only professional 
. man on Main Street? 

These are serious trends which the Congress should recognize, and, 
at the same time, it should be remembered that the power to tax con- 
tains the power to destroy. 
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The Forand bill projects the principle of Government regulation of 

rofessional fees, wages, and prices. Only those hospitals, nursing 

omes, physicians, and dentists entering into agreements with the 
Federal Government would participate in the program. Experience 
has proved that virtually every qualified doctor and hospital insists 
on independence from Government control, for they know that Gov- 
ernment control limits the quality and quantity of medical facilities 
available to the beneficiaries. 

From time immemorial the confidental, personal relationship be- 
tween the doctor and his patient has been kept inviolate, but this pro- 
posal would end that highly ethical, traditional moral concept. 

H. R. 9467 provides raising the social-security tax base from the first 
$4,200 of income to the first $6,000. The tax rate would also be in- 
creased one-half of 1 percent for employer and employees and three- 
fourths of 1 percent for self-employed persons. By 1975, under this 
bill, an increase in Federal taxes of up to $213 annually—$106.50 for 
the employee and $106.50 for the employer—would result. This 59 
percent increase would terminate in annual payments of $285 each by 
1975. The tax increases of self-employed persons by 1975 could be as 
much as $159.75 a year. 

There is no yardstick by which the cost of the program can be meas- 
ured, but calculations have been made which indicate that eventually 
it will be more than $2 billion per year and taxes would have to be 
raised accordingly. This could bankrupt the social-security program 
and jeopardize the basic retirement income of millions of Americans. 
The proposal that eligible persons be furnished medical and hospital 
service instead of cash benefits would permit the Federal Government 
to spend social-security funds as the Government wishes rather than 
to permit the beneficiary to choose how he will spend his money. 

The National Association of Retail Druggists subscribes to the 
thinking of the American Medical Association in its protest relative to 
H. R. 9467, thus: 

The Forand bill proposes a political solution to a health program. It is a health- 
care bill sponsored by nonmedical people. 

Voluntary health insurance plans have proved capable of handling 
the extensive insurance needs of our growing population. Approxi- 
mately 50 percent in the 65-and-over group have some coverage now, 
as compared with only 20 percent in 1950. Enact H. R. 9467, and you 
will destroy the one method through which older citizens can take care 
of their health needs on a free-choice basis and maintain their inde- 
pendence. Compulsory health insurance and socialized medicine are 
synonymous. 

Mr. Chairman, may I, with your permission, insert a statement issued 
by the California Pharmaceutical Association ? 

The CHarrman. Without objection, that will be included in the 
record. 

(The statement referred to follows :) 


STATEMENT OF GEORGE A. SARGENTI, PRESIDENT, CALIFORNIA PHARMACEUTICAL 
ASSOCIATION REGARDING H. R. 9467, THE ForRAND BILL 


The California Pharmaceutical Association opposes H. R,. 9467, the Forand bill, 
because it represents another intrusion of Government into a field which is 
already being adequately handled by private hospitals, physicians, pharmacists, 
and others in the health field. We would point out that this bill does not create 
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new facilities; it only attempts to provide more people to use the already over- 
crowded hospitals. It does not provide more physicians, in fact it limits the 
availability of physicians to our senior citizens by stating that, if they are to 
receive free surgery, they must be cared for by physicians certified by the Amer- 
ican Board of Surgery, a very small segment of physicians qualified to perform 
surgery. 

We believe the time has arrived when Government spending must be cur- 
tailed, especially in view of the astronomical debt, the current recession and the 
staggering taxload which our citizens are already carrying. Taxes to finance 
the present program are already scheduled to reach 81% percent of payroll up to 
$4,200 in coming years, which is a heavy load; yet the Forand bill raises the 
security tax base to $6,000. The Forand bill is class legislation, as only 9 per- 
cent of our citizens are eligible social security claimants and many of these do 
not receive benefits, as their income is too high; yet apparently the entire group 
would be eligible for free care. 

This bill would limit the number of beds available for the acutely ill of all 
ages, as history has proven that release from financial responsibility has always 
resulted in overutilization of hospital facilities. A comparison between the 
average length of bed occupancy in Government and private hospitals in this 
country today will prove this point. The experience has been the same in many 
other countries. 

Statistics indicate that approximately 50 percent of our citizens in the over-65 
group have some form of voluntary health insurance, as Compared to 20 percent 
in 1950. It is evident that insurance is solving this problem in the American 
way, individual initiative. The Forand bill would stop this progress and substi- 
tute for it a Government bureaucratic operation. 

Approximately 3.5 million citizens over 65 are uninsurable mainly because of 
financial reasons and receive medical care through a multitude of welfare pro- 
grams, both public and private. Over $3 billion in Federal and State aid is 
given annually to the blind handicapped, dependent children and aged for 
medical and other expenses. We think the problem is being adequately handled 
but point out that present statistics are inconclusive. A comprehensive study of 
health problems of the aged should be made so that your committee can have the 
facts upon which to act. 

In conclusion, we urge careful consideration of the many problems of the aged 
before Government intervention is undertaken and we firmly believe the social 
security program should not be tampered with further, in fairness to the millions 
of elderly people who have come to depend upon it for a living. 

Thank you. 

The Cuarmman. We thank you, sir, for bringing to the committee 
the views of the National Association of Retail Druggists. 

Are there any questions ? 

Mr. Foranp. Mr. Chairman, I do not have a question, but I do have 
a statement. 

The Cuarrman. Mr. Forand. 

Mr. Foranp. I think that Mr. Frates is reading into the Forand 
bill items that are not in here. His organization has succumbed to 
the pressure of the American Medical Association. 

That is all I have to say. 

The Cuatrman. Mr. King will inquire, Mr. Frates. 

Mr. Kine. Mr. Frates, by what method does the national associ- 
ation or State associations within your group arrive at their opinion 
on this proposal? Was there a referendum? Or were your dele- 
gates called into session 4 

Mr. Frartes. Oh, yes. Yes, they have gone on record in their 
annual conventions and in the State conv entions, many of them, 
opposed to this bill because, as I mentioned, it completely bypasses 
the retail pharmacies. That puts government in competition with 
the small-business men. 

Mr. Kine. Is it true, as my colleague has stated, that you have 
been entrapped by the American Medic: al Association ¢ 
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Mr. Frartes. I don’t think so. We work with the American Med- 
ical Association on many issues. We oppose them on others. It is a 
question of opinion of how our delegates instruct the officers of the 
association to follow through. 

Mr. Kine. On what other matters of national consequence, Mr. 
Frates, has your organization taken a stand such as this? 

Mr. Frares. The medical care program. 

Mr. Kine. What others ? 

Mr. Frates. Those are the two at issue at the moment. 

Mr. Kine. Just two having to do generally with medical care or 
medicine ? 

Mr. Frartes. That is right. There are pending proposals in the 
Congress whic +h we will oppose later on when hearings are conducted. 

Mr. Kino. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions ? 

If not, again we thank you, Mr. Frates. 

Our next witness is Mr. Howard C. Raether. 

Mr. Raether, will you identify yourself by giving us your name, 
address, and the « capacity in which you appear. 


STATEMENT OF HOWARD C. RAETHER, EXECUTIVE SECRETARY, 
NATIONAL FUNERAL DIRECTORS ASSOCIATION, MILWAUKEE, 
WIS. 


Mr. Rarruepr. Yes, sir. My name is Howard C. Raether, execu- 
tive secretary of the National Funeral Directors Assoc ‘ation, with 
headquarter offices in Milwaukee, Wis. 

The CuarrMan. You may have a seat, Mr. Raether. You are rec- 
ognized. 

Mr. Rarruer. Mr. Chairman and members of the committee, the 
National Funeral Directors Association is made up of over 13,300 
members who have funeral establishments in every State of the 
Union, the District of Columbia, the Hawaiian Islands, Alaska, and 
Puerto Rico. Each year these members take care of more than 80 
percent of the funer als conducted in the United States. 

Social security is one of many matters discussed with survivors by 
a funeral director when arranging a funeral service. Funeral directors 
submit a statement of death to their social security district office for 
deceased workers whose funerals they conduct. 

As your committee knows, since the Social Security Act went into 
effect one of the benefits has been the lump-sum death payment. At 
the present time this payment is made either to the surviving spouse, 
if there is one, or to the person equitably entitled thereto by reason 
of having paid the funeral bill. 

Since 1954 the amount of the social security lump-sum death pay- 
ment has been 3 times the primary benefit, with a ceiling of $255. This 
restricts the lump sum whenever the primary benefit is more than $85 
a month. The present maximum monthly benefit is $108.50. In 
the absence of the ceiling, the lump sum in maximum benefit cases 
would be $325.50. 

According to Social Security Administration figures, 40 percent 
of the lump-sum death payments in 1956 were at the $255 maximum. 
Most of those who received the maximum payment got a sum less 
than they would have if the ceiling was not in effect. As more people 
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are covered a greater length of time the percentage of those getting 
less than three times the primary benefit increases. 

Many people when making funeral arrangements say they are rely- 
ing on the lump-sum payment to help take care of the expenses of 
the last illness and funeral of the deceased. Such payment in most 
cases supplements industrial and life insurance benefits. It is hard 
for survivors to understand why one worker is entitled to a lump-sum 
payment three times the primary benefit and another a payment where 
the multiple is less. Then, too, many lump-sum payments are made 
in cases where the covered worker died without survivors, and the 
lump-sum payment represents all the benefits such worker receives. 
Many such workers have paid social security taxes for many years. 

It is the considered opinion of the National Funeral Directors Asso- 
ciation that the formula for the lump-sum death payment be the 
same in all cases. Any ceiling limiting payments is discriminating 
and unfair. And if benefits are increased, a ceiling would provide 
even more inequities. 

Before concluding my statement I would like to clear up any mis- 
understanding that might exist as to the attitude of the National Fu- 
neral Directors Association toward the lump-sum death payment: Un- 
der the law it is simply a lump-sum death payment, and we look upon 
it as such; not as a burial allowance. We feel payments should be 
made direct to the surviving spouse, if there is one, or to the person 
or persons equitably entitled thereto as is now the practice. It is 
not a part of our program to request the payment be made to the funeral 
director who conducted the funeral for the deceased worker. 

We appreciate the opportunity to appear before your committee, 
and respectfully request that the ceiling unfairly limiting many social 
security lump-sum payments be eliminated. 

The Cuarrman. Are there any questions of Mr. Raether ? 

Mr. Simpson. 

Mr. Srmpson. Mr. Raether, on whose behalf are you speaking 
here ? 

Mr. Rarruer. I am speaking on behalf of the National Funeral 
Directors Association. 

Mr. Srupson. What is the interest that you have in it? Because 
you contact people who have had deaths in the family ? 

Mr. Raeruer. That is right. And the families ask the funeral 
directors questions about social security, and wonder why in one 
instance the multiple in the lump-sum death payment is three times 
the primary benefit, and in another instance the multiple is less. 

Mr. Srwpson. And because you hear their stories, you come in 
to ask us to increase the payments that certain ones of them at the 
present time do not get because of the ceiling that we have on the 
payments. Is that it? 

Mr. Raeruer. That is right, sir. 

Mr. Stwpson. However, it does not mean anything to your 
profession ? 

Mr. Rarruer. Only to the extent that funeral directors represent- 
ing the people they take care of, know of these problems. This is 
the second time we have been privileged to appear before your com- 
mittee and call to its attention this problem and inequity we see in 
the lump-sum payment program. 

Mr. Srwpson. Thank you very much. 
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The Cuarman. Are there any further questions ? 

If not, Mr. Raether, we thank you, sir, for bringing to the commit- 
tee’s attention the views of the National Funeral Directors Associa- 
tion. Thank you, sir. 

Our next witnesses represent the American Legion, Mr. Olson, Mr. 
Stevens, and Mr. McDonald. 

Will you gentlemen identify yourselves for the record by giving 
us your names, addresses, and the capacities in which you appear. 


STATEMENT OF CLARENCE H. OLSON, ASSISTANT DIRECTOR, NA- 
TIONAL LEGISLATIVE COMMISSION ; ACCOMPANIED BY CHARLES 
W. STEVENS, ASSISTANT DIRECTOR, NATIONAL REHABILITATION 
COMMISSION; AND WARREN H. MacDONALD, RESEARCH STAFF 
MEMBER, VETERANS’ SOCIAL SECURITY MATTERS, THE AMERI- 
CAN LEGION 


Mr. Orson. Mr. Chairman, my name is Clarence H. Olson. I am 
assistant director of the national legislative commission of the Ameri- 
can Legion. 

I have with me Mr. Charles W. Stevens, on my left, who is the 
assistant director of our national rehabilitation commission. And on 
my right is Mr. Warren H. MacDonald, who is a staff member deal- 
ing with the veterans’ matters related to social security. 

The CuarrmMan. You gentlemen may have seats. 

Mr. Olson, do you desire to make the statement for your group? 

Mr. Otson. Yes, sir. 

The Cuarrman. You are recognized. 

Mr. Orson. Mr. Chairman and members of the committee, the 
American Legion is sincerely appreciative of the opportunity to ap- 
pear before you for the purpose of discussing social-security legisla- 
tion, in which we have a deep interest. 

Last week, to conserve time, we submitted a statement dealing with 
our recommendations in the field of child welfare. In that work our 
organization maintains a permanent staff of experts, aided by volun- 
teer State and local representatives throughout the Nation. In the 
course of years the American Legion child welfare division has super- 
vised expenditure in child welfare activities of nearly $140 million 
in private funds for that purpose. We feel that the earlier statement 
deserves your serious consideration. 

We take the remaining time to address ourselves to specific bills 
which would amend section 224 of the Social Security Act. Mr. 
Charles W. Stevens, assistant director of our national rehabilitation 
commission, has a prepared statement, too long to be read in this short 
time, and, though he will brief it, it is our wish that same be entered 
in the record as saving been read. 

I have already introduced Mr. MacDonald. And that concludes 
my part, and Mr. Stevens will now take over. 

The CHamman. Mr. Stevens, you are recognized. 

Mr. Srevens. Mr. Chairman and members of the committee, we 
appear to support amendment of section 224 of the Social Security 
Act so that the Social Security Administration disability insurance 
benefit and a child’s insurance benefit based on disability shall not be 
reduced because of concurrent entitlement to a Federal disability 
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benefit based on military service. This amendment is proposed in 
H. R. 1995, H. R. 10246, H. R. 11689, and H. R. 13046, identical bills, 
and many others pending before this committee. 

Our organization has not supported amendments to the Social Se- 
curity Act which would give veterans, as such, a favored position 
under terms of the act. Today we only seek amendment of a provision 
of the act which discriminates against them. 

It is believed that the American Legion’s present position on the 
issue of veterans’ benefits vis-a-vis social security benefits is best 
summed up in resolution No. 30 adopted by the National Executive 
Committee at its meeting on November 20-22, 1957. This resolution 
reads as follows: 

Be it resolved * * * That * * *. It is hereby declared to be the policy of 
the American Legion to— 

1, Oppose any legislative or administrative attempts to merge programs 
administered by the Veterans’ Administration with Federal social security 
benefit programs; and 

2. Sponsor or support only such amendments to the Social Security Act 
as would correct defects or deficiencies in the act which affect veterans, 
their dependents, or in-service personnel. 

Section 224 requires a re duction of the Social Security Administra- 
tion disability insurance payment and a child’s insurance benefit based 
on disability by the amount of a payment on account of disability by 
Federal agencies, such as the Veterans’ Administration and Armed 
Forces. 

Last year the Congress, upon this committee’s recommendation, 
amended section 224 to except compensation paid by the Veterans’ 
Administration for service-connected disability from benefits which 
reduce the Social Security Administration disability insurance pay- 
ments. However, retired pay for service-connected disability, 
awarded by the Armed Forces, is not excepted although the cause for 
payment is identical. 

On August 1, 1958, the Social Security Amendments of 1956 and the 
Servicemen’s and Veterans’ Survivor Benefits Act were approved. 
The latter extended social security coverage on a contributory basis to 
personnel of the Armed Forces from Janu: wry 1, 1957, with the intent 
that concurrent payments of longevity retired pay and social security 
old-age insurance would be made. At the same time section 224 of the 
first-mentioned act in effect denied payment of the Social Security 
Administration disability insurance benefit to military personnel 
whose retired pay is based on service-incurred disability. 

Veterans’ Administration compensation awarded a helpless child 
because of a veteran’s service-connected death reduces the Social Se- 
curity Administration benefit payable because of the condition of such 
a child after attainment of age 18. This is true also of Veterans’ 
Administration pension awarded a helpless child on account of the 
non-service-connected death of a veteran and pension granted a war 
veteran because of his permanent and total disability. 

The greatest impact of the offset provisions of section 224 is upon the 
war veteran awarded Veterans’ Administration pension because of 
permanent and total disability. The Social Security Bulletin of 
March 1958 shows that awards of Social Security Administration dis- 
ability insurance benefits were made to 151,000 workers in the first 
4 months these benefits were payable. It also revealed that almost 
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20 percent of these benefits—29,800—were either reduced or com- 
pletely offset by a periodic benefit paid because of disability under 
another Federal program or under a Federal or State workmen’s 
compensation program. Pension payments by the Veterans’ Admin- 
istration accounted for 86 percent—25,700—of the cases where the 
disability insurance benefit was reduced or completely offset. 

The American Legion feels strongly that the rights of a veteran or 
his dependent based on his war service must not be abrogated or di- 
luted on the basis that he may also have entitlement to benefits under 
some other system unrelated to his war service. 

Some groups and individuals in and out of government believe there 
is overlapping or duplication between certain Veterans’ Administra- 
tion and Social Security Administration programs. We disagree. 
We maintain the programs are mutually compatible and actually com- 
plement one another. 

The American Legion recognizes that the social security system is 
basically a program maintained through compulsory taxation to pro- 
tect this Nation’s insured worker or his family against complete loss 
of income because of disability, death, or old-age retirement, providing 
a floor to the family’s income to which other forms of income are 
additive. 

The Veterans’ Administration disability pension program is the 
Nation’s way of assuring its wartime defenders of a small income if 
they are permanently and totally disabled and meet statutory income 
limitations. It is a needs program, but income standards are not 
intended to be so stringent as to cover only the bare essentials of life. 

Like the Social Security Administration payments, the small Vet- 
erans’ Administration pension payments are not enough to provide 
all of an individual’s needs. Its gratuitous payment is evidence that 
the Nation is not willing to minimize the value of war service rendered 
or to ignore the needs of a disabled war veteran because his disabili- 
ties are not service connected. Federal pensions based on war service 
are and should continue to be a respected form of income. Even the 
Bradley Commission, one of the groups which contends there is 
overlapping between Veterans’ Administration and Social Security 
Administration programs, admitted— 

The Commission is conscious of a national resolve expressed and reaffirmed over 
many years not to let a war veteran sink into destitution. 

It is clear that an individual qualifying for both VA and Social 
Security Administration disability benefits is severely disabled. His 
receipt of substantial earned income would be incompatible with 
entitlement to either benefit. He cannot earn needed extra dollars 
above amounts allowed under the programs. Neither program pro- 
vides additional funds for dependents. Money received from either 
source alone is not expected to meet all of the beneficiarys’ monetary 
needs. Both laws make allowances for the receipt of additional 
income. It is manifestly unfair to deny full entitlement to both bene- 
fits. Persons otherwise eligible should be permitted to receive benefits 
from both sources without offset. 

The Social Security Administration benefits for disabled workers 
and helpless children over age 18 are not gratuities. Payment of 
OASI taxes over a substantial length of time by an insured worker 
establishes a statutory right to the benefits. The offset against the 
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Social Security Administration payments by the Veterans’ Adminis- 
tration or Armed Forces payments deprives the insured worker or 
helpless child of paid-for Social Security Administration benefits. 
While the benefit payments by the Veterans’ Administration or Armed 
Forces continue, none or only part of the Social Security Administra- 
tion payment is made.. In addition, Veterans’ Administration and 
Armed Forces bear added administrative costs because of the offset 
arrangement. 

The rationale, design, and intent of the Veterans’ Administration 
disability pension and Social Security Administration disability 
insurance programs are quite dissimilar although both have the com- 
mon purpose of providing dollars with which to live for severely dis- 
abled persons. It is precisely because of their common purpose, we 
say they complement one another. 

Application of the offset principle to Social Security Administra- 
tion disability insurance may force profoundly disabled war veterans 
to seek public or private charity to meet their minimum dollar needs. 
Even though entitled to both Social Security Administration and 
Veterans’ Administration payments, where offset occurs they cannot 
receive more than the greater of the two. 

If full payment of both benefits is to be denied, the individual 
must apply for relief from his State public welfare agency. If relief 
is afforded under the public assistance program known as aid to the 
permanently and totally disabled or aid to the blind, if appropriate, 
the taxpayer has gained nothing. There is merely a shift of the 
burden to other Federal, State, or local tax-supported programs. The 
Federal budget bears $39 or 65 percent of the first $60 of monthly 
public assistance benefits. 

There is no offset under section 224 of public assistance money. 
This is considered a supplemental program and not a duplication of 
benefit payments. Such programs are considered to be a legitimate 
and appropriate source for the needed extra dollars. We insist this 
should be the case also, as concerns disability benefits based on mili- 
tary service, which have been traditionally awarded as a hedge against 
the requirement of public relief. If there were no veteran-benefit 
programs, there would necessarily be an increase in public assistance 
costs. 

I want to read a letter addressed to our national commander bv a 
war veteran affected by section 224. He shows clearly what the offset 
does. He errs in stating that the Veterans’ Administration with- 
holds pension payment. VA continues to pay the full pension. It 
is the social security payment that is reduced. <A copy of the letter 
has been filed with our prepared statement. 

This was received in our national headquarters on May 5; 1958: 

Dear Str: Would like some kind of answers on these questions. I am a 53- 
year-old World War II veteran. Have 100 percent un-service-connected disa- 
bility. VA claims they are paying me $66.15 a month. If it were just VA and 
I were able to work a little I could go out and earn up to $1,400 a year, and be 
able to live without asking for a handout every week. But when I reached the 
age of 50 I became eligible for social security at $90.40 a month. The VA, in 
return. deducts $66.15 from that. Still they claim they are paying me. All 
the time I was paying in to social security I was thinking it was my insurance. 
Can a man between the ages of 50 and 65 live for any less than the man who 
isn’t 50 or has reached the age of 65? So if a man can’t work after he has 
reached 50 why take away his VA pension? I would like to see Bradley and 
his so-called committee live on what we are trying to. 
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If I were able to work I wouldn’t need VA or social security, and I could 
get a home loan, and Legion group life insurance. The way it is now I can’t get 
any of the benefits. Still the VA deducts the one benefit I think I should be 
getting. If I were service connected everything would be O. K. You would 
think I became disabled because I wanted to. As I can’t live on what I’m getting 
and unable to work all I can do is try and get in a domiciliary home. Which 
would cost the United States a lot more than if I were getting social security 
and the VA pension without deduction. I just don’t get it. 

Please pass this on to a veterans committee. 

Just ANOTHER VET. 


Rh. R. Bergeron, of Arizona, wrote the letter. 

Mr. Chairman, that concludes our prepared statement. 

The Cuatrman. Mr. Stevens, I notice that we had at the desk per- 
haps a more complete statement by you on this subject. Would you 
desire that to be included in the record ? 

Mr. Stevens. We ask that it be, Mr. Chairman. My verbal presen- 
tation only stresses the reasons we urge amendatory legislation. 

The Cuairman. Without objection, that will be included. 


We thank you gentlemen for coming to the committee and bringing 
your views to us. 
(The statement referred to follows :) 


STATEMENT BY CHARLES W. STEVENS, ASSISTANT DIRECTOR, NATIONAL REHABILI- 
TATION COMMISSION, THE AMERICAN LEGION, ON BrLt~ts SEEKING AMENDMENT 
OF SECTION 224 oF THE SocraL Security Act 


Mr. Chairman and members of the committee, we wish to thank the members 
of the committee for this opportunity to express the views of the American 
Legion on certain features of the Social Security Act. 

Because of its concern for the welfare of the Nation as a whole, the American 
Legion has long had a great interest in the progress and success of the social- 
security program embodied in that aet. Our official interest has, of course, 
concentrated on those provisions of the act which have a direct bearing on 
activities and programs in which the American Legion is primarily involved. 

The National Rehabilitation Commission is responsible for carrying out the 
policies of the American Legion concerning the rehabilitation and welfare of 
war veterans and their dependents, as expressed in resolutions adopted by one 
of the organization’s governing bodies, i. e., a national convention or the na- 
tional executive committee. 

In recent years, the commission has found it necessary to devote an increas- 
ing amount of attention to the social-security system and its relationship to 
veterans’ benefits. This is chiefly due to the circulation of ideas by various 
groups and individuals, both in and out of Government, to the effect that there 
is overlapping or duplication between certain programs under the jurisdiction 
of the Veterans’ Administration and those administered by the Bureau of Old- 
Age and Survivors Insurance, and that the administration and payment of 
VA disability and death pension should be merged or coordinated with admin- 
istration and payment of benefits under title II of the Social Security Act. 

There is no overlapping, except that which exists in the minds of those who 
wish to destroy the existing system of veterans’ benefits heretofore established 
by Congress, and to shift the burden of care for the Nation’s defenders to the 
social-security trust funds. We maintain that the two programs are mutually 
compatible and actually complement one another. 

Nevertheless, this issue was brought into sharper focus by the enactment of 
two major pieces of legislation during the 84th Congress; namely Public Law 
880 (the Social Security Amendments of 1956), and Public Law 881 (the Serv- 
icemen’s and Veterans’ Survivor Benefits Act). Certain principles were em: 
bodied in these acts which accord with the ideas referred to above, but which are 
incompatible with the American Legion’s policies respecting veterans’ benefits 
and the organization’s understanding of the nature and the role of the social- 
security system. 

A cornerstone of the American Legion’s rehabilitation program is that the 
administration of Federal benefits based on war service should be under the 
jurisdiction of one agency (specifically, the Veterans’ Administration), and 
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that the rights of a veteran or his dependent based on his war service must 
not be abrogated or diluted on the basis that he may also have earned entitle- 
ment to benefits under some other system unrelated to his war service. 

On the other hand, the American Legion recognizes that the social-security 
system is basically a program for all citizens covered by the act; that the sys- 
tem through compulsory taxation protects an “insured” worker or his family 
against complete loss of income because of disability, death, or old-age retire- 
ment; that the benefits payable from the fund are relative to the extent of the 
worker’s monetary participation in the fund (within reasonable limits) ; that 
the benefits are intended to provide only a “floor” to the family’s income, and 
other forms of income are additive; and, that the benefits are not intended to 
be so large as to usurp the role of private initiative and thereby break with 
the American tradition which encourages all to provide for their own security 
insofar as possible. Within this framework, the American Legion whole- 
heartedly endorses the Federal social-security system. 

Thus far, our organization has not sponsored amendments to the Social Security 
Act which would give veterans as such a favored position under the terms of that 
act. The American Legion did seek—beginning in 1942—amendments designed to 
protect the social security position of those citizens who entered military service 
during the emergency period, inasmuch as such service was not covered em- 
ployment for title II purposes (prior to January 1, 1957). Without such pro- 
tection, a former worker’s insured status would be placed in jeopardy and his 
eventual average monthly wage would be materially lowered. 

These efforts culminated in the grant of the so-called gratuitous wage-credits 
of $160 for each month of military service between the dates of September 15, 
1940, and January 1, 1957. The military wage-credit provisions served their 
purpose well and were, in our opinion, the most equitable, practical, and econom- 
ical means of providing continuous social security protection during the World 
War II and Korean conflict periods, when such large numbers of citizens found 
it necessary to enter military service and thereby leave or postpone entry into 
civilian covered occupations. 

It is believed that the American Legion’s present position on the issue of vet- 
erans’ benefits vis-a-vis social security benefits is best summed up in Resolution 
No. 30, adopted by the national executive committee at its meeting of November 
20-22, 1957. This resolution reads as follows: 

“Be it resolved * * *, That it is hereby declared to be the policy of the Ameri- 
can Legion to 

“1. Oppose any legislative or administrative attempts to merge programs 
administered by the Veterans’ Administration with Federal social security 
benefit programs ; and 

“2. Sponsor or support only such amendments to the Social Security Act as 
would correct defects or deficiencies in the act which affect veterans, their 
dependents, or in-service personnel.” 

In keeping with these two general principles, we wish now to speak in support 
of those bills pending before this committee which seek to amend section 224 of 
the Social Security Act so as to provide that the disability insurance benefit to 
which an individual might be entitled shall not be reduced because such indi- 
vidual is also entitled to a Federal disability benefit based on his or her military 
service; and, to provide that the child’s insurance benefit to which an individual 
18 years of age or older might be entitled shall not be reduced because such in- 
dividual is also entitled to a Veterans’ Administration payment on the basis of 
his or her deceased parent’s military service. We are aware of four identical 
bills which appear to meet these requirements; i. e., H. R. 1995 by Mr. Van 
Zandt, H. R. 10246 by Mr. Philbin, H. R. 11689 by Mr. Ikard, and H. R. 13046 by 
Mr. Roberts. 

Public Law 880, by adding section 223 to the Social Security Act, established the 
disability insurance program for individuals age 50 to 65 who meet the special 
requirements as to quarters of coverage and who are unable “to engage in any 
substantial gainful activity by reason of any medically determinable physical or 
mental impairment which can be expected to result in death or to be of long-con- 
tinued and indefinite duration.” At the same time, section 202 (d) (1) (B) was 
amended so that a child’s insurance benefit could be payable beyond age 18 to an 
we eligible child who, prior to age 18, met the disability definition quoted 
above. 

However, section 224—also added by Public Law 880—specified that if an indi- 
vidual is entitled to a child’s insurance benefit beyond age 18 or to a disability 
insurance benefit, and is also entitled to receive a periodic benefit “based (in 
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whole or in part) on a mental or physical impairment” under a law or system 
administered by some other Federal agency or under a State workmen’s com- 
pensation law, the child’s insurance benefit or the disability insurance benefit 
will be reduced by the amount of the other periodic benefit. 

‘Insofar as benefits based on military service are concerned, this meant that 
the following types of payments would be subject to the reduction or “offset” 
provisions of section 224: 

As to the disability insurance benefits— 

1. VA disability compensation for service-connected disease or injury ; 

2. VA disability pension for non-service-connected permanent and total dis- 
ability ; 

3. Armed services disability retirement pay for service-incurred disease or 
injury. 

As to the child’s insurance benefit— 

1. VA death compensation or denpendency and indemnity compensation 
payable to or on behalf of a child of a veteran who died of service-connected 
causes and where such child is over age 18 but became permanently incap- 
able of self-support prior to age 18; 

2. VA death pension payable to or on behalf of a needy child of a war 
veteran who died of nonservice causes and where such child is over age 18 
but became permanently incapable of self-support prior to age 18. 

During the first session of the present Congress, section 224 was amended by 
Public Law 85-109 so as to provide that VA compensation for a service-connected 
disability would not be affected by the offset provisions. The other types of 
payments listed above are still included for purposes of reducing the social- 
security benefit. 

As to numbers of persons affected, section 224 primarily discriminates against 
war veterans in receipt of VA disability pension. A report—contained in the 
March 1958 issue of the Social Security Bulletin—on the early months of the 
disability program’s operation bears this out. The following excerpt is re- 
vealing : 

“Monthly disability insurance benefits were awarded to 151,000 disabled 
workers aged 50 to 64 in the first 4 months—July through October 1957—that 
awards were made. Almost 20 percent of these benefits—about 29,800—were 
either reduced or completely offset by a periodic benefit paid under a Federal or 
State workmen’s compensation program or under another Federal program 
because of disability. 

“Pension payments by the Veterans’ Administration accounted for 86 percent— 
25.700—of the cases where the disability insurance benefit was reduced or com- 
pletely offset” (p. 17). 

The only other major group affected by section 224 were persons receiving 
State workmen’s compensation, 4,088 cases (includes 99 cases in which VA 
disability pension was also being paid). Another 24 cases were offset because of 
Federal workmen’s compensation. The remaining 87 cases were offset because 
of benefit payments for disability from Federal agencies other than the VA. 
Based on information contained in the May issue of the Bulletin, it would 
appear that the total number of offsets are keeping pace with the increasing 
number of cases on the disability insurance rolls. Presumably the breakdown 
as to types of cases offset continues to follow the pattern noted above. The 
May issue also indicated that data as to offsets of the child’s insurance benefits 
are not available. 

We object to the offset provisions where they apply to benefits based on 
miltary service on grounds of principle previously expressed. In addition, we 
wish to call attention to certain aspects of the respective programs involved 
which clearly suggest that such offsets are unwarranted and unfair. Most of 
the following comment concerns the VA disability pension program and its 
relationship to social-security benefits, but in large part also relates to the other 
forms of benefits based on military service which are subject to the offset. 

In our opinion, the application of the offset principle might be appropriate 
as to two benefit programs where eligibility springs from the same source or 
where the bases for payment of benefits are altogether analogous, and where 
the purpose and intent of both programs are in all or most respects identical. 
But such is not the case as between VA disability pension program and the 
social-security disability-insurance program. 

The disability pension program is the Nation’s way of assuring its wartime 
defenders of a small income if they are permanently and totally disabled (from 
non-service-connected disability not the result of willful misconduct) and if 
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their annual income does not exceed, $1,400 if single, or $2,700 if married or 
with children. A veteran is considered to be permanently and totally disabled 
if he is suffering from “any disability which is sufficient to render it impossible 
for the average person to follow a substantially gainful occupation, but only 
if it is reasonably certain that such disability will continue throughout the life 
of the disabled person.” It is clear that an individual who qualifies for both 
VA pension and social security disability benefits is a severely disabled 
individual. 

While the VA benefit is a “gratuity,” it is made available when needed in 
gratitude for past service when such service was critically needed. It is clear 
evidence that the Nation—and the Congress which represents the Nation—is 
not willing to minimize the value of such service merely because of the passage 
of time, and is not willing to ignore the needs of a disabled war veteran merely 
because his disabilities were not incurred as a result of service. While it is a 
“needs” program, the income standards are not intended to be so stringent as 
to cover only the bare essentials of life, and the procedural requirements for 
establishing need are not such as to cause undue embarrassment to a claimant. 
Federal pensions based on war service are and should continue to be a respected 
form of income. 

The amount of the VA pension for a person under age 65 is $66.15 a month, 
but is increased to $78.75 after being on the rolls 10 years, or upon attaining 
age 65. Regardless of age, the amount is increased to $135.45 a month if the 
person is blind or helpless, or so nearly blind or helpless as to require the 
regular aid and assistance of another person. 

The disability insurance program is a recent extension of the Nation’s well- 
established system of social insurance. A new risk is covered—complete loss 
of income between age 50 and age 65 because of unemployability due to dis- 
ability; a new tax is imposed, and a new trust fund is created. In addition 
to the disability requirements (described previously), eligibility is contingent 
upon having been in covered employment a substantial length of time and pay- 
ment of the required social security taxes. 

The disability insurance benefit is not a gratuity; any person meeting the 
eligibility requirements has a statutory right to the benefit, provided that 
section 224 does not interfere. The amount of the benefit will depend upon 
the individual’s “average monthly wage,’ and upon whether or not there is 
a reduction under section 224. The maximum amount payable as disability 
insurance is $108.50 a month. For the month of February 1958, the average 
disability payment was $80.65 where there was no offset, but where there was 
a partial offset the average payment amounted to only $21.68. Also, almost 
12,000 cases were completely offset because of section 224. 

From this brief analysis of the two programs—VA disability pension and 
social security disability insurance—we see that they are quite dissimilar in 
rationale, design, and intent. It may be said, of course, that the two programs 
have a common purpose; that is, to provide certain severely disabled persons 
dollars with which to live. But it is precisely because of this that we say 
the two programs complement one another. 

It is a matter of principle and fact that the money received from either 
source alone is not expected to be sufficient to meet all of the beneficiaries’ 
monetary needs. Both laws make allowances for the receipt of additional 
income. As to the social security benefit, a beneficiary may earn up to $1,200 
a year and receive all monthly checks (earnings in excess of this amount may 
result in loss of one or more monthly checks) but there is no ceiling on the 
amount of unearned income he or she may have and still receive the benefit. 
As to VA disability pension, a beneficiary may have an annual income from 
other sources, including social security, of up to $1,400 if single, or $2,700 if 
with dependents, and still receive the benefit. 

Since both programs recognize the need for and permit the receipt of addi- 
tional dollars, it seems quite logical that persons otherwise eligible should be 
permitted to receive benefits from both sources without offset. 

The receipt of substantial earned income would be incompatible with entitle- 
ment to either benefit. These severely disabled people cannot earn the necessary 
extra dollars. Neither program provides additional funds for dependents. It 
seems quite unfair to deny full entitlement to both benefits. This is particularly 
true when we realize that if the disabled individual lives until age 65, he begins 
drawing old-age benefits, in lieu of the disability benefit, with additional pay- 
ments for his wife, if age 62 or older, and children, and may also receive dis- 
ability pension (at an increased rate) from the VA without an offset. 
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The average individual will find it hard to understand why his social-security 
benefit prior to age 65 must be reduced by the amount of his VA pension, 
when he may receive both, if within the VA income ceiling, after age 65. One’s 
monetary needs are not automatically increased upon attainment of age 65. 

We are aware, of course, that the Bradley Commission recommended a dove- 
tailing of old-age insurance and VA disability pension; i. e., so that no VA pension 
would be payable to an individual whose total monthly income, including old-age 
insurance, met or exceeded a figure approximating the average old-age benefit; 
namely, $70 if single, $105 if with dependents. The American Legion has already 
expressed its opinion of the Bradley Commission recommendations. We are 
certain that the American public will not agree with those recommendations 
which are designed to reduce needy war veterans to the status of charity cases. 

Nevertheless, because of the application of the offset principle to disability 
insurance, many disabled war veterans will be required to seek public or private 
charity in order to meet their minimum monetary needs. Even though entitled 
to both pension and disability insurance, they cannot receive more than the 
greater of the two benefits. This fixes the individual’s average monthly wage 
during covered employment prior to onset of disability as the standard for 
determining what his maximum payment may be under a combination of benefits 
from two basically dissimilar programs. 

If full payment of both benefits is to be denied, where shall the individual 
turn for extra dollars? He may turn to his local public welfare office and apply 
for relief from the public assistance program known as aid to the permanently 
and totally disabled, or aid to the blind, if appropriate. Thus, we may find that 
the administrative processes of three agencies—all supported in whole or in part 
by Federal funds—are working to supply the individual’s monetary needs. And, 
if the individual does secure public assistance, rather than the full amount of 
the Federal benefits, does it help the taxpayer to know that the Federal budget 
bears only 65 percent of the first $60 of such aid? It does not. The taxpayer 
pays the total bill whether the money comes from the Federal, State, or local 
budget. 

Now that there is nearly universal coverage of employed and self-employed 
persons for social security purposes, there is very little difference between the 
group paying ordinary (Federal, State, or local) taxes and the group paying 
OASDI taxes. The OASDI tax is, after all, just another tax although for a 
special purpose. And the fact that employers pay a large portion of all OASDI 
taxes collected does not change the picture greatly, since to the employer this 
is just another factor in the cost of production which must be borne by the 
consumer. 

It is interesting to note that section 224 does not require an offset against 
public assistance payments even though Federal dollars are involved to a large 
degree. Apparently, the dual receipt of OASDI and public assistance is not 
considered a duplication of benefits. As a matter of fact, the number of persons 
receiving both old-age insurance and old-age assistance is steadily increasing 
(now over 600,000 cases). Early reports on the disability insurance program 
estimate that approximately 1 out of 20 receiving the benefit also receive money 
from the aid to the permanently and totally disabled program. 

In other words, if a recipient of old-age, survivors, or disability insurance 
benefits does not have sufficient additional resources to meet his needs, the public 
assistance programs are considered to be a legitimate and appropriate source 
for the necessary extra dollars. 

We have no quarrel with this. But we do think the point has an important 
bearing on the question of whether the Federal benefits based on military 
service, now included, should be excluded from the offset provisions of section 
224. In one sense, such benefits are an honored form of public assistance; in 
another sense, they are made available to war veterans and their dependents 
as a hedge against their requiring public assistance. They are given in recog- 
nition of the nature of the service rendered, yes, but also given to provide for 
the eligible recipients’ minimum needs and to prevent them from becoming 
destitute. 

This is particularly true in the case of disability pension, and death pension 
for a helpless child of a deceased war veteran. It is also true as to death com- 
pensation, or dependency and indemnity compensation, for a helpless child of a 
veteran who dies of service-connected causes. To a degree it is applicable to 
disability retirement pay from one of the Armed Forces; although, strictly 
speaking, this benefit should be considered in the same breath with VA disabil- 
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ity compensation, for service-connected disability, which has already been ex- 
cepted from the effects of section 224. 

At any rate, the disability benefits based on military service to which an indi- 
vidual is entitled should also be a legitimate source of income to supplement his 
disability insurance benefit, without offset, and without reference to his exact 
dollar needs as is the case with public assistance. 

The public assistance programs, though administered by the States, are very 
largely supported by Federal funds. The Federal Government provides grants- 
in-aid to the States for the individual payments on a matching formula basis, 
for certain additional medical assistance, for one-half of all administrative ex- 
penses on the part of the State, and for various other supportive programs. As 
to individual payments, the Federal Government pays $39 out of the first $60 of 
monthly assistance. For February 1958, the number of recipients and the aver- 
age payments per case were as follows: 


| | 











Program | Number | Average 
| receiving | payment 
Old-age assistance._______-..--.-.--- Saicaiktace aes aedmnreahGeacam sieht nl $61. 08 
nc Singh epee aah hpphaiiendeeqeonseephenal 2, 587, 827 27.05 
Aid to the blind________-___-- Soeur wee eees ae ee cane ae 107, 731 66. 54 
Aid to the permanently and totally disabled_-_-_......-...-.-.-.-.--...---.-- 295, 704 | 60. 57 
i 





Public assistance is available to all citizens who meet the State’s definition 
of need and who meet the special requirements of the several programs. We 
submit that those who seek to curtail the VA disability pension program should 
reflect upon the above figures and compare the total cost to the taxpayer of 
both programs. They should also note the slight difference between $66.15 a 
month for the permanently and totally disabled war veteran and the figure of 
$60.57, the average payment to any citizen who is permanently and totally dis- 
abled (the payment would be much higher in many States). And they should 
ask the question, How much higher would the public assistance rolls be if the 
VA pension program were curtailed? 

Since needy citizens, both veteran and nonveteran, must be cared for, it may 
seem to some persons to be of little consequence whether the money comes out 
of one pocket or the other. Nevertheless, the American taxpayer hag tradi- 
tionally supported a separate (Federal) system for needy veterans. Even the 
Bradley Commission had to take this into account as the following quotation 
shows: “The Commission is conscious of a national resolve expressed and re- 
affirmed over many years not to let a war veteran sink into destitution.” 
(P. 372, pts. I and II, Report of the President’s Commission on Veterans’ 
Pensions. ) 

We believe that this national resolve is just as strong today as it ever was so 
far as the majority of citizens are concerned; and that they will continue to 
support the existence of the VA pension program, side by side with the social 
security programs. We also firmly believe that the majority of citizens are not 
in sympathy with the offset provisions of section 224 insofar as they affect bene- 
fits based on military service. , 

In conclusion, we wish to call attention to the attached copy of a letter re- 
ceived in our office from a veteran who is affected by section 224. This is a 
simple, yet extremely eloquent presentation of what the offset means to an in- 
dividual case. The writer is in error where he states that the VA withholds 
payment. It is the social security payment that is reduced. 

The VA must continue to pay the full pension rate. Thus, the disability trust 
fund benefits by this amount even though the disability tax rate is high enough 
to provide for payment of the full disability insurance to which an individual 
would otherwise be entitled. The offset also results in additional costs to the 
VA because of the additional administrative work involved in certifying neces- 
sary information to the Bureau of Old-Age and Survivors Insurance. 

We respectfully request that the committee carefully consider those bills 
which seek to amend section 224 so as to exclude all benefits based on military 
service from the offset provisions. Thank you very much for your time and 
attention. 
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Dear Str: Would like some kind of answers on these questions. I ama 53- 
‘year-old. World War 2 veteran. Have 100 percent non-service-connected dis- 
ability. VA claims they are paying me $66.15 a month. If it were just VA, 
and I were able to work a little, I could go out and earn up to $1,400 a year, 
and be able to live without asking for a handout every week. But when I 
reached the age of 50 I became eligible for social security at $90.40 a month; 
the VA in return deducts $66.15 from that. Still they claim they are paying 
me. All the time I was paying into social security I was thinking it was my 
insurance. Can a man between the ages of 50 and 65 live for any less than the 
man who isn’t 50 or has reached the age of 65? So if a man can’t work after 
he has reached 50 why take away his VA pension? I would like to see Bradley 
and his so-called committee live on what we are trying to. 

If I were able to work I wouldn’t need VA or social security, and I could get 
a home loan, and Legion group life insurance, the way it is now I can’t get any 
of the benefits. Still the VA deducts the one benefit I think I should be get- 
ting. If I were service-connected everything would be O. K. You would think 
I became disabled because I wanted to. As I ean’t live on what I’m getting 
and unable to work all I can do is try and get in a domiciliary home. Which 
would cost the United States a lot more than if I were getting social security 
and the VA pension without deduction. I just don’t gét it. 

Please pass this on to a veterans committee. 


Just ANOTHER VET. 
(Name withheld.) 
The Caarmman. Our next witness is Mr. Omar B. Ketchum. Mr. 
Ketchum, will you please identify yourself for the record by giving 
us your name and the capacity in which you appear. 


STATEMENT OF FRANCIS W. STOVER, LEGAL ADVISER; ACCOM- 
PANIED BY NORMAN JONES, ASSISTANT DIRECTOR OF REHABILI- 


TATION, VETERANS OF FOREIGN WARS OF THE UNITED STATES, 
WASHINGTON, D. C. 


Mr. Srover. Mr. Chairman, my name is Francis W. Stover. Mr. 
Omar B. Ketchum is attending State conventions and has been un- 
avoidably detained, and could not be here this morning. 

The CratrmMan. You are recognized in lieu of Mr. Ketchum. 

Mr. Stover. Thank you. 

I have with me this morning at the table Mr. Norman Jones who 
is our assistant director of rehabilitation. 

[ have a prepared statement I would like to read at this time. 

The Chairman. Allright,sir. You are recognized. 

Mr. Srover. Mr. Chairman and members of the committee, I appre- 
ciate the opportunity and privilege to present the national viewpoint, 
as I interpret it, of the Veterans of Foreign Wars with respect to 
several legislative proposals to amend the Social Security Act which 
are related to and somewhat overlap several veteran benefit programs. 

The legislative objectives of the Verwritia of Foreign Wars are con- 
trolled almost entirely by the resolutions adopted at our most recent 
national convention. Last August 17-25, at Miami Beach, Fla., the 
delegates to our 58th national convention approved unanimously two 
resolutions which would be implemented i bills which are under 
consideration by this committee today. <A digest of these resolutions 
is as follows: 

1. To eliminate the offset provision of section 224 (a) to the extent 
that disability retirement pay from the Armed Forces and pension, 
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death compensation, dependency, and indemnity compensation from 
the Veterans’ Administration will not be a basis for reduction of dis- 
ability social security benefits. This resolution has been implemented 
in part by the introduction of H. R. 1995 and similar bills. 

2. To amend Public Law 880, 84th Congress, so that, under the 
disability section, a veteran who has been found totally disabled by 
the Veterans’ Administration shall have this finding honored by the 
Social Security Administration, which shall then be precluded from 
the necessity of another independent determination of total disability. 
H. R. 9836 and H. R. 10583 would carry out the intention of this 
resolution. 

Presently section 224 (a) of the Social Security Amendments of 
1956 require that the monthly disability insurance benefits under the 
disability insurance program be reduced by the amount of any peri- 
odic disability payments that an individual receives under laws ad- 
ministered by the Veterans’ Administration or the Armed Forces. 
This committee, in reporting H. R. 6191 which became Public Law 
85-109, has eliminated compensation payments as a definite periodic 
benefit. 

The other periodic benefits based on disability with which the Vet- 
erans of Foreign Wars is deeply concerned and which have not been 
eliminated are pension payments paid to veterans who are totally and 
permanently disabled, payments to former members of the Armed 
Forces who were separated and retired because of disabilities incurred 
in service, and compensation or pension payments to helpless children 
over 18 who might otherwise be eligible for social security payments 
on a similar basis. 

Pension payments are paid by the Veterans’ Administration to a 
veteran of World War I, World War II, and the Korean conflict 
whenever a veteran becomes permanently and totally disabled. This 
pension is subject to an income limitation of $1,400 a year without 
dependents and $2,700 if he is married or has a minor child. If a vet- 
eran receiving pension is or becomes blind or so helpless as to need 
regular aid and attendance of another person he is eligible for an 
additional allowance for the top pension payment of $135.45 per 
month. 

Under section 224 (a), therefore, any veteran who is between 50-65 
years of age and becomes totally disabled and otherwise qualifies for 
disability social security payments discovers that he is deprived of all 
or part of his pension payment. In those cases in which a veteran is 
so unfortunate as to have become blind or so helpless as to need tho 
regular aid and attendance of another person, he, of course, has his 
disability social security payment wiped out. This provision in the 
social security law is most bewildering to veterans. Pension pay- 
ments are not a new or recent development such as social security, but: 
have been an intrinsic part of American culture since the days of the 
Plymouth Colony in Massachusetts. Our Government has always ex- 

ressed its gratitude to its citizens who were veterans of various wars 
by providing a modest pension to these veterans whenever age or in- 
firmity struck them down during their declining years. 

Under present law, a veteran learns to his amazement the pension 
is cut off when he needs it most. The only reason he must forfeit 
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part or all of this pension is because he is a veteran, since one must 
be a veteran to receive a pension. 

Bear in mind there is no setoff or reduction for any other pension 
payments, but only for those payable to veterans. The Veterans of 
Foreign Wars strongly urges the committee and the Congress to elimi- 
nate this offset provision which we feel is a discrimination against 
veterans and one that is operating to nullify one of our most time- 
honored and cherished benefits. 

With respect to retired members of the Armed Forces, I would like 
to point out that retirees would be drawing compensation from the 
Veterans’ Administration except that their status in the Armed Forces 
permitted them to retire. In reporting H. R. 6191 it was stated: 

Your committee believes that persons who are receiving compensation for dis- 
ability incurred or aggravated as a result of service to their country in its Armed 
Forces should not be required to give up all or part of the disability insurance 
benefits which they may have earned under the contributary social security 
program. 

The same holds true for disability retirement benefits which are 
paid for disabilities incurred or aggravated to such an extent that 
these veterans were found medically unfit for further service. 

Another situation brought to our attention is that of helpless chil- 
dren of veterans in whose behalf either compensation or pension is paid 
because they were and still are permanently helpless. Under section 
924 (a) these payments from the Veterans’ Administration are used 
to reduce any social security benefits which might be payable. Again 
we have a most peculiar and difficult condition to understand, one in 
which benefits given others are denied to children of veterans although 
some of these veterans have given their lives in the service of their 
country. 

Concerning the determination of total disability by the Social Se- 
curity Administration, the Veterans of Foreign Wars’ chief complaint 
is the necessity and burden of establishing certain evidentis ary require- 
ments which in most instances are already a matter of record in the 
Veterans’ Administration. We are not advocating that the same 
definition of total disability be applicable to both agencies, but only 
that the Social Security Administration give full faith and credit to 
the evidence already on file in the V eterans’ Administration. This 
should be a money saving proposition and preclude the veteran claim- 
ant from the necessity of reproving already established evidence of 
a legitimate claim. 

In conclusion, the Veterans of Foreign Wars strongly urges this 
committee to give due and careful consideration to the present require- 
ments of the social security disability program which are so detri- 
mental] to veterans, which in many cases eliminate a benefit to which 
the veteran would otherwise be entitled. 

In behalf of the Veterans of Foreign Wars, I thank you for the op- 
portunity to present these views, and again urge your favorable con- 
sideration of H. R. 1995 or similar legislation. 

The Cuarrman. We thank you, sir, for coming to the committee 
with the views of the Veterans of Foreign Wars. 

I wish you would tell Mr. Ketchum for me, if you will, that you 
did a very admirable job of substituting for him. 

Mr. Stover. Thank you very much, Mr. Chairman. 
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The Cyaan. Are there any questions ¢ 

Thank you, sir. 

Our next witness is Mr. Anthony Weinlein, Building Service Em- 
ployees International Union. 

Mr. Weinlein, will you please identify yourself by giving us your 
name, address, and the capacity in which you appear. 


STATEMENT OF ANTHONY WEINLEIN, RESEARCH DIRECTOR, 
BUILDING SERVICE EMPLOYEES INTERNATIONAL UNION, CHI- 
CAGO, ILL. 


Mr. Werntern. My name is Anthony Weinlein, and I represent the 
Building Service Employees International Union. We are in Chi- 
cago, ll. Our national headquarters is in Chicago, Ill. 

The CHarrMan. Will it be possible for you to conclude the state- 
ment in the 5 minutes we have allotted you ? 

Mr. WeINLEIN. Yes, sir. 

The Cuatrman. It looks like we are holding your down to a bare 
minimum here. You are recognized. 

Mr. Wernte1n. We have a prepared statement, and we will stay 
within the 5 minutes, sir. 

We would like to preface our statement with the note that we are 
completely in support of the position taken by the AFL-CIO on pro- 
posed amendments to the Social Security Act. This includes, of 
course, support of Mr. Forand’s excellent bill. 

We requested this privilege of appearing before this committee only 
to urge that special attention be given to the matter of inc ‘luding tips 
and gratuities as wages under section 209 of that act. 

In establishments where employees receive tips and gratuities their 
employers have, without exception, traditionally accepted the view 
that such tips are a part of the employee’s total wage. These employ- 
ers have themselves paid lower wages to such employees on the ground 
that the tips received, when added to the remuneration from the em- 
ployer, would give the employee adequate earnings. 

With the unionization of doormen, hotel porters, elevator opera- 
tors, checkroom attendants, and other so-called service employees by 
our union and other labor organizations, the fact that tips were a part 
of wages was recognized in collective bargaining agreements. 

The Internal Revenue Service also recognizes tips as wages, and 
employees who rec eive tips are required to report the amount received 
in tips as gross income on their income tax returns. 

Under unemployment compensation regulations eight States and the 
District of Columbia require that tips and gratuities be treated as 
wages received from the employing unit. Unemployment compensa- 
tion regulations in 14 other States recognize tips as wages under cer- 
tain circumstances, as where the employee gives his employer an 
accounting of tips received, or where tips constitute more than 50 
percent of the employee’s e: einen. 

Under the Federal old age and survivors insurance system tips are 
not considered wages except in certain cases as where an employer 
requires from the employee an accounting of the actual or estimated 
amount of such tips or where waiters are guaranteed a fixed income 
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consisting partly of remuneration from the employer and partly of 
tips. 

Thus at the present time, despite the fact that tipping is now an 
accepted custom and despite the growing recognition of its existence 
in labor agreements, unemployment compensation regulations, and 
elsewhere, the overwhelming majority of employees whose earnings 
are made up entirely or partially of tips must pay income tax on such 
tips and yet cannot build up their credits under OASI by paying 
social security taxes on them. 

Their employers are literally in a position of having a portion of 
the employee’s wage paid directly by the guest or customer. At the 
same time the employer does not have to pay his share of the OASI 
taxes that ought to be collected on that portion of the employee’s 
earnings received as tips. 

H. R. 6032 would include under the definition of wages in section 
209 of the Social Security Act those tips and other cash gratuities 
which the employee must now report as gross income under the 
Internal Revenue Code. 

It would permit the employee to report the amount received in tips 
to his employer and require both the employee and employer to pay 
OASI taxes on the amount reported. Following a system developed 
under the unemployment insurance law of the State of New York, it 
would permit employees in certain occupations to report stated stand- 
ardized amounts in place of the actual amount received in tips. 

Since persons whose earnings come in whole or part from tips are 
generally in the low-income brackets and since they can rarely look 
forward to a period of retirement in which they will be supported by 
savings or adequate pensions, it is clear that they are more in need 
of the protection that old age and survivors insurance can give than 
are most citizens. It is unjust that they should be denied the full 
benefit of OASI merely because a portion of their earnings does not 
come directly from their employers, especially since they must pay 
income taxes on their entire earnings. 

Our international union is wholeheartedly in support of the pro- 
visions in H. R. 6032, and we respectfully request the Congress to 
give it early consideration. 

Thank you for giving us the privilege of being heard on this matter. 

The CuHamrman. We thank you, sir, for bringing to us the views of 
the Building Service Employees International Union. 

Are there any questions ? 

Thank you, sir. 

Mr. Werntern. Thank you. 

The CuarrMan. Our next witness is Mr. Sidney E. Cohn. 

(Manifestations of applause in the audience. ) 

The Cuatrman. It is not permitted that guests of the committee 
show their approval or disapproval of anything said by a witness. 


28110—58 


ut 
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STATEMENT OF SIDNEY E. COHN, COUNSEL, NEW YORK HOTEL 
TRADES COUNCIL; ACCOMPANIED BY JULIA C. ALGASE, LEGISLA- 
TIVE COUNSEL; VERA BOUDIN, LEGISLATIVE COUNSEL, LOCAL 6 
HOTEL AND CLUB EMPLOYEES UNION, HOTEL AND RESTAURANT 
EMPLOYEES INTERNATIONAL, AFL-CIO; AND PETER B. OTTLEY, 
VICE PRESIDENT, NEW YORK HOTEL TRADES COUNCIL 


Mr. Coun. I am glad that evidence of approval comes in advance. 

The Cuarrman. They express confidence, I guess. 

Mr. Conn. These witnesses have all come down at their own ex- 
pense because they are vitally interested in approving the Forand 
bill and the proposed bill introduced by Congressman Santangelo. 

I suppose I should identify myself. 1 am Sidney E. Cohn, I am 
the attorney for the New York Hotel Trades Council, which is a 
labor o rganization affiliated with the AFL-CIO. 

The CuarrMan. The record should show that you are accompanied 
by a number of members of your union who are interested in what 
you have to say. 

Mr. Coun. Thank you very much. 

I should also say that I am appearing on behalf of the Hotel and 
Club Employees, local 6, and the local executive board of the Hotel 
and Restaurant International. Altogether, there are about 80,000 
people who are members of these organizations that I have listed. 

The CHarrman. You may have a seat, if you desire. 

Mr Coun. Thank you, sir. 

I may also say that one of my purposes is to see that the citizens 
of the State of Arkansas receive first-class treatment along with all 
the other citizens of the other 47 States, and that, for social-security 
purposes, people who live in Arkansas be regarded just as though 
they lived in any other State. 

The Cramman. I appreciate very much your helping me to repre- 
sent those people. 

Mr. Coun. I appreciate even more your helping me to represent 
the people whom I am going to substitute for the people of Arkansas, 
because there are about 1,900,000 people in the State of Arkansas, 
and there are about 1,900,000 people who get tips as part of their 
wages and who do not get the full benefit of the social-sec urity pro- 
gram because of the fact that tips are not included for social-security 
purposes in determining their pensions. In other words, you could 
take every man, woman, and child living in Arkansas and balance 
them off with every man, woman, and child who, shall I say for my 
purpose, are my constituents. Or we will substitute the tipping 
employees for the residents of your great State. 

Basically we have a complaint, and I was impressed by the fact 
that Congressman Mason, when he referred to Congr esswoman 
Church’s statement, said that in his 10 years of serving on this com- 
mittee he had not been aware of the kind of inequity and injustice 
which prevailed, and he stated very forthrightly that he was in sym- 
pathy with remedying any injustice, and that is precisely what we 
seek here. 

We seek a redress of grievances. 
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What happens to our people is this: the 1,900,000 people whom we 
are talking for today don’t get social security based upon their real 
earnings. They merely get social security based upon the base wage 
which they receive, which in all instances is very low. 

Tips are specifically, by the present provisions of the act, excluded 
from the definition of wages. The only exclusion prevails when we 
are discussing social-security benefits. 

As the previous witness stated, for income-tax purposes tips are 
included as wages, so that we have the rather contradictory situation 
of a man having to pay tax on tips for income-tax purposes but when 
it comes to computing his social-security benefits his tips are disre- 
garded, and the result of that is that he receives second-class treat- 
ment vis-a-vis every other workingman in the United States; and, 
for the life of me, I cannot see either the justification for it or the 
reason for the continuance of this system. I think that when we call 
it specifically to the attention of this committee, as far as you are 
able to, we feel that we will have your sympathy and.support, and 
we need more than that. We need your active cooperation in how to 
lick this problem. It is not a new problem in one sense, because for 
the last 23 years from time to time various legislators have been con- 
cerned with the problem, and they have taken it up with the social- 
security system or the administration, and cama what has hap- 
pened is that we get an expression of sympathy from whoever happens 
to be the director of the social-security system at the moment, but no 
action. And, basically, they say that we get no action because it is 
an administrative problem. 

There is an exchange of correspondence which is attached to our 
formal statement which I beg leave to incorporate in the record and 
which I am sure you gentlemen will receive. 

The CuatrMan. Without objection, it will be included. 

(The statement referred to follows :) 


STATEMENT OF HoteL Trapes Councit on Socrat Security 1n Support or H. R. 
6032 (SANTANGELO) AND H. R. 9467 (Foranp) 


We represent 35,000 employees in the hotel industry under collective bargain- 
ing agreement with the New York City Hotel Association. 

We should like to state our support of H. R. 9467, which would provide for 
increased social-security benefits, as well as medical, hospital, and nursing-home 
eare. In addition, we urge the passage of H. R. 6032, which provides that tips 
and gratuities received from customers of an employer may be included as part 
of the employee’s wages for old-age survivors and disability insurance purposes. 

Among our membership is a large number of service employees, including 
waiters, bellmen, porters, checkroom attendants, etc., whose wages are supple- 
mented in the form of gratuities or tips. 

For some time it has been a matter of concern to our members that these tips 
and gratuities are not included in determining social-security benefits of the 
service employees, though tips and gratuities are reported by them in their 
income-tax returns and they pay a tax on such income. 

As a result of the failure to provide for the payment of social-security tax 
on tips, low-paid workers such as those we represent, who receive part of their 
income in the form of tips are deprived of a large measure of protection under 
the social-security system—yet the Internal Revenue Service not only requires 
that such employees report these tip earnings for income-tax purposes but is 
imposing severe penalties on those who have reported inaccurately, according 
to Internal Revenue Department records. It is unreasonable and unjust that 
these earnings are not included for social-security purposes. 

Thousands of people are involved: Waiters, waitresses, bellmen, barbers, hair- 
dressers, taxicab drivers, and all sorts of service employees. They should have 
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the same degree of coverage as other wage earners in the country. Under exist- 
ing law, they are penalized just because part of their wages is earned by tips 
and gratuities directly from customers, rather than from the employer, though 
it is understood and traditionally unfortunate that this is a condition of 
employment. 

The problem has been discussed previously by the Senate Finance Committee, 
when former Senator Herbert H. Lehman proposed an amendment to cover tips 
as wages for social-security purposes. 

The Congressional Record of July 17, 1956, contains the following statement 
by Senator Harry F. Byrd, Chairman of the Senate Finance Committee—“I will 
say to the Senator [Lehman] that if a workable plan can be developed, I will 
be very much in favor of it. I agree with what the Senator says as to the justice 
involved. However, no plan has been evolved by which the employee can be 
required to report tips to employers. Naturally, if such a plan could be worked 
out, something could be done about it along the line suggested by the Senator 
from New York. Hotel people have appeared before our committee and have 
testified that it was not workable. They said they could not find out how much 
the tips of their employees amounted to.” 

At that time Senator Lehman asked Senator Byrd whether he would agree 
to request the Department of Health, Education, and Welfare to study the sub- 
ject and to recommend means whereby the problem can be solved and a system 
of reporting worked out, so that tips may be included in the computation of 
social-security benefits and, further, to report to the next session of Congress. 
Senator Byrd said, “I shall be glad to communicate with the Department of 
Health, Education, and Welfare and ask what the Department can suggest along 
that line.” 

Subsequently, a reply was received from the Department of Health, Education, 
and Welfare, Social Security Administration, addressed to Herbert H. Lehman, 
a copy of which is attached to this statement. In essence, the Social Security 
Administration states that it would be desirable to find a satisfactory method 
of counting tips as wages in situations where they cannot be counted under the 
present law and that it favors proposals for compulsory reporting as the most 
satisfactory. The Commissioner adds, “Legislatively, a change to provide for 
such reporting could be accomplished by inserting in the definition of ‘wages’ 
in section 209 of the Social Security Act, language to include as ‘wages,’ tips, or 
other gratuities received by an employee from customers of his employer.” 

We respectfully refer you to a plan which has been proved workable in New 
York State in an analogous situation; namely the calculation of taxes on board 
and lodging, tips and gratuities, for unemployment insurance purposes. This 
plan is entitled “Rules Promulgated by the Industrial Commissioner Relative to 
Value of Board and Lodging, Tips and Gratuities,” for the Uremployment In- 
surance Accounts Bureau of the New York State Labor Department, Division of 
Employment, in accordance with section 517 of the unemployment insurance law. 
A copy of these rules is attached. 

You will note that these rules determine the value of tips of service employees 
in restaurants, of hotel service employees, of dining-room employees in American 
plan hotels and in eating clubs, of beauty-parlor operators, garage, gas station 
and parking attendants, taxicab drivers, barbershop employees, baggage porters 
in bus and airline terminals, pinboys and bowling alleys, checkroom atteadants, 
and tips of maritime service employees. 

May we call your attention to rule 4B covering tips of service employees in 
restaurants: 

“The value of gratuities or tips received by a service employee is hereby deter- 
mined to be as follows: 

*(1) Such value, except as provided in section c of this rule, shall be 

“(a) equal to the amount certified by each employee to his employer in 
a signed statement as received in the form of gratuities or tips, which state- 
ment shall be retained by the employer and submitted to the division of 
employment upon request, or 
“(b) if such statement has not been submitted by an employee, equal to 
7% percent of the amount charged for food and beverages served by all such 
employees, except that such value shall be 5 percent of such amount in 
regard to food and beverages served at counters and in drugstores. The 
amount charged for food and beverages served by all such employees shall 
be established on the basis of an allocation to them of a reasonable calcu- 
lated proportion of the total charges for food and beverages served by all 
service employees. Such value shall be established for each such employee 
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by allocating to him a reasonably calculated proportion of such value as 
established for all such employees. 

“(2) If an employer adds to each patron’s bill a definite service charge for the 
benefit of his employees, such value shall be equal to the total amount of such 
service charge. This value shall be in addition to a value if any, established 
under paragraph (1) of this section. 

“(3) In regard to service employees serving catered or banquet meals, such 
value shall be 100 percent of their cash wages notwithstanding any other 
provision of this section, except that no gratuities or tips shall be deemed re- 
ceived if no tipping by collection or otherwise is permitted and the employer 
submits a sworn statement to this effect to the division of employment.” 

Also, please note rule 5B: “The value of gratuities or tips received by an 
employee whose duties relate to the serving of food in an American plan hotel 
or an eating club, or to the performance of duties incidental thereto, is hereby 
determined to be as follows: 

“(1) Such value shall be equal to the amount certified by each employee in a 
signed statement to his employer as received in the form of gratuities or tips, 
which statement shall be retained by the employer and submitted to the division 
of employment upon request. 

“(2) If such statement is not submitted by an employee, such value shall be 
equal to— 

““(a) $2 per day for waiters and waitresses ; 
“(b) $1 per day for busboys.” 

We further call your attention to rule 6B: “The value of gratuities or tips 
received by a hotel service employee is hereby determined to be as follows: 

“(1) Such value shall be equal to the amount certified by each hotel service 
employee in a signed statement to his employer as received in the form of gratu- 
ities or tips, which statement shall be retained by the employer and submitted 
to the division of employment upon request. 

“(2) If such statement has not been submitted by a hotel service employee, 
such value shall be equal to— 

“(a) Bellhops, porters, baggage porters, doormen, $2 per diem; 
“(b) Chambermaids, None.” 

We believe that H. R. 6032 in using the formulas set out in the rules referred 
to, solves the problems raised by Senator Byrd in a satisfactory way and we are 
heartily in support of it. 

The time has come to include the workers we represent, and other workers 
similarly situated, in the protection intended for all workers by the Social Se- 
curity Act. 

We hope your committee will give the points we present favorable consider- 
ation and report H. R. 6032 and H. R. 9467, so that Congress may end these 
inequities. 

New York Horter TRADES CoUNCTL, 
JAY Rustin, President. 
JAMES L, O’Hara, Secretary. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
SOCIAL SECURITY ADMINISTRATION 


WASHINGTON, D. C. 
Hon. Hrrsert H. LEHMAN, 
United States Senate, Washington, D. C. 

Dear SENATOR LEHMAN: This is in reply to your letter of October 12 in which 
you ask what progress has been made in solving the difficulties in the way of 
enactment of a proposal to have tips and other gratuities counted as wages for 
social security purposes. 

The Social Security Administration has been giving continuing study to the 
question of counting tips as wages, recognizing that tips form a very substantial 
part of the total remuneration of large numbers of workers. We recognize also 
that under the present provisions whereby the overwhelming majority of tips are 
not counted as wages for social-security purposes the amount of social-security 
protection available to these persons is decreased, and that it would be desirable 
to find a satisfactory method of counting tips as wages in situations where they 
cannot be counted under present law. 
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At present, as you know, tips can be counted as wages only if the employer 
requires from the employee an accounting of the actual estimated amount of 
such tips. This requirement has the advantages of limiting reportable tips to 
those over which the employer exercises control and of eliminating, to a large 
extent, voluntarism in reporting on the part of employees. However, since only a 
small part of all tips are now accounted for, the provision gives very limited 
protection to persons in occupations where tips are a major part of remuneration. 

Our studies of proposals to broaden the area of reporting of tips for social 
security purposes have included proposals which fall into two broad categories— 
voluntary and compulsory reporting. The proposed amendment to H. R. 7225 
enclosed with your letter is an example of a provision for voluntary reporting, 
and represents probably the best proposal of this type. 

A basie flaw in any proposal for voluntary reporting by specific groups of 
employees is that the individual would have an incentive to report such amounts, 
and at such times, as would give him the most for his money in terms of benefits. 
Conversely, once he came on the benefit rolls, he would have an incentive to 
minimize the amount of tips reported, in order to escape the retirement test. 
Both of these incentives would operate to increase the cost of the program and 
to provide unwarranted advantages to certain groups. 

Another problem in voluntary reporting of tips by the employee is that the 
amount he reports determines the amount his employer must pay in employer 
taxes. If the employee should overreport his tips in order to qualify for higher 
benefits, the employer has no recourse, but must pay the tax on the amount 
reported. 

Proposals for compulsory reporting of tips have taken three general forms. 
Under one of these, employees would be required to report the amount of tips 
to employers and to pay employers the appropriate amount of employee taxes. 
Employers would then report the tip amount, match the employee contributions, 
and send in the tax. Another proposal would have the employer make a reason- 
able estimate of tips received by his employees and report that amount. A 
third would treat tips as covered self-employment income. 

We believe that the first of these alternatives, compulsory reporting of tips by 
employees as wages for social security purposes, would be more compatible with 
the generally compulsory nature of the old-age and survivors insurance program 
than would any provision for voluntary reporting. This alternative would also 
be more satisfactory than either of the other two proposals for compulsory 
reporting. If tips were treated as self-employment income, for example, em- 
ployees would have to pay half as much again in social security taxes on their 
tips as on the rest of their wages. Again, reporting of estimated amounts of tips 
by employers brings into play incentives to underestimate in order to minimize 
tax payments both for the employer and the worker, or may cause employer- 
employee difficulties where the worker may lose protection by under-reporting. 

We recognize, of course, that all of the plans for compulsory reporting of tips 
involved some problems of enforcement, since there is no easy but sure way of 
checking on the actual amount of their tips on their income tax returns, however, 
and the records they must keep for this purpose can also be used to determine 
the amount of tips to be reported for social-security purposes. 

Although we have not yet found any plan for reporting of tips that we could 
recommend without some reservations, compulsory reporting by employees would 
seem to be the most satisfactory. Legislatively, a change to provide for such 
reporting could be accomplished by inserting in the definition of “wages,” in 
section 209 of the Social Security Act, language to include as wages, tips or 
other gratuities received by an employee from customers of his employer. 

If I can be of any further assistance to you in this matter, please let me know. 

Sincerely yours, 


CHARLES I. ScHOTTLAND, Commissioner. 
NEw York STATE DEPARTMENT OF LABOR 
Isador Lubin, Industrial Commissioner 


RULES PROMULGATED BY THE INDUSTRIAL COMMISSIONER RELATIVE TO VALUE OF 
Boarp AND LopGINne, Ties, GRATUITIES 


RULE 1 


Value of board and lodging. a. The minimum money value of board and 
lodging, constituting remuneration in accordance with section 517 of the un- 
employment insurance law, is established as follows: 
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Full board (3 meals per day), $0.75 per day; if less than three meals per 
day are furnished, $0.25 per meal; lodging, $2.50 per week or $0.40 per day. 

b. A lower money value of board and lodging may be determined if the 
employer shows to the commissioner's satisfaction that the minimum rates 
prescribed in section a of this rule are in excess of the actual value. 


RULE 2 


Tips of beauty parlor operators. a. For the purposes of this rule the term 
“beauty parlor operator” includes all employees of any employer performing 
personal service on female customers in operations useful to the care, cleaning, 
or beautification of the hair, nails, or skin, or in the enhancement of personal 
appearance and in operations incidental thereto, but it excludes maids, recep- 
tionists, physical training instructors, nurses, desk clerks, office workers, and 
other employees not performing the aforementioned operations. 

b. No value of gratuities or tips need be included in the amount of remunera- 
tion as defined in section 517 of the unemployment insurance law if in a given 
beauty shop: 

(1) acceptance of tips or gratuities is not allowed; and 

(2) customers are apprised by conspicuously displayed announcements 
or otherwise in writing, at or before the time the bills for services are 
rendered to them, that acceptance of tips or gratuities is not allowed; and 

(3) the owner adopts reasonable means to insure that tips or gratuities 
are not received by his employees; and 

(4) the owner submits to the division of employment a sworn statement 
setting forth that his employees are not allowed to accept tips or gratuities 
and describing the methods adopted by him in order to obtain compliance 
with this prohibition by customers and employees. 

e. The value of gratuities received by beauty parlor operators, except as 
otherwise provided under section b of this rule, is hereby determined to be an 
amount equal to 10 percent of the wages paid to them by their employers. 


RULE 3 


Tips of garage, gas station, and parking attendants. a. The value of gra- 
tuities or tips received by employees ingaged as attendants in garages, gas 
stations, and parking lots shall be determined as follows: 

(1) Such value shall be equal to the amount certified by each employee in a 
signed statement to his employer as received in the form of gratuities or tips, 
which statement shall be retained by the employer and submitted to the division 
of employment upon request. 

(2) No gratuities or tips shall be deemed received for the purpose of this 
rule if such statement is not submitted by an employee. 

b. Employers shall give notice to each of their employees of the privilege to 
certify the amount of gratuities or tips received by him in a signed statement 
as herein provided. Such notice shall inelude information on the fact that no 
tips or gratuities shall be deemed received in the event such statements are 
not submitted. 

RULE 4 


Tips of service employees in restaurants. a. The following definition of terms 
shall apply to this rule: 

(1) The term “restaurant” means any eating or drinking place where food 
or beverages for human consumption on the premises are offered, including 
places whose patrons, in whole or in part, consist of members of any club, asso- 
ciation, or similar organization, but excluding places where patrons pay a fixed 
amount for meals over any given period of time, not dependent upon the numbers 
of meals actually taken. 

(2) The term “service employee” means any employee whose duties relate 
to the serving of food or beverages, or both, in a restaurant, or to the perform- 
ance of duties incidental thereto. 

b. The value of gratuities or tips received by a service employee is hereby 
determined to be as follows: 

(1) Such value, except as provided in section ¢c of this rule, shall be— 

(a) equal to the amount certified by each employee to his employer in 
a signed statement as received in the form of gratuities or tips, which 
statement shall be retained by the employer and submitted to the division 
of employment upon request, or 
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(b) if such statement has not been submitted by an employee, equal to 
71%4 percent of the amount charged for food and beverages served by all 
such employees, except that such value shall be 5 percent of such amount 
in regard to food and beverages served at counters and in drug stores. 
The amount charged for food and beverages served by all such employees 
shall be established on the basis of an allocation to them of a reasonably 
ealculated proportion of the total charges for food and beverages served 
by all service employees. Such value shall be established for each such 
employee by allocating to him a reasonably calculated proportion of such 
value as established for all such employees. 

(2) If an employer adds to each patron’s bill a definite service charge for the 
benefit of his employees, such value shall be equal to the total amount of such 
service charge. This value shall be in addition to a value, if any, established 
under paragraph (1) of this section. 

(3) In regard to service employees serving catered or banquet meals, such 
value shall be 100 percent of their cash wages notwithstanding any other pro- 
vision of this section, except that no gratuities or tips shall be deemed received 
if no tipping by collection or otherwise is permitted and the employer submits 
a sworn statement to this effect to the division of employment. 

ce. No gratuities or tips shall be deemed received for the purposes of para- 
graph (1) of section b, of this rule if— 

(1) acceptance of tips or gratuities is prohibited by the employer; and 

(2) patrons are apprised by conspicuously displayed announcements or 
otherwise in writing, at or before the time bills for food and beverages 
served are rendered to them that acceptance of tips or gratuities by service 
employees is prohibited ; and 

(3) the employer adopts reasonable means to insure that tips or gratuities 
are not received by his employees ; and 

(4) the employer submits to the division of employment a sworn state- 
ment settng forth that his employees are not allowed to accept tips or 
gratuities and describing the methods adopted by him in order to obtain 
compliance with this prohibition by patrons and employees. 

d. Employers shall give notice to each of their service employees of the priv- 
ilege to certify the amount of gratuities or tips received by him in a signed 
statement as provided in section b, subdivision (1) (a) of this rule. Such 
notice shall include information on the percentage of charges for food and bever- 
ages and on the method of calculation which will be used in reporting the value 
of tips or gratuities in the event that such statements are not submitted. 


RULE 5 


Tips of dining-room employees in American-plan hotels and in eating clubs. 

a. The following definitions of terms shall apply to this rule: 

(1) The term “American-plan hotel” means an establishment where the ma- 
jority of patrons pay fixed charges for room and meals for fixed periods of time, 
not dependent upon the meals actually taken. 

(2) The term “eating club” means any eating place where food for human 
consumption on the premises is offered and where patrons pay a fixed amount for 
meals over any given period of time, not dependent upon the number of meals 
actually taken. 

b. The value of gratuities or tips received by an employee whose duties relate 
to the serving of food in an American-plan hotel or an eating club, or to the 
performance of duties incidental thereto, is hereby determined to be as follows: 

(1) Such value shall be equal to the amount certified by each employee in a 
signed statement to his employer as received in the form of gratuities or tips, 
which statement shall be retained by the employer and submitted to the division 
of employment upon request. 

(2) If such statement is not submitted by an employee, such value shall be 
equal to— 

(a) $2 per day for waiters and waitresses 
(b) $1 per day for busboys. 

ce. No gratuities or tips shall be deemed received for the purposes of this 
rule if— 

(1) acceptance of tips or gratuities is prohibited by the employer; and 

(2) patrons are apprised by conspicuously displayed announcements, or 
otherwise in writing when arrangements for the taking of meals are made, 
that acceptance of tips or gratuities by employees serving food is prohibited ; 
and 
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(3) the employer adopts reasonable means to insure that tips or gratuities 
are not received by his employees ; and 

(4) the employer submits to the division of employment a sworn state- 
ment setting forth that his employees are not allowed to accept tips or 
gratuities and describing the methods adopted by him in order to obtain 
compliance with this prohibition by patrons and employees. 

d. Employers shall give notice to each of their employees of the privilege to 
certify the amount of gratuities or tips received by him in a signed statement 
as herein provided. Such notice shall include information on the method of 
establishing the value of tips or gratuities in the event such statements are not 
submitted. 


RULE 6 


Tips of hotel service employces. a. The following definition of terms shall 
apply to this rule: 

(1) The term “hotel” means any establishment which is operated for the pur- 
pose of furnishing lodgings with chambermaid service. 

(2) The term “hotel service employee” means any person engaged by a hotel 
in any of the following occupations: Bellhops; porters and baggage porters (any 
person employed by the hotel whose duties involve contact with the public and 
which relate to the handling and transportation of guests’ luggage or baggage, 
and obtaining transportation for guests). This item does not include porters 
employed as housemen, cleaners, lobby porters, etc.; chambermaids ; doormen. 

b. The value of gratuities or tips received by a hotel service employee is 
hereby determined to be as follows: 

(1) Such value shall be equal to the amount certified by each hotel service 
employee in a signed statement to his employer as received in the form of 
gratuities or tips, whieh statement shall be retained by the employer and sub- 
mitted to the division of employment upon request. 

(2) If such statement has not been submitted by a hotel service employee, 
such value shall be equal to— 

(a) Bellhops, porters, baggage porters, doormen, $2 per diem. 
(b) Chambermaids, nil. 
oon No gratuities or tips shall be deemed received for the purpose of this rule, 
if— 
(1) acceptance of tips or gratuities is prohibited by the employer; and 
(2) patrons are apptised by conspicuously displayed announcements, or 
otherwise in writing when they register at the hotel, that acceptance of tips 
or gratuities by hotel service employees is prohibited ; and 
(3) the employer adopts reasonable means to insure that tips or gratuities 
are not received by such employees; and 
(4) the employer submits to the division of employment a sworn state- 
ment setting forth that his employees are not allowed to accept tips or 
gratuities and describing the methods adopted by him in order to obtain 
compliance with this prohibition by patrons and employees. 

d. Employers shall give notice to each of their hotel service employees of the 
privilege to certify the amount of gratuities or tips received by him in a signed 
statement as herein provided. Such notice shall include information on the 
methods of establishing the value of tips or gratuities in the event such state- 
ments are not submitted. 


RULE 7 


Tips of taxicab drivers. a. The value of gratuities or tips received by taxicab 
drivers shall be determined as follows: 

(1) Such value shall be equal to the amount certified by each employee upon 
a signed statement to his employer as received in the form of gratuities or tips, 
which statement shall be retained by the employer and submitted to the division 
of employment upon request. 

(2) If such statement is not submitted by an employee, such value shall be 
equal to— 

(a) 12% percent of the total bookings of a driver operating a taxicab in 
cities with population of 100,000 or more and in the counties of Westchester 
and Nassau ; 

(b) $9 per week for a driver operating a taxicab in localities other than 
those listed under (a) above; 

(c) $3.50 for each round trip made by a driver of an automobile operating 
between New York City and vicinity and the Catskill Mountains. 
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b. No gratuities or tips shall be deemed received for the purpose of this 
rule, if— 
(1) aceeptance of tips or gratuities is prohibited by the employer; and 
(2) patrons are apprised by conspicuously displayed announcements or 
otherwise in writing, at or before the time taxicab fares are collected that 
acceptance of tips or gratuities by the driver is prohibited; and 
(3) the employer adopts reasonable means to assure that tips or gratuities 
are not received by his employees ; and 
(4) the employer submits to the division of employment a sworn statement 
setting forth that his employees are not allowed to accept tips or gratuities 
and describing the methods adopted by him in order to obtain compliance 
with this prohibition by patrons and employees. 
ce. Employers shall give notice to each of their employees of the privilege to 
certify the amount of gratuities or tips received by him in a signed statement 
as herein provided. Such notice shall include information on the method of 
establishing the value of tips or gratuities in the event such statements are not 
submitted. 
RULE 8 


Tips of employees in barber shops. a. The value of gratuities or tips received 
by employees engaged by barber shops shall be determined as follows: 

(1) Such value shall be equal to the amount certified by each employee in a 
signed statement to his employer as received in the form of gratuities or tips, 
which statement shall be retained by the employer and submitted to the division 
of employment upon request. 

(2) If such statement is not submitted by an employee, such value shall be 
equal to— 

(a) 15 percent of cash wages received by a barber ; 

(b) 25 percent of the cash wages received by a manicurist ; 

(c) 5 cents with respect to each customer of the barber shop for employees 
shining shoes or brushing and otherwise attending to customers’ clothes. 

b. No gratuities or tips shall be deemed received for the purpose of this rule, 

(1) aeceptance of tips or gratuities is prohibited by the employer; and 

(2) customers are apprised by conspicuously displayed announcements 
or otherwise in writing, at or before the time bills for the services of barbers, 
manicurists and shoe shiners are rendered to them that acceptance of tips 
or gratuities by such employees is probibited ; and 

(3) the employer adopts reasonable means to insure that tips or gratui- 
ties are not received by his employees; and 

(4) the employer submits to the division of employment a sworn state- 
ment setting forth that his employees are not allowed to accept tips or 
gratuities and describing the methods adopted by him in order to obtain 
compliance with this prohibition by customers and employees. 

ce. Employers shall give notice to each of their employees of the privilege to 
certify the amount of gratuities or tips received by him in a signed statement as 
herein provided. Such notice shall include information on the method of estab- 
lishing the value of tips or gratuities in the event such statements are not 
submitted. 

RULE 9 


Tips of baggage porters in bus and airline terminals. a. The value of gratui- 
ties or tips received by employees engaged as baggage porters in bus or airline 
terminals shall be established as follows: 

(1) Such value shall be equal to the amount certified by each employer in a 
signed statement to his employer as received in the form of gratuities or tips, 
which statement shall be retained by the employer and submitted to the division 
of employment upon request. 

(2) If such statement is not submitted by an employee, such value shall be 
equal to— 

(a) $2 per day if the employee worked as a baggage porter for at least 7 
hours on such day, or 

(b) 30 cents per hour during which the employee worked as a baggage 
porter on any day in the course of which he did not so work for at least 
7 hours. 
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b. No gratuities or tips shall be deemed received for the purposes of this rule 


(1) acceptance of tips or gratuities is prohibited by the employer: and 
(2) passengers are apprised by conspicuously displayed announcements or 
otherwise in writing, at or before the time baggage is accepted for porter 
services that acceptance of tips or gratuties by porters is prohibited; and 
(3) the employer adopts reasonable means to insure that tips or grratui- 
ties are not received by baggage porters ; and 
(4) the employer submits to the division of employment a sworn state- 
ment setting forth that the baggage porters are not allowed to accept tips 
or gratuities and describing the methods adopted by him in order to obtain 
compliance with this prohibition by passengers and employees. 
ec. Employers shall give notice to each of their employees of the privilege to 
certify the amount of gratuities or tips received by him in a signed statement as 
herein provided. Such notice shall include information on the method of estab- 
lishing the value of tips or gratuities in the event such statements are not sub- 
mitted. 
RULE 10 


Tips of pinboys at bowling alleys.—a. The value of gratuities or tips received 
by employees engaged as pinboys at bowling alleys shall be determined as follows: 


(1) Such value shall be equal to the amount certified by each employee in 
a signed statement to his employer as received in the form of gratuities or 
tips, which statement shall be retained by the employer and submitted to 
the division of employment upon request. 

(2) If such statement is not submitted by an employee, such value shall 
be equal to 2 cents per game for which he sets up pins. 


b. No gratuities or tips shall be deemed received for the purpose of this rule, 


(1) acceptance of tips or grratuities is prohibited by the employer; and 

(2) patrons are apprised by conspicuously displayed announcements or 
otherwise in writing, at or before the time the bowling alley is used by them, 
that acceptance of tips or gratuities by pinboys is prohibited ; and 

(3) the employer adopts reasonable means to insure that tips or gratuities 
ar not received by pinboys ; and 

(4) the employer submits to the division of employment a sworn state- 
ment setting forth that pinboys are not allowed to accept tips or gratuities 
and describing the methods adopted by him in order to obtain compliance 
with this prohibition by patrons and employees. 


ec. Employers shall give notice to each of their employees of the privilege to 
certify the amount of gratuities or tips received by him in a signed statement as 
herein provided. Such notice shall include information on the methods of es- 
tablishing the value of tips or gratuities in the event such statements are not 
submitted. 
RULE 11 


Tips of checkroom attendants.—a. The value of gratuities or tips received by 
employees engaged as checkroom attendants, provided they are not required to 
remit such gratuities or tips to their employer, shall be determined as follows: 


(1) Such value shall be equal to the amount certified by each employee 
in a signed statement to his employer as received in the form of gratuities 
or tips, which statement shall be retained by the employer and submitted 
to the division of employment upon request. 

(2) No gratuities or tips shall be deemed received for the purpose of this 
rule if such statement is not submitted by an employee. 

b. Employers shall give notice to each of their employees of the privilege to 
certify the amount of gratuities or tips received and retained by him in a 
signed statement as herein provided. Such notice shall include information 
on the fact that no gratuities or tips will be deemed received in the event such 
statements are not submitted. 
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RULE 13 


Tips of maritime service employees. a. The following definition of terms Shall 
apply to this rule: 

(1) The term “vessel” means any “American vessel” as that term is 
defined in the Interstate Maritime Reciprocal Arrangements which is en- 
gaged in service as a passenger vessel as such term is defined in the Inter- 
national Convention for Safety of Life at Sea, 1929. 

(2) The term “maritime service employee” means any person engaged 
aboard such vessel in any of the following occupations: 

(a) Bartender. 

(6) Bellboy—the term “bellboy” includes bell captain and assistant bell 
captain. 

(c) Deck steward—the term “deck steward” includes chief deck steward. 

(d) Headwaiter—the term “headwaiter” includes stewards acting in the 
capacity of the headwaiter. It does not include persons who act in a 
supervisory capacity only and who do not as a matter of fact receive tips. 

(e) Night steward—the term “night steward” includes the chief night 
steward. 

(f) Room steward—the term “room steward” includes the chief bedroom 
steward. 

(g) Salon steward—the term “salon steward” includes lounge stewards, 
ballroom stewards, library stewards, and smokeroom stewards but excludes 
public-room stewards not customarily engaged in serving passengers. 

(h) Stewardess—the term “stewardess” includes a child’s nurse. 

(i) Waiter—the term “waiter” includes the salonman. 

b. The value of gratuities or tips received by the maritime service employee 
is hereby determined to be as follows: 

(1) Such value shall be equal to the amount certified by each such mari- 
time employee engaged aboard the vessel in a signed statement to his 
employer as received in the form of gratuities or tips, which statement 
shall be retained by the employer and submitted to the division of employ- 
ment upon request. 

2) If such statement has not been submitted by the maritime service 
employee such value shall be equal to the following amounts per diem for 
each day of employment: 


EELS RRO $1. 70 Room steward___......_--- $2. 90 
a a ae 1. 80 Salon steward. ______._-._. 1. 75 
ge, arena 2.00 PI ncn cstecereisersnhancee 1. 65 
IIT aa ceiicsckciinicckccsieaihn 8. 35 ar aca, 2. 
pee, Meewerd.2 oT. 1.00 


ec. No gratuities or tips shall be deemed received for the purpose of this rule, 
if— 

(1) Acceptance of tips or gratuities is prohibited by the employer; and 

(2) Patrons are apprised by conspicuously displayed announcements, or 
otherwise in writing, that acceptance of tips or gratuities by maritime 
service employees is prohibited ; and 

(3) The employer adopts reasonable means to insure that tips or gratui- 
ties are not received by such employees ; and 

(4) The employer submits to the division of employment a sworn state- 
ment setting forth that his employees are not allowed to accept tips or 
gratuities and describing the methods adopted by him in order to obtain 
compliance with this prohibition by patrons and employees. 

d. Employers shall give notice to each of their maritime service employees 
of the privilege to certify the amount of gratuities or tips received by him in a 
signed statement as herein provided. Such notice shall include information on 
the method of establishing the value of tips or gratuities in the event such 
statements are not submitted. 


Mr. Conn. Thank you, sir. 

However, we get an expression of the fact that it is difficult to ascer- 
tain the amount of tips which a worker receives, or we get an expres- 
sion of opinion that because there is no method of compelling an 
employer to require from an employee an exact accounting of every 
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tip that the employee receives, therefore tips for one reason or another 
should not be considered as wages for social-security purposes. 

Frankly, to me, this seems like kind of lazy thinking on the part 
of the Social Security Board. Remember that we are not coming 
before you and asking you to give us benefits. We go on the assump- 
tion that this is an insurance system and that we are merely willing to 
pay our own way. We are willing to pay our taxes for income-tax 
purposes. We are willing to pay our taxes for social-security benefit 
purposes, but somebody is unwilling to collect those taxes because he— 
and by he I mean the mythical somebody or the mythical happens 
to be the person at the social-security system at the time with whom 
the issue is taken up, and it doesn’t make any difference whether it is 
under past administrations or the present administration, the same 
lazy pattern runs through all of the administrations—says that, “We 
haven’t found just the right method of collecting your taxes or com- 
puting your benefits.” 

Gentlemen, I respectfully submit that that is not a satisfactory 
answer. There is a method and there are methods of compelling the 
collection of these taxes from the very employees in this room and the 
1,900,000 others like them, and they are willing to subscribe to those 
taxes. 

One of the virtues of the bill which you are considering—Congress- 
man Santangelo’s bill—is that it adopts a system which has been found 
workable in New York State for unemployment-insurance purposes, 
and that bill is incorporated with our statement so that you gentleman 
may refer toit. Itisa simple, even if it is a trashy method of assess- 
ing a tax which New York State has developed for unemployment-in- 
surance purposes, and the Congressman’s bill which you are now con- 
sidering adopts that same method for social-security purposes. 
Whether it is the best method or the only method I don’t know and 
we don’t care. What we are concerned with is that somebody in 
this Government of ours take the initiative in seeing to it that this 
23-year-old inequity and injustice be remedied. 

I cannot find a single logical, persuasive answer to why a man who 
is compelled to work for tips as well as wages should not be given the 
same rights as every other workingman. 

Just let me highlight one further grievance that we have which, to 
me, typifies the injustice of this situation. 

As you all know, when 1 person between the ages of 65 and 73 ae- 
quires social-security benefits, if he earns more than $1,200 a year he 
loses those benefits. In computing the earnings of a 65-year-old-and- 
over worker for the purposes of determining that $1,200 a year, his 
tips are included to see whether or not he forfeits any benefits by vir- 
tue of earning more than $1,200 a year. He only gets his social secur- 
ity based upon his base pay. That is the minimum pay. But his tips 
are not included in determining the amount of the social-security 
benefits. However, they are included for the purpose of taking those 
social-security benefits away from him. It just doesn’t make sense. 

I respectfully refer you to a rather full and, I think, cogent state- 
ment which is submitted here by Mr. Jay Rubin and Mr. O’Hara, whe 
are the president and secretary of the New York Hotel Trades Coun- 
cil, and by several of the workers who have sent you, Mr. Chairman, 
and other members of the committee communications expressing in 
their own way their views. 
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_ Mr. David Siegal, the president of the local joint executive board, 
is also here in support of the views of the AFL-CIO and the Build- 
ing Service Employees, and the views that I have expressed. We are 
not wedded to any particular form or any particular bill. The prob- 
lem is yours. We have waited 23 years and we have never heard any- 
body say to us that we are wrong in principle. But in 23 years nothing 
has been done to protect these workers. And, so, on behalf of the 
State of Arkansas or the 1,900,000 who equal them, we respectfully 
ask that you add to your problems the finding of a solution to our 
problem. 

Thank you very much for your courtesy in hearing us. 

The CHarrman. Mr. Cohn, we thank you, sir, for coming to the 
committee and giving us this very fine statement, and a very fair state- 
ment, of what it is your group aelces us to consider. You certainly 
represented them quite well before the committee. 

Mr. King will inquire. 

Mr. Kina. Mr. Chairman, thank you. 

It strikes me that, in 1949, this committee, I felt, corrected this sit- 
uation, and, if my information is correct, it was stricken in the Senate. 

Mr. Conn. You are right. 

Mr. Kine. I would think, the facts being the same, that there 
would be not too much difficulty in this committee resolving it again. 
If it was right and proper then, it would occur to me to be right and 
proper now. Do you know of anything that has occurred in the 
meantime to alter such a conclusion ? 

Mr. Coun. No, Mr. King. Your logic is irrefutable. The only 
thing that has occurred since then is at the time Senator Lehman in- 
troduced a bill in the Senate, Senator Byrd supported it, and then the 
matter was referred to the social-security department, and Mr. 
Schottland eventually sent a letter to the Senator in which he said 
that we have nothing, in principle, against this bill, but there are 
problems in compulsory account, and he suggested a proposed amend- 
ment which, in effect, was the action taken by your committee. 

If your committee would again take the action that it took before, 
and the House would follow the recommendations of your committee, 
we would try very hard to get the Senate this time to pass the legis- 
lation which the House had once passed upon your recommendation. 

We have no complaint against what your committee did or what the 
House did. Our grievance lies in the failure of the Senate to support 
you. We ask you again to do now what you did unsuccessfully in 
1949. 

Mr. Kine. I think, as the chairman has stated, Mr. Cohn, you have 
made a good case. In fact, it wasn’t a difficult case to make. I think 
that you merely had to relate what the facts have been and are, and 
this administrative problem is always with us. But the Department 
has resolved much greater problems, I think, than this one poses. 
That is all. 

Mr. Conn. Thank you very much. 

Mr. Foranp (presiding). Mr. Simpson. 

Mr. Srupson. Sir, I wanted to inquire what is the formula that is 
used to take the benefits away from one who is covered and who is 
over 65 years of age. 
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Mr. Coun. You know, of course, that if one earns more than $1,200 
a year there is a diminution of social-security benefits. In determin- 
ing what one’s gross earning is, tips are considered as part of their 
gross earnings, so that, if you report for income-tax purposes your 
tips, and you are compelled to report them as a matter of law, be it 
criminal violation of law, then the Social Security Board automati- 
cally deprives you of your right to receive your social security bene- 
fits. Perhaps Miss Algase, who has had more experience in the field 
on that, can tell you. 

Mr. Stmpson. You have answered. I will be happy to hear from the 
lady, but let me ask you this: 

If it is determined to take the benefits away on the basis of what 
is shown by the income-tax returns, is it your position that we should 
use the income-tax return as the basis upon which the social-security 
benefits are granted ¢ 

Mr. Conn. Yes. That is commonsense. 

Mr. Stmpson. Sometimes it takes a while to seep through my mind. 
I just wanted to put it in a way that makes it clear for me. 

Mr. Conn. You put it very forcefully. That is our position. We 
don’t want better treatment. 

Mr. Siacpson. It remains, then, a matter of conscience between the 
man who gets the gratuities, tips, who earns it, and the Government 
or employer. 

Mr. Coun. Congressman, it isn‘t quite as haphazard as that, be- 
cause, as you know, as a practical matter from your own experience, 
most tips now are actually written onto the check, and so there is a 
very quick and a very easy method of determing what the actual 
earnings are. 

Getting away from that method of depending upon the actual re- 
cording and the matter of conscience, as you put it, between the citi- 
zen and his Government, this bill of Congressman Santangelo pro- 
vides the New York State formula for automatically determining 
the assessment in the case of waiters, for example. 

Mr. Stmpson. That is explained in here. 

Mr. Coun. That is explained very carefully, and it is a simple and 
a workable solution. 

Mr. Srupson. There is an element of guessing in this. 

Mr. Coun. I don’t think so, sir. Really I don’t because I have a spe- 
cific provision in this bill that one has a choice of either making an 
annual report for such social-security purposes of what he earns or 
an arbitrary assessment in the case of waiters, for example, of 714 
percent of the gross income of the room in which he works. 

Mr. Srmrson. I know, but there are alternate methods that can be 
followed where an individual fails to do it the way you recommend, 
and I say the other methods are guesses. 

Mr. Coun. That is right. On the other hand, by using the income 
tax approach, which I understand you recommend, we do assume that 
that is correct. 

Mr. Stmpson, I fail to see why, if we use that, you recommend this 
one. 

Mr. Conn. We are not concerned with what method is used. 

Mr. Stupson. Which would you prefer? 
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Mr. Conn. We would prefer the arbitrary method of fixing the 714 
percent because that would guarantee, in the case of most people, the 
achievement of their aim of social-security benefits on the basis of 
what they actually earn. That 714 percent figure has been found to be 
an actual and practical thing. However, we have no strong prefer- 
ences against using the income tax method. 

Mr. Stmpson. This is a personal opinion, but I would doubt if the 
Congress would accept an arbitrary figure of that kind. They might, 
but I would doubt if they would. On the other hand, it occurs to me, 
by using the individual statement upon which he pays his income 
taxes and is required to report that accurately by law, that there is a 
proper basis for accepting that. 

Mr. Coun. I think you are right about that. 

Mr. Stmpson. I did not intend to cut the lady off. 

Mr. Coun. May I say one thing? The only bit of opposition that 
I know to the inclusion of these workers in the social-security system 
is the fact that the employers would have to pay their share of the 
taxes just as the workers would have to pay their share of the taxes. 
It is a very shortsighted employer who assists in trying to evade the 
very small tax that is proposed. 

Mr. Smwpson. You have caused me to ask another question. Of 
course, I assume you are not recommending that the employee give 
a report to the employer of the exact amount he or she gets? 

Mr. Conn. I see no objection to that. 

Mr. Smmpson. It would seem to me that that would be another way 
the thing could be handled: 

Mr. Coun. That is in the bill, too. I have three alternative meth- 
ods. Let me make our position as simple as can be. We are not the 
collector of internal revenue and we are not the Social Security Ad- 
ministration, and we are not the employers’ accountants. We are just 
a group that has been caught between the 3, and for 23 years we have 
been maneuvered out of our obligations as citizens to pay, our right 
as citizens to receive. We want equality of treatment, and we will 
assume that equality of obligation. 

Mr. Srvpson. Allright. Thank you very much. 

Mr. Foranp. Mr. Mason will inquire. 

Mr. Mason. I just wanted to say this: 

You have made another persuasive argument. I favored it before. 
T shall favor it again. 

Mr. Conn. Thank you very much, Congressman. 

(Manifestations of applause in the audience. ) 

Mr. Foranp. The chairman has admonished this group before. I 
have to restate that admonition. 

It is against the rules of the committee and it is against the rules 
of the House for anyone either to show approval or disapproval of 
what is going on. 

Please respect the rules. 

Miss Arease. May I note the appearances of the workers who are 
here for the record. 

Tam Julia Algase, and I am legislative counsel of the Hotel Trades 
Council. Present in the room are over 60 waiters and waitresses. In 
addition to that, there are some bellmen representatives who are part 
of the Hotel Trades Council. Mr. Peter Ottley, the vice president of 
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the Hotel Trades Council, is also in the room, representing the build- 
ing service representatives; in other words, bellmen in the Hotel 
Trades Council. I would like his appearance noted as well. 

Mr. King, you asked if anything had happened. 

Mr. Foranp. Without objection, your request is granted. 

Miss Arcasn. Thank you, sir. 

I would just like to make one comment on Mr. King’s question as 
to whether anything had happened since your bill was approved in 
the House and then kicked out by the Senate. 

There is a change. I would say yes; there is a change for the 
better in this respect, that at the time that Senator Lehman spoke 
of an amendment and at the time that the Senate was considering it, 
this formula of the New York State unemployment insurance was not 
discussed in any way. Somehow there was some myth or bugaboo 
about the fact that the waiters themselves were not interested in this 
problem, and, as a result, the difficulties of administration seemed to 
loom very, very high. 

Since there is this formula which has been presented since, it does 
cast a new light on a workable method because it says if the waiter, 
if the bellmen, if the taxi driver, if the beauty operator wishes to re- 
port to the employer the entire amount of tips received, which are not 
the ascertainable tips that are attached to a service charge, which we 
could put in another category, then that entire amount is taxable and 
the employer must bear his share of that entire amount. 

As a favor really to the employer rather than to the employee, it 
says if the employee fails to make this report within a certain reason- 
able time, then a certain minimum arbitrary amount will be fixed 
upon which the employer can pay that tax, and that is simple and 
generally fair. 

You might say, well, it’s a rather low amount. I think in some 
cases it is only $20 a day, and in another it may be $4 a day. That 
is not the serious thing. The principle is there in this bill, and I 
think that was very clearly established by Mr. Cohn. 

Thank you very much. 

Mr. Foranp (presiding). We thank you both for your contribu- 
tions. 

At the request of Mr. Keogh, of New York, the committee will 
hear Mr. David Siegal if he is in the room. 


STATEMENT OF DAVID SIEGAL, PRESIDENT, DINING ROOM EM- 
PLOYEES UNION, LOCAL 1, HOTEL AND RESTAURANT EMPLOYEES 
AND BARTENDERS INTERNATIONAL UNION, AFL-CIO 


Mr. Stecau. Thank you, Mr. Chairman. 

My name is David Siegal. I represent the Dining Room Em- 
ployees Union, Local No. 1, AFL-CIO, 140 West 43d Street. 

Mr. Chairman, I am here in support of the AFL-CIO and also the 
Building Trades Council and the arguments presented by Mr. Sidney 
Cohn in behalf of all the hotel boards of trade in the city of New 
York and the State of New York. That represents 120,000 people. 

May I, with your permission, on behalf of my own local union that 
represents 11,000 waiters and waitresses, make a brief statement. 


28110—58——36 
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As president of the largest waiters and waitresses union in the 
United States, I am directly concerned with the problem of the pres- 
ent inequity which makes declaration of tips mandatory for income 
tax purposes, but excludes these same tips when calculating payment 
of social security taxes and benefits. 

The position of the Federal Government on waiters’ tips is both 
unfair and discriminatory. Tips constitute an integral part of a 
waiter’s income. The waiter is not responsible for this condition. 
Historically this practice was inaugurated by management in its 
desire to foist part of his labor costs on to its customers. 

Discrimination resulting from the present law against the waiter 
makes him a second-class citizen so far as social security is concerned. 
The waiter or service worker employed in an establishment where 
tips are not permitted and therefore receives his entire income from 
his employer, is afforded the opportunity of having his social secu- 
rity determined on his full income whereas the waiter receiving part 
of his income in the form of tips is denied this same right. 

My union has upward of a thousand members who have retired. 
Their social-security benefits based on this inequitable system average 
some $45 a month. In many cases these waiters must apply for sup- 
plemental relief. This relief, obtained from municipal or State agen- 
cies in good part, is eventually paid for by Federal contributions. 
This makes for bad bookkeeping and bad economy. In my opinion, 
it would make more sense if proper social security payments for a 
retired worker came directly from the insurance that both he and the 
employer paid for during the period of gainful employment. 

It is only fair that the full earnings of a waiter should be included 
not only for income-tax purposes, but also for social-security pur- 
poses. However, I join with the other unions in the city and State 
of New York, numbering 120,000 culinary workers in support of 
Representative Santangelo’s bill H. R. 6032 for the reason that at least 
it opens the door to a realistic approach to this problem and affords 
some measure of relief. 

I want to thank the chairman very much for giving me the privilege 
to appear before you. 

Mr. Foranp. Wethank you, Mr. Siegal, for your contribution. 

Are there any questions ? 

Tf not, that concludes the calendar for the day, and the committee 
stands adjourned until 10 o’clock tomorrow morning. 

(The following material was filed with the comittee: ) 

House OF REPRESENTATIVES, 
Washington, D. C., June 27, 1958. 
Hon. WiLsur MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear WiisurR: I enclose a copy of a resolution adopted by the Pitt County 
Farm Bureau Board of Directors, Greenville, N. C., requesting an amendment to 
title 2 of the Social Security Act ‘‘to clarify the status of farmland owners.” 

I would appreciate your having this resolution made a part of the record in 


the hearings on this subject. 
Sincerely, 
HeErsert C. BONNER. 
RESOLUTIONS 


Whereas the North Carolina Farm Bureau, in its statement of policies and 
recommendations, urges the simplification and clarification of the social security 
law, particularly as related to North Carolina farm families ; and 
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Whereas the Pitt County Board of Commissioners at their regular meeting 
held on Monday, May 5, 1958, unanimously resolved to request Senators Ervin 
and Jordan and Congressman Bonner to expedite the enactment of an amend- 
ment to title II of the Social Security Act “to clarify the status uf farm landlords 
under the act by eliminating the requirement of “material participation” and to 
include within the coverage of the act all farm landlords who operate their farms 
through tenants or sharecroppers, except those who lease their farmlands for 
straight cash rent: Now, therefore, be it 

Resolved, That the board of directors of the Pitt County Farm Bureau does 
unanimously endorse both the statement of policy of the North Carolina Farm 
Bureau and the resolution of the Pitt County Board of Commissioners referred 
to herein; and 

Resolved further, That the board of directors of the Pitt County Farm Bureau 
does hereby urge and request that Senators Ervin and Jordan and Congressman 
Bonner support and recommend the enactment to title II of the Social Security 
Act to eliminate the requirement of “material participation” on the part of farm 
landlords who operate their farms through tenants or sharecroppers, to the 
end that such farm landlords shall be covered by the Social Security Act; and 
be it further 

Resolved, That copies of this resolution be forwarded to Senators Ervin and 
Jordan, to Congressman Bonner, to the president of the North Carolina Farm 
Bureau and to the chairman of the Pitt County Board of Commissioners. 


GEORGE D. Cox, 
President, Pitt County Farm Bureau. 





HOovusE OF REPRESENTATIVES, 


Washington, D. C., June 28, 1958. 
Hon. WILBurR MILs, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Wiieur: I enclose a statement signed by Hon. Frank M. Wooten, member 
of the North Carolina House of Representatives, from Greenville, N. C., concern- 
ing title 2 of the Social Security Act. 

I would appreciate it very much if you would have Mr. Wooten’s statement 
made a part of the record in the hearings on this subject. 

Sincerely, 


HERBERT C. BONNER. 


To: The Ways and Means Committee of the House of Representatives 
Re: Social Security Amendments of 1956—farm self-employment—income of 
landowner 

The attention of the committee is directed to the following: 

1. The definition of the word “rent” as set forth in Black’s Law Dictionary and 
Corpus Juris Secumdum (vol. 76, p. 1166): “In its nontechnical sense the word 
‘rent’ may be generally defined as meaning compensation or return; compensa- 
tion for the use of property; compensation for the use and enjoyment of the 
—_— ** *” (76 C. J. S. 1147; Black’s Law Dictionary, 3d edition, 
p. 1529). 

2. Farm agreements between persons who own land and those who assist in 
the use of the land, which provide the landowner: (1) Shall have the right of 
control and supervision of the use of the land; (2) shall furnish a portion of the 
supplies necessary for the use of the land; (3) shall participate in the division 
of the crop or livestock produced, introduce two factors in the farm agreement 
which are contra to the word “rent.” These two factors being (1) the right of 
control and (2) the furnishing of a portion of the supplies. The share received 
of the crop or livestock produced represents more than “compensation for the use 
of property.” If the venture is successful, the share of crop or livestock produced 
represents (1) a return of money invested for supplies and (2) compensation for 
the supervision of the use of and right of control of the land. 

If the venture is not successful, the failure represents (1) loss of money 


invested for supplies and (2) no compensation for the supervision of the use of 
and right of control of the land. 
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3. Money or produce received under the terms of the farm agreement contain- 
ing the three factors set forth above “is dependent upon the amount of the crop 
or livestock produced.” The amount of money received by the landowner is not 
for the use of property, it is a share in a joint venture. 

4. House Report No. 1189 on H. R. 7225, the Social Security Amendments of 
1956 at page 9, has this statement: 

“* * * On the other hand, share farmers participate directly in the risk of 
farming in that their return from the undertaking is dependent upon the amount 
of the crop or livestock produced.” 

The word “share-farmer” is defined on the same page 9 as being “sharecroppers,” 
“croppers,” “renters,” “tenants,” and “lessees.” 

The word “share-landowner” should be used. 

Why should one of the participants in a joint venture be excluded from coverage 
when the income of both “is dependent upon the amount of the crop or livestock 
produced” ? 

5. The income of both is dependent upon (1) the skill of both in management 
decisions, (2) weather conditions, and (3) prices received from the sale of the 
produce. 

6. Is there any justification in the presumption of Social Security Administra- 
tion that a landowner who has tenants is not under the provisions of the Social 
Security Act when the factors set forth herein are present? 


CONCLUSION 


We request that the statements made herein be considered by your committee 
in its general consideration of the application of the provisions of the 1956 
amendments to the Social Security Act to farmers. The law as it is presently 
applied is resulting in much unnecessary work on the part of the employees 
of the Social Security Administration in their endeavors to determine what 
farmers are eligible, and in addition thereto, it is practically impossible for the 
law to be applied uniformly. We know of many inequities which now exist in 
our (Pitt) County. Some persons are approved for benefits and others, who 
operate their farms in practically the identical manner are being excluded. For 
some cases it is impossible to distinquish the difference. 

However, what is even more important in fairness, justice, and equity, persons 
who operate farms are being excluded, when, if they were any other type business 
and conducting it in the same manner in which the farm is operated, they would 
be included under the terms of the act. It is not fair nor equitable to exclude 
a person just because he operates a farm. 

This 24th day of June 1958. 

FRANK M. WOOTEN, Jr., 
Member, North Carolina House of Representatives. 
Jas. T.. MOYNER, 
Vice President. 
RALPH P. HARDEE, 
Trust Officer, Guaranty Bank & Trust Oo. 


House OF REPRESENTATIVES, 
Washington, D. C., June 25, 1958. 
Hon. Wiisur D. MILLs, 
Chairman, House Committee on Ways and Means, 
House Office Building, Washington, D. C. 

Dear Mr. CHAIRMAN: May I express my own interest and that of my district, 
the 24th of New York in H. R. 8601, which I understand is among the various 
bills on social security presently being considered by your committee. 

It is my earnest wish that this measure will be reported favorably by your 
committee. 

Thanking you for your cooperation and with kind regards, 

Sincerely yours, 
CHARLES A. BUCKLEY, 
Member of Congress. 
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House OF REPRESENTATIVES, 
Washington, D. C., June 25, 1958. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 


GENTLEMEN: It has come to my attention that representatives of the three 
library systems in New York City, including the Queens Borough Public Library, 
have appeared before your committee seeking to amend section 3121 (k) of 
the Internal Revenue Code so that the library employees might secure social 
security coverage. 

I want to take this opportunity to endorse the position taken by these librarians 
and to express the hope that the Committee on Ways and Means will approve 
legislation at this session which will make it possible for these library em- 
ployees to secure social security coverage. 

With kind regards, I am 

Sincerely yours, 
ABert H. Boson, 
Member of Congress. 


(Whereupon, at 12:10 p. m., the committee was recessed, to recon- 
vene at 10 a. m., Tuesday, June 24, 1958.) 
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TUESDAY, JUNE 24, 1958 


House or REPRESENTATIVES, 
Commirrre on Ways AND MEaNns, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CHamman. The committee will please come to order. The 
Chair understands that the Honorable James T. O’Connell, Under 
Secretary of Labor, who intended to be here at 10 o’clock, has been 
detained and will be just a few minutes late. 

We have other representatives of the Department of Labor with us. 
Would it be possible for us to proceed with his statement in the ab- 
sence of Mr. O’Connell? We have Mr. Rothman, the Solicitor of the 
Department of Labor, 

Please come forward, if you will. 


STATEMENT OF HON. JAMES T. 0’CONNELL, UNDER SECRETARY 
OF LABOR, ACCOMPANIED BY NEWELL BROWN, ASSISTANT 
SECRETARY OF LABOR; AND STUART ROTHMAN, SOLICITOR, 
DEPARTMENT OF LABOR 


Mr. Roruman. Good morning, Mr. Mills. 

: “ CuarrMAN. I am glad to see you, Mr. Rothman; you are recog- 
nized. 

Mr. Rornman. Thank you. At your request, and to conserve time, 
I will read the statement that Mr. }°Connell, the Acting Secretary of 
Labor, would make if he were not detained. 

I trust that he will arrive shortly. 

The CuarrMan. So do we, Mr. Rothman. 

Mr. Roruman. I am happy to appear before this committee to 
present the administration’s views for improving and extending the 
unemployment compensation provisions of our social-security system. 
Secretary Folsom has already presented the administration’s views 
on other phases of the social-security program. 

This administration from its inception has realized the need for 
improving the Federal-State unemployment insurance system, and has 
recommended action to accomplish that objective. Since 1953 the 
President has repeatedly urged the States to take action to improve 
the benefit amount and duration provisions of their laws. In 1953 
he also recommended to Congress legislation to extend unemployment 
coverage to millions of workers not originally protected under the 
Social Security Act. 

545 
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Considerable success has been attained in improving the Federal 
unemployment compensation provisions. In 1954 special provision 
for assisting States with depleted unemployment funds through Fed- 
eral advances was provided. In 1954 also, the Federal unemployment 
tax was extended by Congress to employers of 4 or more in 20 weeks. 
Unemployment compensation has been provided for the great num- 
bers of Federal civilian employees. However, there are four major 
areas of coverage which we believe call for present Federal action. 
These include employees of employers of fewer than four employees, 
persons serving in the peacetime military forces, workers in Puerto 
Rico, and employees of certain special types of employers presently 
excluded from the Federal Unemployment Tax Act. 

With regard to this latter group of employees this committee and 
the House have taken definitive action. H. R. 8888, which would 
extend the Federal-State unemployment insurance system to em- 

loyees of certain nonprofit organizations which engage in unrelated 
usiness activities, employees of non-wholly-owned Federal instru- 
mentalities and crews on American aircraft outside the United States, 
was passed by the House on August 16, 1957. Extension of the sys- 
tem to these employees had been recommended by this administration. 

This committee has recently reported favorably on H. R. 11630, 
legislation recommended by the administration to provide unemploy- 
ment insurance for service in the peacetime military forces. This 
legislation will fill the largest gap remaining in providing unemploy- 
ment compensation for those serving the Federal Government. The 
Government has a particular responsibility, we believe, to provide such 
protection for those who serve it. 

The Cuarrman. Mr. Rothman, if I may interrupt you at that point, 
Mr. Reed and I must be in the Rules Committee this morning at 10: 30, 
to confer on certain legislation coming before the House. For that 
reason, I will have to leave some few minutes before 10: 30. 

Mr. Roruman. Yes, sir. 


EMPLOYERS OF ONE OR MORE 


In addition to the proposals I have mentioned the administration 
has recommended the very important one of extending the Federal- 
State system to employers of one or more as contained in H. R. 6856. 
This recommendation was first made by President Eisenhower in 1954 
and was last repeated in his 1958 economic report. 

We strongly recommend that the definition of “employer” in the 
Federal Unemployment Tax Act be amended to apply to all persons 
who employ one or more individuals in the type of services covered 
by the act. This change would result in extending the protection of 
the unemployment insurance program to about 1.9 million individuals. 

In 1935, when the whole unemployment insurance system was un- 
tried, small firms were omitted because of anticipated administrative 
problems. The actual size limitation of 8 in 20 weeks was a compro- 
mise. The Advisory Council of the President’s Committee on Eco- 
nomic Security in 1934 recommended a limit of 6 workers in 13 
weeks, with the following comments: 


A broader coverage than that suggested is deemed desirable by the Arvisory 
Council, but practical considerations lead us to recommend that it be limited 
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as above outlined in inaugurating the system. We recommend, however, that the 
Federal authority study the problems of extending the coverage to employers 
of less than six employees. 

The most frequently raised argument against extension of the 
Federal Unemployment Tax Act is that the decision should be left to 
the States. It was, however, the Federal Government which established 
the pattern of size restrictions. It seems to us that a Federal tax 
act such as the Federal Unemployment Tax Act, should not distinguish 
unnecessarily between those who are and those who are not made 
subject to it. If the distinction between employers with 4 or more 
employees and those having less than 4 is not required by adminis- 
trative necessity, I know of no reason why the Federal act should make 
this distinction. 

We understand that no particular administrative problems have 
arisen with respect to coverage under the Federal Insurance Con- 
tributions Act and under income-tax withholding, both of which 
apply to employers of one or more. Extension of the unemployment 
tax to the same employers will facilitate for both employers and the 
Government the questions of determining who is covered. 

Experience in the 18 States which already cover these small em- 
ployers has demonstrated that universal coverage results in simplified 
procedures. Questions involved in determining whether or not an 
employer is covered are greatly simplified. There is no necessity to 
wait until the end of the taxable year to determine employer liability. 
No audits of the employer’s payroll records or extensive investigations 
for coverage purposes are needed, and elaborate files on employers 
who are on the borderline of coverage become unnecessary. 

The State of Washington, after it changed in 1941 to coverage of one 
at any time, expressed its opinion of the change as follows: 

Beyond initial load of setting up previously excluded group of employers, the 
administration has posed no problem other than increased field volumes. 
Actually, the men in the field encounter fewer collection problems among smaller 
firms and prefer extended coverage to former coverage with size-of-firm 
and duration tests. General coverage eliminates former problems of constant 
liability audits. Benefits determination has been simplified and speeded up by 
extended coverage since former liability had to be established in many cases 
before benefit determination could result. 

The Washington agency is convinced that its broad coverage is 
the most satisfactory kind. 

Little additional paperwork would be required of the smaller em- 
ployers because these employers are already covered by the Federal 
Insurance Contribution Act and income-tax withholding. An ob- 
jection sometimes expressed is that complete size-of-firm coverage 
will bring into the program multitudes of intermittent and occasional 
employees. 

A. frequent illustration is the boy hired to mow the lawn. Actu- 
ally, however, the Federal Unemployment Tax Act would continue 
to exclude domestic service, and it would exclude those services 
not in the course of the employer’s trade or business unless the indi- 
vidual works for the employer on at least 24 days in a quarter and is 
paid at least $50 cash. 

This committee is well aware of the value of unemployment benefits 
to the economy and the fact that the value would be greater if the 
program covered wage and salary workers more completely. ‘Those 
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in small firms are probably the easiest of the excluded groups to add to 
coverage. From the standpoint of the individual worker, protection 
against the hazards of involuntary joblessness is just as important 
when he is the only employee as when he is one of several thousand. 

Since 1954, when Fede ‘al coverage of employers of four or more 
was enacted, only 4 States have extended cov erage to employers with 
fewer than 4 workers and only 1 of these went “to 1 or more. It is 
evident that Federal action is needed in this field if any substantial 
extension of coverage is to be attained. In anticipation of such Fed- 
eral action, 33 State legislatures have already provided in their laws 
that any employing unit —— to the Federal unemployment tax 
is an employ er under the State law. 

Since 8 other States, as well as Alaska, Hawaii, and the District 
of Columbia, provide coverage for most or all employers of 1 worker, 
there are only 7 States which would have to make any subst: antial 
change in their own laws. In summary, the position of the admin- 
istration is that unemployment insurance coverage of employers re- 
gardless of size is desirable and feasible, and will be achieved on a 
national basis only by Federal action. 


EXTENSION TO PUERTO RICO 


Another important area of coverage upon which the administra- 
tion recommends favorable action is embodied in H, R. 634 which 
would extend the Federal taxing and financing unemployment insur- 
ance provisions to the Commonwealth of Puerto Rico. In his last two 
Economic Reports to the Congress, the President recommended Fed- 
eral legislation to include employees in Puerto Rico under the Fed- 
eral-State unemployment sy stem. The Commonwealth has provided 
an unemployment insurance program for its workers and its leg- 
islative assembly has made known to Congress a desire to be brought 
into the Federal-State system of unemployment insurance. The Fed- 
eral Government should take the necessary action to meet this evi- 
dence of good faith on the part of the people of Puerto Rico. 

Puerto Rico should be brought under the Federal-State employment 
security system as a matter of equity and consistency. Alaska and 
Hawaii have been part of the system since its inception. Further, 
enactment of this legislation would complete the Federal-State system 
in Puerto Rico, the Wagner-Peyser Act, which provides for the 
Federal-State system of ‘public employment services, having been 
extended to the Commonwealth in 1950 with that objective i in mind. 
The Federal programs of unemployment compensation for Federal 
employees and Korean veterans are also applicable to Puerto Rico 
and benefits are paid through the Puerto Rican Employment Service. 
Inclusion of the existing Puerto Rican unemployment insurance pro- 
gram in the Federal- State system would therefore close the gap in 
the Puerto Rican employment security system. 

It would also bring the protection of the last of the social-security 
programs to Puerto Rico. The maternal and child welfare program 
was extended as early as 1940, the programs for old-age assistance, aid 
to dependent children, aid to the blind, and aid to the permanently 
disabled were extended in 1950, and in 1951 the old-age and survivors 
insurance program was made effective in the Commonwealth. 
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The question arises also as to whether the unemployment situation 
in Puerto Rico will be such as to make a drain on the Federal loan 
fund. There is little reason to believe that the Commonwealth un- 
employment program will not be solvent. The benefits payable under 
the Puerto Rican law are conservative. Computed as one-twenty- 
sixth of high-quarter wages, they range from $7 to $12 for a maximum 
period of "? weeks. The program will have reserves of about $15 
million when benefits become payable and, in the fiscal years 1960 
through 1963, annual collections are expected to exceed annual benefit 
payments. Moreover, the dynamic Operation Bootstrap instituted by 
the Commonwealth is apparently beginning to have a beneficial effect 
upon its employment situation. Manufacturing income increased 15 
percent in fiscal year 1957, unemployment declined and average 
weekly earnings in manufacturing increased from $21.24 in fiscal 
year 1956 to $24.96 in fiscal year 1957. 


JUDICIAL REVIEW OF FINDINGS WITH REGARD TO STATE LAWS 


The Secretary of Labor is required to make certain administrative 
findings under both the Social Security Act and the Federal Unem- 
ployment Tax Act with regard to conformity or compliance with cer- 
tain Federal requirements which may result in denial of certification 
of a State for administrative grants or tax offset. Since 1935, when 
the Social Security Act was passed there have been only 5 formal 
hearings to determine a State’s conformity or compliance with the 
requirements of Federal law, only 1 of which has been during this 
administration. 

In that case (a compliance issue arising in California) the State 
was not found to be substantially out of compliance with Federal 
requirements so that the tax credit was not withheld. Many con- 
formity and compliance issues have been informally resolved between 
the States and the Department. 

Under present procedures, hearings by the Secretary on an issue of 
conformity or compliance by a State with one of the Federal require- 
ments are always preceded by discussion and negotiation between the 
State agency and the Bureau of Employment Security. The State is 
fully informed of the issue and the reasons on which the Bureau bases 
its conclusion that the State has failed to conform or to comply with 
the requirement. In most of the cases which have arisen in the over 
20 years since the initiation of the unemployment insurance program, 
such issues have been successfully negotiated and settled without the 
necessity of a formal hearing. In some cases the State has convinced 
the Bureau of the soundness of its position. In others, the Bureau has 
persuaded the State to make the necessary changes in its law, its inter- 
pretation of its law, or its administrative practice. 

The Department of Labor believes that judicial review of adminis- 
trative findings of the Secretary is sound in principle. However, we 
do not favor the method of providing this review as recommended by 
the Interstate Conference of Employment Security Agencies and con- 
tained in H. R. 8214 and H. R. 8215, presently before this committee. 
Our objections to the provisions of these bills are set forth in the report 
made to this committee on July 18, 1957, which I am including with m 
statement. The few cases to which such review would be applicable 
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do not present such a problem as to warrant enactment of legislation 
of questionable merit. 


CONCLUSIONS 


In conclusion, we recommend that legislation to extend coverage of 
the unemployment insurance program to employees of employers of 
one or more at any time, to peacetime ex-servicemen, to employees in 


Puerto Rico, and to groups of employees specified in H. R. 8888 be 
enacted. 


I would like to thank the chairman for permitting me to read the 
statement for Mr. O’Connell in his absence. 

I see that he has returned and will take over. 

The Cuamman. Mr. O’Connell, we apologize to you, sir, for going 


ahead in your absence, but we understood that you would be detained 
just a few minutes. 


It is your desire, I presume, that the letter to the late chairman of 
the committee dated July 18, 1957, be inserted with your remarks, Mr. 


O’Connell. 
Without objection, that will be done. 
(The document referred to follows :) 


UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, July 18, 1957. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN Cooper: This is with further reference to your request for 
my comments on H. R. 8214 and H. R. 8215, identical bills, to provide for judicial 
review of the administrative findings of the Secretary of Labor under title III of 
the Social Security Act, as amended, and chapter 23 (Federal Unemployment Tax 
Act) of the Internal Revenue Code of 1954, as amended, and for other purposes. 

This Department is opposed to the enactment of H. R. 8214 and H. R. 8215. 
In our opinion some of its provisions are undesirable from both an administra- 
tive and substantive standpoint and would greatly impede the effective adminis- 
tration of the employment seeurity program. 

Under the provisions of these bills, a State seeking judicial review could pro- 
ceed in the court of appeals for the jurisdiction in which the State lies or in the 
Court of Appeals for the District of Columbia. The employment security pro- 
gram applies the same Federal requirements to all States. Uniformity of inter- 
pretation of these Federal requirements and the avoidance of unnecessary and 
protracted litigation are essential if the program is to function properly. By 
providing separate forums for the litigation of issues involved in the review pro- 
ceedings, conflicting interpretations will undoubtedly result and issues will 
remain unsettled until they have finally been decided by the Supreme Court. 

The proposed legislation confers jurisdiction upon the courts of appeals to de- 
termine the matter before them on its merits, without regard to the Secretary of 
Labor’s findings. notwithstanding “any provision of the Administrative Procedure 
Act (60 Stat. 237) to the contrary.” This provision would render meaningless 
the hearings conducted by the Secretary pursuant to statutory requirements, 
since its practical effect would be to instruct the reviewing court to exercise its 
independent judgment regardless of any findings of the Secretary. Both Con- 
gress and the courts have consistently recognized that the very purpose of admin- 
istrative hearings is to permit persons who possess expert knowledge in technical 
specialized fields to make findings and to render decisions on questions arising in 
those fields. Under these circumstances, where there is substantial evidence to 
support the findings of the administrative tribunal, these findings should be 
sustained. Examples of congressional action adhering to this principle in other 
grant-in-aid programs are found in the judicial review provisions of the Voca- 
tional Rehabilitation Act and the Hospital Construction Act. 
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Where a State seeks judicial review, H. R. 8214 and H. R. 8215 would prohibit 
the withholding of grants, tax credit or the crediting of a State’s account with 
any funds it might be entitled to receive under section 903 (a) of the Social 
Security Act, until 90 days after the completion of the review proceedings. It 
would also prohibit the withholding of tax credit during the taxable year in 
which a final judicial decision adverse to the State is rendered, if the State, 
within 90 days after the decision is rendered, takes the necessary action to meet 
the requirements of the Federal law for such tax credit. This provision would 
provide an automatic statutery prohibition against the withholding of tax credit 
or the crediting of a State’s account merely upon the filing of a petition for 
judicial review. Such a provision would inevitably encourage and foster litiga- 
tion without regard to the merits of the case. With no risk involved and no 
sanctions to deter litigation that may be clearly groundless the requirements of 
the Federal law could be disregarded over an extended period of time. 

It should also be noted that section 3 of these bills appears to require the Sec- 
retary of Labor, in connection with review proceedings, to file in the court of 
appeals reviewing the findings a copy of “the record of the State court,” if any. 
The Secretary of Labor has no jurisdiction over these State court records unless 
the record is made a part of the proceedings before him. Many of the records 
are extremely voluminous and considerable expense would be involved in repro- 
ducing them. It would, in our view, be inadvisable to place the burden on the 
Secretary to obtain State court records in a proceeding where the responsibility 


for furnishing the records, if they are pertinent, would normally rest with one of 
the parties to the poceedings. 


The Bureau of the Budget advises that there is no objection to the submission 
of this report. 


Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 

The Crarman. We appreciate your being here and appreciate 
Mr. Rothman substituting for you in the delivery of the statement. 

Are there any questions ¢ 

Mr. Kean will inquire. 

Mr. Kran. I am glad to welcome one of my constituents here, Mr. 
O’Connell. 

If the bill that I introduced a while ago had been approved by 
this committee and passed by the Congress, if it had become law, a 
lot of the trouble that this committee found itself in when we were 
considering the extension of the unemployment law would have 
been avoided, because one of the things that we were worrying about 
when that law was considered was the fact that there were so many 
people that would not get any benefits from this extension of the 
unemployment coverage. 

Unfortunately, probably in future years we will again have re- 
cessions. I gather from your statement that you feel that this ought 
to go into effect as soon as possible so that in the future years almost 
2 million people, and there will be more, of course, as the population 
increases, would not be faced by the same situation as they are now. 

Mr. O’Connetu. Mr. Kean, we consider that extension of coverage 
to as many as is reasonable is a very desirable thing, including your 
bill providing for extension to one or more at any time. 

Mr. Kean. That is all, Mr. Chairman. 

Mr. Foranp (presiding). Are there any further questions? 

Mr. O’Connell, I am interested in this coverage of one or more. 

Would you tell the committee, if you have the information, just 
where the opposition to this move comes from, and just what the 
arguments are that are being used against it ? 








552 SOCIAL-SECURITY LEGISLATION 


I have heard some arguments, of course, but I would like to hear 
your opinion. 

Mr. O’Conne tt. I don’t think I know exactly where the opposition 
is coming from. 

I think the main arguments against it seem to lie in two phases: 
One, that any extension of coverage should be made and determined 
by the States and not by the Federal Government, and the second 
one is that further extension to very small employers or employers 
of very few people would make an undue administrative burden. 
I think both of these points we tried to cover in our testimony, Mr. 
Forand. On the first point, the matter of coverage of the bill was 
original with the Federal Government. It is part of the original 
act 


The depth of extension in the beginning was set up because it was 
a new act, and the question of administrative difficulty had not been 
determined. Where we have coverage of one or more, and we have 
it in quite a few States, I think it has generally been found that 
while the volume of work increases somewhat, it is a great deal easier 
to determine when an employer is covered than when he is not. 

Under these circumstances it would be quite simple. 

Mr. Foranp. Has this question been discussed by your Department 
with the State administrators ? 

Mr. O’Connetx. It has been discussed; possibly Mr. Brown, who 
deals directly with the State administrators, might want to comment 
on that. 

Mr. Foranp. I know he is an old timer in that field. We will 
welcome his comments. 

Mr. Brown. I wouldn’t want to go beyond what Mr. Norwood, I 
believe, reported to the committee when he testified last week. I be- 
lieve he has, now, a consensus of the States favoring coverage of one 
or more. 

Mr. Foranp. How many States have coverage of one or more? 

Mr. Brown. I think there are approximately 18. 

Mr. Foranp. I know my State is one of them. 

Mr. Brown. It is about 18. Only 2 or 3, however, have 1 or more 
at any time. The others have either monetary or time conditions. 

Mr. Kean. Mr. Chairman ? 

Mr. Foranp. Mr. Kean. 

Mr. Kean. May I ask you whether your State has ever had any 
trouble or complaint, about this complaint they have talked about, 
possibly, from the employers ? 

Mr. Foranp. No complaint has come to me, either from the State 
or from the employers. That is the reason why I am interested in 
trying to find out where the opposition comes from. 

If there are no further questions, we thank you, sir. Thank you 
very much. 

Mr. O’ConnevL. Thank you. I would like to apoligize for my late 
appearance. It was unavoidable. 

Mr. Foranp. The next witness will be the Honorable James Roose- 
velt. 

Apparently, Mr. Roosevelt is not here. 

Next will be our colleague, Mr. Ullman. 

Is Mr. Ullman present ? 
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Apparently, he is not present. 

Is Congressman Dent present ? 

Apparently, he is not here. 

The next witness is Mr. A. D. Marshall. 

Please come forward, Mr. Marshall. 

For the purpose of the record, will you identify yourself and the 
capacity in which you appear ? 


STATEMENT OF A. D. MARSHALL, CHAIRMAN, ECONOMIC SECURITY 
COMMITTEE, CHAMBER OF COMMERCE OF THE UNITED STATES; 
ACCOMPANIED BY KARL SCHLOTTERBECK, SECRETARY OF THE 
ECONOMIC SECURITY COMMITTEE 


Mr. Marsuatu. Mr. Chairman, my name is A. D. Marshall. I am 
vice president of the General Dynamics Corp., but today I appear be- 
fore you representing the Chamber of Commerce of the United States, 
as a member of the board of directors of the chamber and as chairman 
of the committee on economic security. I have with me, Mr. Chair- 
man, Mr. Kar! Schlotterbeck, secretary of the economic security com- 
mittee of the chamber. 

Mr. Foranp. Mr. Marshall, I see the committee has allotted you 
30 minutes. Can you complete your statement in that time? 

Mr. Marswa.u. I will doso. 

Mr. Foranp. You may proceed. 

Mr. Marsnatu. We appreciate this opportunity to testify in con- 
nection with these hearings on the many bills to amend the Social 
Security Act. These programs in the act are designed to deal with 
social problems; so, periodic reexaminations and enn not only 
by congressional committees but, also, by special advisory councils, 
are essential to determine whether these programs are achieving their 
longstanding objectives. 

Mr. Chairman, since you have copies of the prepared statement, I 
would like your permission to have it printed in the record, but to 
summarize it in my presentation. 

Mr. Foranp. Without objection, that will be done. 

Mr. Marswaun. Thank you. The national chamber has supported 
the basic principles of Federal old-age and survivors insurance bene- 
fits, commonly known as social security. 

One of these principles holds that social security should provide a 
floor of protection against destitution in old age. Benefits above this 
floor should be provided by the individual, according to his needs 
and resources. 

Attempts to stretch the program into a mechanism for total security, 
however, will rob the individiual of the necessity—the incentive—to 
build additional old-age income protection through his own efforts. 

Social security fills a humanitarian need, However, its real justifi- 
cation as a Federal compulsory program is that it serves the national 
interest. 

Similarly, compulsory education was established in the public inter- 
est—to protect the body politic from the bad judgments of illiteracy. 

In like manner, it can be said the basic purpose of compulsory social 
security is to protect society from the political consequences of, pos- 
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sibly, leaving large numbers of elderly persons with such meager 
means of support as to constitute a social problem for the Nation. 

Since Congress was creating a new and unique social program to 
be especially suited to the peculiarities of American life ‘and its 
dynamic economy, it is not surprising that some of the basic princi- 
ples were not crystallized at the outset. 

For example, it was not until the amendments of 1950 that Congress 
concluded that this program of cash benefits paid as a matter of right 
should be self-sustaining. 

The costs would be, henceforth, wholly financed by equal taxes on 
employees and employers, taxes on self-employed, and the interest on 
the trust fund. 

In other words, on a long-run basis, the income and outgo should be 
kept equal. With this and other fundamental features of social 
security—cash benefits as a floor of protection sufficient to prevent 

want, the wage-relationship of benefits, the work test to prove sub- 
stantial retirement or inability to continue supporting oneself by 
working—the national chamber is in accord. 

Social security is a useful program, and has served a very construc- 
tive purpose. There is no doubt that providing a floor- of- protection 
monthly income to aged people, their dependents, and survivors of 
family br eadwinners has been appreciated by all who have directly 
benefited, and is, generally, accepted by most workers covered by it. 

However, Federal old-age and survivors insurance benefits is an 
extremely complex program. The various provisions in this law are 
so interrelated that virtually any change affects costs and financing. 

This one fact makes consideration at this time by the Committee 
on Ways and Means of the many social-security bills of unique im- 
portance not only to the beneficiaries, but, also, to business and to all 
those workers who are covered by the program. 

A major factor which should enter into this consideration is the 
period of recession and readjustment we are now experiencing. For 
the past several weeks, congressional committees have given attention 
to various proposals labeled as antirecession measures. Among these 
have been proposals for cutting taxes on consumer goods, for reducing 
taxes on workers, and for lowering tax costs on business. 

Consequently, any social-security legislation involving new costs 
and, hence, more taxes on workers and on business while the trend 
of economic activitity for the next year or so is uncertain would be, 
we believe, ill timed. 

Another factor which makes the present consideration of social- 
security proposals so important is the actuarial status of social se- 
curity. Lanelien to the recent report of the trustees of the OASI 
trust fund, the system is now actuarially deficient on a long-run basis 
by 0.57 percent of payroll, as compared with 0.2 percent in 1956. 
While the present magnitude and the 2-year growth in the actuarial 
deficiency may not seem large, it does give cause for concern. 

We are inevitably reminded of the railroad retirement record over 
the past few years. 

The Actuary’s report at the end of 1947 showed an actuarial de- 
ficiency of 0.3 percent of taxable payroll. The next year Congress 
raised benefits and increased the taxes. However, by the end of "1950 
this deficiency had increased to 0.91 percent of payroll. 
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In 1951, Congress again increased benefits and by the end of 1953, 
the actuarial deficiency had increased to 1.63 percent of payroll. 

However, Congress did increase benefits by 10 percent, upon the 
commitment of the railroad brotherhoods that they would sponsor a 
proposal in 1957 in the present Congress for once again placing the 
railroad retirement program on a sound financial basis. 

Fifteen months have now elapsed, and to the best of our knowledge 
such a proposal has not been forthcoming. Meanwhile, the actuaria 
deficiency in railroad retirement increased to 3.2 percent of payroll 
by the spring of 1957, and is still growing. 

In social security, a program vastly greater than railroad retire- 
ment, there has been a small actuarial deficiency, and in the last 2 
years we have seen it grow from 0.2 percent to nearly 0.6 percent of 
payroll. It is noteworthy that not a single bill before this committee 
provides for a reduction or virtual elimination of the present actuarial 
deficiency. 

A third factor in the present situation is the Advisory Council on 
Social Security Financing. Established by Congress in the 1956 
Social Security Amendments, this Council has been at work for nearly 
6 months. However, it will not complete its study and submit its 
findings until the end of this year—exactly as Congress called for 
in the law. 

These three factors—the present economic recession and readjust- 
ment, the growth in the actuarial deficiency, and the forthcoming 
report of the Advisory Council on Social Security Financing—lead 
us to recommend that: 

1. Consideration of any changes in social security involving new 
costs and thus requiring additional taxes should be postponed until 
1959 ; 

2. The prevailing actuarial deficiency should be corrected as a pre- 
requisite to any other change which would raise costs, including an 
increase in benefits and any easing of the conditions of eligibility; 

3. The actuarial deficiency should be corrected by an increase in 
the tax rate alone; 

4. Before increasing benefits by some percentage or other simple 
method, Congress should review the benefit schedule to determine 
whether, in the light of conditions then prevailing, a floor of protec- 
tion against want and destitution is being provided. If social secu- 
rity is to continue as a social program, particular attention should be 
given to those beneficiaries of advanced age who are at the low end 
of the benefit schedule. Until this review is completed—preferably 
by a new Advisory Council—benetits should not be changed; 

5. If Congress should raise social security benefits now or at any 
time in the future, the added costs should be immediately and fully 
met by an increase in the tax rate on the prevailing wage base. 

In the light of the three factors I mentioned earlier—the present 
period of recession and economic readjustment, the actuarial defi- 
ciency in social security, and the forthcoming report of the Advisory 
Council on Social security Financing—we believe these hearings are 
salutary by indicating the areas which should receive further study 
before any legislation is passed. 


28110-—-58——- 37 
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AREAS IN SOCIAL SECURITY NEEDING FURTHER STUDY 


A sampling of the many social security bills before this committee 
indicates some of the more important areas which we believe need 
careful study. 

COVERAGE 


There are numerous bills to extend social security coverage to the 
relatively few groups and occupations not now covered—especially 
to firemen and policemen, and to a large segment of Federal employees. 

If a national program to protect our society against the risk of 
dependency, want, and destitution, in old age is sound, all should be 
protected. 

ELIGIBILITY AGE 


There are a number of bills to reduce the eligibility age to as low 
as 50 for women and 60 for men. Reduction in retirement ages below 
the present levels undoubtedly will tend to encourage people to quit 
working while still able to do so and be self-supporting. 

And, in addition, this would be very expensive to the system. 

The work test is a key feature in this social benefit program. Un- 
fortunately, some feel this test penalizes older people for continuing 
to work beyond retirement age. Essentially, however, it is a condi- 
tion of eligibility. It determines presumptively whether or not the 
mdividual because of age is no longer able to support himself by 
working, and thus in danger of becoming destitute and in need. 

There are a number of proposals to increase the work test from the 
oresent $1,200 a year to $110 a month (H. R. 4288), to as much as 
$5,000 a year (H. R. 9842). 

The OASI program is definitely one where the taxes paid by the 
present generation of workers provide the pensions for the present 
generation of retired persons. It seems unfair to ask our younger 
workers to provide a supplementary income to older persons while 
holding jobs which might be filled by youngsters entering the labor 
market. 

BENEFIT INCREASES 


Of the various proposals for increasing benefits, there is one (H. R. 
10325) which would raise benefits across the board by 10 percent with 
a minimum increase of $5. This means that all primary beneficiaries 
receiving less than $50 will get a $5 increase. 

If some increase is deemed necessary to preserve the benefit as a 
floor of protection, this particular proposal may not do it for many 
aged beneficiaries. For example, at the end of 1956 there were roughly 
6.6 million aged primary and secondary beneficiaries, of whom 2.2 
million received benefits of less than $50. 

The vast majority of these 2.2 millions receiving benefits of less 
than $50 a month retired during the 1940’s and the first 2 years or so 
of this decade. 

Your attention is directed to Secretary Folsom’s very able presenta- 
tion of this problem, in which he pointed out that the average benefit 
of men going on the rolls in 1957 was $77.94, compared with $65.90 
for those who came on the rolls prior to the 1954 amendments. 
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He said: 


It is therefore clear that the average benefit for persons retiring now is much 
more in line with the current wage and price situation than for those who 
retired some time ago, 

Obviously, if a benefit increase is deemed necessary to preserve the 
floor of protection, greater consideration should be given to those of 
advanced age who retired a number of years ago and are in the lower 
part of the benefit schedule. 


TAXABLE WAGE BASE 


The original law provided that the first $3,000 of pay were subject 
to the employee and employer social taxes. This was raised to $3,600 
in the 1950 amendments and to $4,200 in the 1954 amendments. There 
are now proposals to raise the taxable wage base to $4,800 (H. R. 
8883) ,$6,000 (H. R. 9467), and even to $10,000 (H. R. 9834). 

Usually there are 2 or 3 arguments advanced to support inereases in 
the taxable wage base. Some contend that with a rise in the general 
level of wages, it is only reasonable to raise the taxable wage base in 
order to provide a more adequate floor of protection. 

Others point out that the $3,000 wage base in 1939 resulted in 90 
percent of all covered workers having their total wages under that 
wage base. As wages advance, the wage base should be raised so that 
90 percent of covered workers will continue to be completely covered 
by social security. 

There is no evidence that Congress intended social security benefits 
should constitute the total retirement income for most workers. Each 
individual has been expected to build additional old-age income pro- 
tection through his own efforts. 

The 1949 report of this committee pointed out that with benefits 
paid as a matter of right— 
the worker is encouraged to make private savings in order to supplement his 
social insurance benefits. 

NEW BENEFITS 


There are a few proposals to establish new kinds of benefits. One 
of these, for example (H. R. 9467), would provide hospital, associated 
medical and surgical care (within specified limits) to social-security 
beneficiaries, and to those “entitled” to benefits, who need such care. 

At the outset, it should be noted that aged people needing medical 
care are obtaining it. There is no evidence of a national problem of 
the aged unable to receive needed hospitalization, medical and surgi- 

cal care. The responsibility for assuring adequate care can best :be 
handled at the community level, at least in the communities I am most 
familiar with. Witnesses from the private insurance industry have 
developed data showing the tremendous expansion in private hospi- 
talization, surgical and major medical insurance coverage. 

Doubtless other witnesses will explain in detail the various prob- 
lems in providing health insurance coverage—especially for aged peo- 
ple. Recently, Wilbur J. Cohen, a social-security expert, stated that: 

Many problems are involved in the continued increase in hospital insurance 
coverage, irrespective of whether such coverage is private or public * * *. There 


will continue to be many vexing, financial, economic, organizational. and per- 
sonnel problems regardless of the agency insuring the cost. 
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Second, this proposal would introduce a new feature—providing 
benefits in kind—not in cash. 

Payment of benefits in cash has been axiomatic in social security. 
It is obviously the only sure means whereby the dignity of the individ- 
ual, his independence, his freedom of choice in determining how to 
spend his own benefit money, can be preserved. 

Introducing this service “benefit places Congress in the position of 
deciding for each beneficiary how part of his benefit money must be 
spent. 

Without question, the freedom of choice for each aged individual 
will be on the way out. Will the next step be provision of “proper 
housing”? And clothing? And food for a “proper diet”? At what 
point w would service benefits be stopped ? And once initiated, is not 
each aged beneficiary made a “ward” of the Federal Gover nment ? 


COSTS AND FINANCING 


Proposals for lowering the eligibility age, raising the “work test,” 
increasing benefits, and establishing new benefits will cost money— 
big money. This will mean additional social taxes, not only on busi- 
ness, but on all those working covered by the program. 

In considering additional social taxes, it should be borne in mind 
that to continue the present schedule of benefits for those retiring in 
the future will require a doubling of the social taxes. 

For example, a worker making $4, 200 today pays $84 in social taxes 
to finance current old-age, survivors’ and dependents’ benefits. By 
1975 under the present law, he will have to pay $168. (In each in- 
stance, the social taxes for disability benefits are an additional $10.50.) 

Congress should continually bear in mind that social security is only 
one of many tax demands on workers and business. 

I’m sure this Committee on Ways and Means is keenly aware of the 
tense competing pressures and demands on the patently limited tax 
sources. 

Undnly high social taxes together with costly bigger benefit prom- 
ises will restrict the ability of individuals to save more on their own, 
and may, by virtue of the benefit promises, discourage personal thrift. 
The impact of these forces on individual freedom, on the supply of 
new personal savings and on future expansion of private enterprise 
and the creation of new jobs is obvious. 

In summary, we believe a new Advisory Council should be ap- 
pointed by the Congress. The present Advisory Council has a life of 
1 year and the members were selected to study 1 area only—financing. 

‘Consequently, a new Advisory Council should be appointed to study 
these other areas and to make feasible suggestions for constructive 
action, consistent with the preservation of individual freedom, initia- 
tive, and responsibility. 

So far I have touched only on the OAST program. This committee 
also has before it numerous bills to amend the four Federal grant- 
in-aid public-assistance programs. These proposals may be grouped 
into 2 broad categories—those which would increase Federal financial 
participation in the 4 assistance programs, and those which involve 
Federal intervention in States’ determination of need and condi- 
tions of eligibility. 
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FEDERAL FINANCIAL PARTICIPATION 


In considering proposals for increasing the Federal financial -par- 
ticipation, it should be recalled that originally the Congress estab- 
lished these grant-in-aid assistance programs to encourage States to 
exercise their primary responsibility for taking care of their aged and 
other worthy people found to be in need. The Federal grants-in-aid 
involved a matching formula—that is, a 50-50 arrangement. 

It is interesting to note that in 1946, 1948, and again in 1952 the 
Federal increase of $5 did not require the States on their part to put 
up any more money. 

The matching formula had been changed, in other words. Only 
in 1956, when the maximum was again increased by $5 in which the 
Federal Government would share, was the State required to put up 
any additional money of its own—$1 for $4 of Federal money. 

Developments in recent years in old-age assistance and in social 
security, I know, are of special interest to this committee. When 
those two programs were originally established, it was contended that 
as social security evpanded to cover virtually the entire working popu- 
lation, old-age assistance would diminish to a minimum. 

With the extension of social-security coverage by the amendments of 
1950 and 1954, virtually the entire working population is now covered 
by this program. 

Despite the very large social-security benefit increases in the amend- 
ments of 1950 and further increases in 1952 and 1954, the number of 
aged persons receiving both social security and old-age assistance has 
been rising. In September 1950, 276,000 were receiving both kinds 
of benefits from the Federal Government. By February 1957 there 
were more than 555,000 getting both—and there is little reason to 
expect this upward trend will not continue. 

We believe that in line with the original intent for these 2 programs, 
a plan should be developed for gradual wtihdrawal of the Federal 
Government from participation in the old-age assistance program—at 
least, in the case of those who already receive 1 benefit from the Fed- 
eral Government. 


FEDERAL INTERVENTION IN STATE JURISDICTION 


The four grant-in-aid programs of public assistance have been de- 
signed to help specific classes of people found to be in need. Since the 
inception of these programs, Congress has placed virtually complete 
responsibility and authority with the States for determining “need” 
and in defining the conditions of eligibility. We believe this is sound 
policy in these areas of social welfare where discretion is so important. 

This is because the people at the State and community levels are 
closest to the situation and thus best qualified to decide such ques- 
tions as conditions of eligibility, “need” benefits, and taxation. 


STATE UNEMPLOYMENT COMPENSATION 
This committee is also giving consideration to a proposal (H. R. 


10570) for completely redesigning the present system of State unem- 
ployment compensation programs. 
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In appraising these suggested changes, it is essential to analyze 
them in terms of existing unemployment compensation principles— 
principles which have enabled these State programs to operate suc- 
cessfully for the past 2 decades. 

In 1935 Congress established unemployment compensation to deal 
with a specific social problem—loss of earnings where workers, pri- 
marily the family breadwinners, lose their jobs through no fault of 
their own. After careful study, Congress concluded that the respon- 
sibility for operating unemployment compensation should be turned 
over to the States. 

This enabled each State to tailor its program to suit its own pe- 
culiar economy and, in the light of changing economic conditions, to 
make improvements through experimentation. 

Moreover, it was recognized that unemployment compensation pro- 
grams could deal only ‘with short-run unemployment. Each State 
was held responsible for keeping its unemployment compensation 
financial house in order. In making changes in unemployment com- 
pensation, each State was expected to give due regard to the preser- 

ration of individual initiative. Finally, the or iginal Federal act made 
it possible for each State to incorporate a feature which has been 
vital and constructive—individual employer experience rating. 

This provision enables the State to reduce its unemployment. com- 
pensation tax rate on those employers who are able to minimize their 
own unemployment. 

This has encouraged employers, through careful planning to sta- 
bilize and regularize employment which was subject to management 
control. 

In the light of experience and the changing character of their 
economies, most States have greatly improved their programs over 
the past two decades. 

Bearing in mind that unemployment compensation must be confined 
to relatively short-run unemployment, the liberalization in benefit 
duration is noteworthy. The maximum benefit duration originally 
ranged from 12 to 20 weeks. 

Most States paid benefits for a maximum of 16 weeks. At the pres- 
ent time, the maximum duration ranges from 16 to 30 weeks, with 29 
States paying benefits for a half year or more. 

The present system of State unemployment compensation for short- 
run unemployment has been successfully operated and improved, 
because virtually complete authority and responsibility have been 
placed on each State. 

H. R. 10570 would establish minimum Federal requirements for all 
State programs on all important features. For example, this bill 
would greatly ease the conditions of eligibility—now left to State 
determination. It would also establish a minimum requirement as 
to the amount of benefits—at a level that is now substantially above 
those in several of the States. 

It also provides that each State must pay weekly UC benefits for 
not less than three-fourths of a year and it would limit to 4 weeks 
the duration of disqualification for benefits. 

This bill would also provide for level tax rates on all employers in 
each State, with the opportunity for adjustment upward or downward 
of the level rate applicable to all employers. 
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Finally this proposal would provide for Federal grants-in-aid from 
the general funds of the United States Treasury to any State which 
found its UC reserve funds seriously depleted. 

Let’s recognize this substitution for the present Reed loan fund for 
what it is—the establishment of a Federal unemployment dole, with- 
out any needs test. 

The establishment of a level UC tax rate for all employers within 

each State would effectively destroy individual employer experience- 
rating. No longer would the individual employer have any induce- 
ment to improve and stabilize his employment, since he would receive 
no reward for superior performance. 

This Committee on Ways and Means has the job of raising the tax 
revenues to operate the Federal Government. Hence the elimination 
of this encouragement for superior employer performance, in con- 
junction with the establishment of Federal UC grants-in-aid is, ’m 
sure, of special interest to you. 

On the one hand, destruction of this employer “reward” would 
inevitably tend to increase State UC expenditures. With no oppor- 
tunity to reduce his own UC tax costs, no employer would carefully 
plan production schedules and changeovers with concern for sta- 
bilizing his employment and for minimizing layoffs. 

And on the other hand, the opportunity to obtain Federal grant-in- 
aid funds, with no strings attached and no repayment required, cer- 

tainly will not discourage profligacy by State legislatures in revising 
their UC programs. 

Thus there will be little reason for any State to exercise financial 

responsibility. 

This situation might be likened to a store opening up charge ac- 
counts for all its customers—and, if you can imagine this, with no 
repayment ever expected. This committee might consider the plight 
of that store owner. 

That would become your plight—for this committee would somehow 
have to find the money for these Federal grants. 

The national chamber opposes every feature in H. R. 10570, 
Broad economic and social benefit can be realized from an unemploy- 
ment compensation system only by leaving responsibility and author- 
ity at the State level, and by a feature which enc ourages regularizing 
employment—individual employer experience-rating—rather than 
one which would promote instability. 

Te chamber also recommends that Federal administrative rulings 
with respect to requirements now in the Federal law should be can 
subject to Federal court review. 

Thank you very much for this opportunity. 

(The document referred to follows :) 


STATEMENT BY A. D. MARSHALL FOR THE CHAMBER OF COMMERCE OF THE 
UNITED STATES 


My name is A. D. Marshall, and I am a vice president of the General Dynamics 
Corp. 

I appear before you today representing the Chamber of Commerce of the 
United States, as a member of its board of directors and chairman of the cham- 
ber’s committee on economic security. 

The national chamber appreciates this opportunity to testify in connection 
with these hearings on the many bills to amend the Social Security Act. This act 
includes several programs, especially Federal old-age, survivors and disability 
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insurance benefits, unemployment compensation and the four public assistance 
programs. Since these are designed to deal with social problems, periodic 
reexaminations and reappraisals, not only by congressional committees, but~by 
special advisory councils, are essential to determine whether these programs 
are achieving their longstanding objectives. 


SOCIAL SECURITY 


The national chamber has supported the basic principles of Federal old-age 
and survivors’ insurance benefits, commonly known as social security. One of 
these principles holds that social security should provide a “floor of protection” 
against destitution in old age. Benefits above this “floor” should be provided by 
the individual, according to his needs and resources. 

Attempts to stretch the program into a mechanism for total security, however, 
will rob the individual of the necessity—the incentive—to build additional old- 
age income protection through his own efforts. Such attempts will also reduce 
the opportunity for the individual to fashion his own security program to suit 
his own needs and tastes. 

A review should be made of the adequacy of the floor of protection. However, 
it should be kept in mind that, while the cost-of-living has increased, wage levels 
has been rising, too. In fact, almost twice as fast as living costs—and thus the 
ability of employees to build their own additional old-age income has been im- 
proving as well as the amount of their social security benefits increasing. 

Social security fills a humanitarian need. However, its real justification asa 
Federal compulsory program is that it serves the national interest. 

Similarly, compulsory education was established in the public interest—to 
protect the body politic from the bad judgments of illiteracy. If we had per- 
mitted a large part of the population to remain unable to read and write, they 
would have been incapable of exercising their political freedom in an informed, 
responsible manner—and our form of Government could not have survived. If 
we had permitted a large part of today’s electorate to remain illiterate, incap- 
able even of understanding the basic principles of sanitation, nutrition and 
public health, our Government in this atomic age would be doomed if not al- 
ready dead. 

In like manner, it can be said the basic purpose of compulsory social security 
is to protect society from the political consequences of possibly leaving large 
numbers of elderly persons with such meager means of support as to constitute 
a social problem for the Nation. If our worthy, experienced and resourceful 
growing older population were left adrift in today’s economic tides, we could 
expect them to take a kind of concerted action which could lead to political, 
social, and economic instability. In fact, the program was initiated to deal 
with the future problem of people no longer able to support themselves by work- 
ing because of old age, and thus possibly being in need. 

Benefits were to bear some relation to a past record of earnings and to be paid 
as a matter of right—that is, without the application of the needs test which 
exists in old-age assistance. These benefits were to be financed by taxes levied 
concurrently on those then working and on their employers. 

Subsequent amendments to this program have extended benefit rights to de- 
pendents and survivors of workers, and, at age 50, to those totally and perma- 
nently disabled. Coverage has been extended to virtually all workers, with 
more than 9 out of 10 now under the program. 

Since Congress was creating a new and unique social program to be especially 
suited to the peculiarities of American life and its dynamic economy, it is not 
surprising that some of the basic principles were not crystallized at the outset. 
For example, it was not until the amendments of 1950 that Congress concluded 
that this program of cash benefits paid as a matter of right should be self- 
sustaining. The costs would henceforth be wholly financed by equal taxes on 
employees and employers, taxes on self-employed, and the interest on the trust 
fund. In other words, on a long-run basis, the income and outgo should be 
kept equal. With this and other fundamental features of social security—cash 
benefits as a floor of protection sufficient to prevent want, the wage relationship 
of benefits, the work test to prove substantial retirement or inability to con- 
tinue supporting oneself by working—the national chamber is in accord. 

Social security is a useful program and has served a very constructive pur- 
pose. There is no doubt that providing a floor of protection monthly income 
to aged people, their dependents, and survivors of family breadwinners has been 
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appreciated by all who have directly benefited, and is generally accepted by 
most workers covered by it. 

However, Federal old-age and survivors insurance benefits is an extremely 
complex program. The various provisions in this law are so interrelated that 
virtually any change affects costs and financing. This one fact makes con- 
sideration at this time by the Committee on Ways and Means of the many 
social security bills of unique importance not only to the beneficiaries, but also 
to business and to all those workers who are covered by the program. 

A factor which should enter into this consideration is the period of recession 
and readjustment we are now experiencing. For the past several weeks, con- 
gressional committees have given attention to various proposals labeled as “anti- 
recession” measures. Among these have been proposals for cutting taxes on con- 
sumer goods, for reducing taxes on workers, and for lowering tax costs on busi- 
ness. There is still the possibility that Congress might provide special tax relief 
designed to aid small business. 

Although there are a few signs here and there that conditions are improving 
slightly, the fact is we simply do not know whether we have reached the bottom 
of the present recession, and that recovery is now underway. The best that 
economists can do is to tell us—several weeks or even months—after the fact 
when the bottom was reached, and when recovery forces got underway. Conse- 
quently, any social security legislation involving new costs and hence more taxes 
on workers and on business while the trend of economic activity for the next year 
or so is uncertain would be, we believe, ill-timed. 

Another factor which makes the present consideration of social security pro- 
posals so important is the actuarial status of social security. According to the 
recent report of the trustees of the OASI trust fund, the system is now actuarially 
deficient on a long-run basis by 0.57 percent of payroll, as compared with 0.2 per- 
cent in 1956. While the present magnitude and the 2-year growth in the actuarial 
deficiency may not seem large, it does give cause for concern. 

We are inevitably reminded of the railroad retirement record over the past 
few years. The actuary’s report at the end of 1947 showed an actuarial deficiency 
of 0.3 percent of taxable payroll. The next year Congress raised benefits and 
increased the taxes. However, by the end of 1950, this deficiency had increased 
to 0.91 percent of payroll. In 1951, Congress again increased benefits and by the 
end of 1953, the actuarial deficiency had increased to 1.63 percent of payroll. 

In 1956 there were strong pressures for further changes in railroad retirement. 
The proposals included— 

1. A 15-percent increase in benefits ; 
2. An increase in the combined employee—employer tax rate from 12% 
to 14% percent, together with a higher wage base: and 
3. The exclusion of the employees’ railroad retirement tax from income 
for individual income-tax purposes. 
For sound and valid reasons, the Ways and Means Committee disapproved the 
allowance of employees’ railroad retirement taxes as income-tax deductions. 

However, Congress did increase benefits by 10 percent, upon the commitment of 
the railroad brotherhoods that they would sponsor a proposal in the present 
Congress in 1957 for once again placing the railroad retirement program on a 
sound financial basis. Testifying before the House Committee on Interstate 
and Foreign Commerce on March 15, 1957, the spokesman for the railroad 
brotherhoods stated “* * * we undertook a commitment last year [1956] that, 
irrespective of anything else, and not contingent upon the exclusion of employee 
contributions from the income tax, we would straighten out the financing of the 
Railroad Retirement Act * * * our commitment will be kept with respect to the 
straightening out of the finances, irrespective of what we are able to do with 
respect to the benefits or with respect to income taxes” (see Railroad Retirement 
and Railroad Unemployment Insurance Legislation, hearings before the House 
Committee on Interstate and Foreign Commerce, 85th Cong., 1st, p. 206). 

Fifteen months have now elapsed, and to the best of our knowledge, such 
a proposal has not been forthcoming. Meanwhile, the actuarial deficiency in 
railroad retirement inrceased to 3.2 perecnt of payroll by the spring of 1957, 
and is still growing. Having approved the benefit increases urged by the repre- 
sentatives of railroad employees, Congress now finds these workers unwilling to 
pay the necessary higher railroad retirement taxes and also to continue carry- 
ing their fair share of the general costs of Government through individual 
income taxes. 
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The purpose in bringing these facts to your attention is that Congress allowed 
a small actuarial deficiency to persist and to grow. Liberalizations were ap- 
proved and not fully and immediately financed by tax increases. As a result, 
railroad retirement is not on a sound financial basis, and the assurance of 
benefits in the future is jeopardized. The workers seem unwilling to pay the 
necessary higher taxes, and Congress seems unwilling to make them do so. 

In social security, a program vastly greater than railroad retirement, there 
has been a small actuarial deficiency, and in the last 2 years we have seen it 
grow from 0.2 percent to nearly 0.6 percent of payroll. It is noteworthy that 
not a single bill before this committee provides for a reduction or virtual elimi- 
nation of the present actuarial deficiency. On the other hand, there are bills 
which provide for cost increases—for raising benefits and easing the conditions 
of eligibility—but do not call for tax increases sufficient to meet the added 
costs. Any social security legislation Congress might pass which will allow the 
present deficiency to grow or even to continue would, we believe, be most 
unsound. 

A third factor in the present situation is the Advisory Council on Social 
Security Financing. Established by Congress in the 1956 Social Security Amend- 
ments, this Council has been at work for nearly 6 months. However, it will not 
complete its study and submit its findings until the end of this year—exactly as 
Congress called for in the law. Any legislation affecting costs and financing 
this year, even though the effective date were postponed until 1959, would be 
passed without the benefit of this Council’s findings. 

These three factors—the present economic recession and readjustment, the 
growth in the actuarial deficiency, and the forthcoming report of the Advisory 
Council on Social Security Financing—lead us to recommend that— 

1. Consideration of any changes in social security involving new costs 
and, thus, requiring addiitonal taxes should be postponed until 1959. 

2. The prevailing actuarial deficiency should be corrected as a prerequisite 
to any other change which would raise costs, including an increase in 
benefits and any easing of the condiitons of eligibility. 

8. The actuarial deficiency should be corrected by an increase in the tax 
rate alone. 

4. Before increasing benefits by some percentage or other simple method, 
Congress should review the benefit schedule to determine whether, in the 
light of conditions then prevailing, a floor of protection against want and 
destitution is being provided. If social security is to continue as a social 
program, particular attention should be given to those beneficiaries of 
advanced age who are at the low end of the benefit schedule. Until this 
review is completed—preferably by a new advisory council—benefits should 
not be changed. 

5. If Congress should raise social-security benefits now or at any time tn 
the future, the added costs should be immediately and fully met by an 
increase in the tux rate on the prevailing wage base. 

The announcement of these hearings reported the chairman to have stated that 
“the hearings would afford an opportunity * * * for the committee to explore 
the possibility of legislation and afford a basis for study.” 

In the light of the three factors I mentioned earlier—the present period of 
recession and economic readjustment, the actuarial deficiency in social security, 
and the forthcoming report of the Advisory Council on Social Security Financ- 
ing—we believe these hearings are salutary by indicating the areas which should 
receive further study before any legislation is passed. 


ABEAS IN SOCIAL SECURITY NEEDING FURTHER STUDY 


A sampling of the many social-security bills before this committee indicates 
some of the more important areas which, we believe, need careful study. These 
include extension of coverage; changes in the eligibility age, the work test, 
benefit amounts, the taxable-wage base; proposals for new kinds of benefits; 
and a graded tax increase on top of the present rising tax schedule. All of these 
proposals—and a few others, such as consolidated reporting, a possible revision 
of the benefit schedule, and a gradual withdrawal of the Federal grants for 
old-age assistance as coverage under the OASI program becomes complete, which 
was contemplated by the architects of the program—should be carefully studied. 
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Coverage 


There are numerous bills to extend social-security coverage to the relatively 
few groups and occupations not now covered—especially to firemen and police- 
men, and to a large segment of Federal employees. If a national program to 
protect our society against the risk of dependency, want, and destitution in old age 
is sound, all should be protected. Likewise, all, during their working lives, 
should bear their share of the concurrent benefit cost burden. 


Consideration should be given to the means of completing this unfinished 
business. 


Eligibility age 


There are a number of bills to reduce the eligibility age to as low as 50 for 
women and 60 for men. Reduction in retirement ages below the present levels, 
undoubtedly, will tend to encourage people to quit working while still able to do 
so and be self-supporting. This would drastically change social security from 
its very worthy purpose of providing a floor-of-protection income to prevent de- 
pendency in the time in life when age, presumably, prevents the individual from 
continuing to support himself by working. 

Such proposals permitting early withdrawal from the production labor force 
may be popular during period of temporary recession, but are certainly incon- 
sistent with pressures against discrimination in employment because of age. 


The work test 


The work test is a key feature in this social-benefit program. Unfortunately 
some feel this test penalizes older people for continuing to work beyond retire- 
ment age. Essentially, however, it is a condition of eligibility. It determines, 
presumptively, whether or not the individual, because of age, is no longer able 
to support himself by working and, thus, in danger of becoming destitute and in 
need. 

In the original law, Congress provided that an older person satisfying all other 
conditions of eligibility for old-age benefits would not be eligible if he earned 
any amount in any kind of work, whether the job was covered by social security 
or not. In other words, any earnings were presumptive evidence that, despite his 
age, he was still self-supporting and, therefore, not eligible for benefits. How- 
ever, before benefits were initiated in 1940, Congress changed this so that only 
those older persons earning $15 a month or more in a job covered by the program 
were deemed self-supporting and, thus, not eligible for benefits. This was changed 
again in the 1950 amendments, raising this condition of eligibility to $50 a month, 
in 1952 to $75 a month. In 1954, it was raised again to $1,200 a year, in any job. 

There are a number of proposals to increase the work test from the present 
$1,200 a year to $110 a month (H. R. 4288), as much as $5,000 a year (H. R. 
9842). 

Further easing of the work test will inevitably tend to direct this program 
away from its fundamental social purpose. It would tend to become more a 
program paying benefit—like annuities purchased from personal savings—pay- 
able at a given age, regardless of the ability or desire of the individual to 
continue supporting himself by working. 

The OASI program is definitely one where the taxes paid by the present gen- 
eration of workers provide the pensions for the present generation of retired 
persons. It seems unfair to ask our younger workers to provide a supplementary 
income to older persons while holding jobs which might be filled by youngsters 
entering the labor market. 


Benefit increases 


Of the various proposals for increasing benefits, there is one (H. R. 10325) 
which would raise benefits across the board by 10 percent, with a minimum 
increase of $5. This means that all primary beneficiaries receiving less than 
$50 will get a $5 increase. 

If some increase is deemed necessary to preserve the benefit as a floor of 
protection, this particular proposal may not do it for many aged beneficiaries. 
For example, at the end of 1956 there were roughly 6.6 million aged primary 
and secondary beneficiaries, of whom 2.2 million received benefits of less than 

50. 7 
* These relatively small social-security benefits are attributable to three major 
factors. A small monthly benefit to an aged person (male or female) is due to 
(1) a low earning capacity if regularly employed and regularly covered by 
social security ; (2) a low monthly earnings.record as the result of intermittent 
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coverage by the program (this could arise either from a tenuous: attachment 
‘to the labor force or, if regularly employed, moving in and out of covered jobs) ; 
ror (3) receiving a relatively small benefit as a dependent spouse or widow. 

The vast majority of these 2.2 million receiving benefits of less than $50 a 
month retired during the 1940’s and the first 2 years or so of this decade. This 
means that they are in their late seventies and eighties, as compared with peo- 
ple retiring in the last few years, and, thus, in their late sixties and early 
seventies. These people of advanced age did not have the opportunity of work- 
ing when wages have been high and rising. In consequence, under the present 
law, they are not eligible for larger benefits. Nor did they have the oppor- 
tunity, because of their lower pay, to put as much aside through their own 
efforts for their own old age. 

Your attention is directed to Secretary Folsom’s very able presentation of 
this problem, in which he pointed out that the average benefit of men going 
on the rolls in 1957 was $77.94, compared with $65.90 for those who came on the 
rolls prior to the 1954 amendments. He said, “It is, therefore, clear that the 
average benefit for persons retiring now is much more in line with the current 
wage and price situation than for those who retired some time ago.” 

Obviously, if a benefit increase is deemed necessary to preserve the floor of 
protection, greater consideration should be given to those of advanced age who 
retired a number of years ago and are in the lower part of the benefit schedule. 

Some contend the rise in the cost of living—especially that of the past 2 
years—justifies a benefit increase. In 1952, Congress last increased benefits 
because of a rise in living costs. From September 1952 to April 1958, there has 
been a further rise of 7.6 percent. However, in 1954, Congress increased bene- 
fits by more than 12 percent for those retiring through September 1954, and by 
over 16 percent for all retiring thereafter. 


Tarable wage base 


The original law provided that the first $3,000 of pay was subject to the 
employee and employer social taxes. This was raised to $3,600 in the 1950 
amendments and to $4,200 in the 1954 amendments. There are now proposals to 
raise the taxable wage base to $4,800 (H. R. 8883), $6,000 (H. R. 9467), and 
even to $10,000 (H. R. 9834). 

Usually there are 2 or 3 arguments advanced to support increases in the 
taxable wage base. Some contend that with a rise in the general ievel of wages, 
it is only reasonable to raise the taxable wage base in order to provide a more 
adequate “floor of protection.” Others point out that the $3,000 wage base in 
1939 resulted in 90 percent of all covered workers having their total wages 
under that wage base. As wages advance, the wage base should be raised so 
that 90 percent of covered workers will continue to be completely covered by 
social security. 

There is no evidence that Congress intended social-security benefits should 
constitute the total retirement income for most workers. Each individual has 
been expected to build additional old-age income protection through his own 
efforts. The 1949 report of this committee pointed out that with benefits paid 
as a matter of right, “the worker is encouraged to make private savings in 
order to supplement his social-insurance benefits.” 

This intent must be considered in conjunction with one of the vital, dynamic 
forces in the American economy—the rise of workers over the years to pro- 
gressively higher money-income levels. It’s a well-known fact that as people 
make more money, they of course tend to spend more—but they also tend to 
Save more. In fact, they tend to save an increasingly larger share of their 
bigger money incomes. 

Thus, as workers advance up the money-income scale, they become better 
able to build additional old-age income through their own efforts—something 
that Congress expects each to do. Obviously, raising the taxable wage base so 
that any fixed percent of workers—90 percent, 75 percent, 50 percent, or even 
less—have their total pay covered, will tend to impair this ability of each to do 
more on his own. It is completely appropriate, and consistent with social- 
security principles, for this percentage to decline over the years. A wage- 
related “floor of protection” benefit would still prevail and also preserve the 
opportunity for each to build more old-age protection through his own efforts. 


New benefits 


There are a few proposals to establish new kinds of benefits. One of these, 
for example (H. R. 9467), would provide hospital, associated medical and 
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surgical care (within specified limits) to social-security beneficiaries, and to 
those entitled to benefits, who need such care. 

At the outset, it should be noted that aged people needing medical care are 
obtaining it. There is no evidence of a national problem of the aged unable to 
receive needed hospitalization, medical, and surgical care. The responsibility 
for assuring adequate care can best be handled at the community level. 

Witnesses from the private insurance industry have developed data showing 
the tremendous expansion in private hospitalization, surgical, and major medical 
insurance coverage. According to the AFL-CIO (see Toward Proper Health 
Care, American Federationist, July 1957) “private prepayment plans for med- 
ical care insurance have grown mightily in the last decade, although too limited 
in benefits and extent.” I might comment parenthetically that in any new 
development such as health insurance, improvement must come step by step on 
an experimental basis. However, the important fact is that, as a result of 
private enterprise and initiative, “prepayment plans for medical care insurance 
have grown mightily.” 

The private insurance industry is also making noteworthy advances in pro- 
viding health-insurance coverage for those 65 and over. According to the Secre- 
tary of Health, Education, and Welfare, more than 40 percent of those 65 and 
over today have some form of private health-insurance protection. This is a 
more recent development by private enterprise, still in the initial experimental 
stages. 

Doubtless other witnesses will explain in detail the various problems in pro- 
viding health-insurance coverage—especially for aged people. Recently, Wilbur 
J. Cohen, a social-security expert, stated that ‘many problems are involved in the 
continued increase in hospital-insurance coverage, irrespective of whether such 
coverage is private or public. * * * There will continue to be many vexing fi- 
nancial, economic, organizational, and personnel problems regardless of the 
agency insuring the cost.” 

In other words, this proposal in H. R. 9467 would not solve the problem. ‘It 
would merely shift the problem from the community and the private levels where 
there are intense efforts to work out a successful solution to a Federal program 
where the amount of dollars spent is sometimes seemingly employed as the 
measure of success. 

Wholly apart from testimony along these lines, we wish to call your special 
attention to other aspects of this proposal in H. R. 9467. The direct payment by 
social security for the costs of hospital, nursing home, medical, and surgical care 
will do two things. First, it would violate a fundamental principle of social 
security—the wage relationship of benefits. H. R. 9467 would completely destroy 
this basic concept in social security. The health-care costs which social security 
would pay for could be as large for a beneficiary with an average earnings of 
$150 a month as for another with an average of $350. 

Second, this proposal would introduce a new feature—providing benefits in 
kind—not in cash. 

Payment of benefits in cash has been axiomatic in social security. It is 
obviously the only sure means whereby the dignity of the individual, his inde- 
pendence, his freedom of choice in determining how to spend his own benefit 
money, can be preserved. Introducing this service benefit places Congress in the 
position of deciding for each beneficiary how part of his benefit money must be 
spent. Without question, the freedom of choice for each aged individual will 
be on the way out. Will the next step be provision of “proper housing?” And 
elothing? And food for a “proper diet?” At what point would service benefits 
be stopped? And, once initiated, is not each aged beneficiary made a “ward” of 
the Federal Government? 

Since social security cash benefits are intended to prevent want, it might even 
be questioned whether there would be a social justification to continue such 
benefits to anyone while in the hospital or a nursing home, where his needs are 
fully met through these proposed new social-security benefits. 

For these reasons, the national chamber is opposed to social security invading 
the field of hospital and health care. 


Costs and financing 


Proposals for lowering the eligibility age, raising the “work test,” increasing 
benefits, and establishing new benefits will cost money—big money. This will 
mean additional social taxes, not only on business, but on all those working 
covered by the program. In considering additional social taxes, it should be 
borne in mind that to continue the present schedule of benefits for those retiring 
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in the future will require a doubling of the social taxes. For example, a worker 
making $4,200 today pays $84 in social taxes to finance current old-age, sur- 
vivors’ and dependents’ benefits. By 1975, under the present law, he will have 
to pay $168. (In each instance, the social taxes for disability benefits are an 
additional $10.50.) 

There is one proposal, H. R. 10325, which would increase benefits by 10 per- 
cent and a minimum of $5. Instead of increasing taxes by a flat percentage, 
this bill proposes to increase the rising tax schedule by one-fourth of 1 percent in 
the earlier years, and by a larger percent in 1975 and thereafter. This intro- 
duces a graded tax increase on the present rising tax schedule. 

Adding more layers of taxes on the present rising schedule of social taxes 
is of vital significance to the long-run success of social security, to national fiscal 
soundness, and also to the preservation of individual freedom, initiative, and 
responsibility. First, the present financing of social security has been so ar- 
ranged that the assurance of benefits over the long run depends upon the will- 
ingness of those working in years to come to pay larger social taxes. The 
ever-present danger is that Congress will so load up the social tax burden as to 
court a refusal by workers to pay the social taxes necessary to pay promised 
benefits. We feel there is a lesson to be learned here from recent developments 
in railroad retirement. 

In social security, Congress has a tremendous responsibility to untold mil- 
lions—to beneficiaries and covered workers of today, and to those in the years 
ahead. Living up to that responsibility takes courage to shun hasty action for 
the sake of action—and courage to test immediately the willingness of workers 
to pay larger taxes on account of costly changes in the program. 

Second, Congress should continually bear in mind that social security is only 
one of many tax demands on workers and business. I'm sure this Committee on 
Ways and Means is keenly aware of the tense competing pressures and demands 
on the patently limited tax sources. 

Third, unduly high social taxes together with costly bigger benefit promises 
will restrict the ability of individuals to save more on their own, and may, by 
virtue of the benefit promises, discourage personal thrift. The impact of these 
forces on individual freedom, on the supply of new personal savings, and on 
future expansion of private enterprise and the creation of new jobs is obvious. 

In summary, we believe a new Advisory Council should be appointed. The 
present Advisory Council has a life of 1 year and the members were selected 
to study one area only—financing. Consequently, a new Advisory Council 
should be appointed to study these areas and to make feasible suggestions for 
constructive action, consistent with the preservation of individual freedom, 
initiative, and responsibility. 


PUBLIC ASSISTANCE 


This committee also has before it numerous bills to amend the four Federal 
grant-in-aid public assistance programs. These proposals may be grouped into 
two broad categories—those which would increase Federal financial participation 
in the four assistance programs, and those which involve Federal intervention 
in States’ determination of “need” and conditions of eligibility. 


Federal financial participation 


In considering proposals for increasing the Federal financial participation, it 
should be recalled that originally the Congress establish these grant-in-aid as- 
sistance programs to encourage States to exercise their primary responsibility 
for taking care of their aged and other worthy people found to be in need. The 
Federal grants-in-aid involved a matching formula—that is, a 50—40 arrangement. 
With the amendments of 1946, Congress abandoned the matching principle and 
substituted a graduated formula. In 1948, 1952, and again in 1956, Congress in- 
creased the Federal share in this formula. In each instance, the maximum as- 
sistance in which the Federal Government participated was increased by $5 
for each needy person in old-age assistance and aid to the blind and, subsequently, 
in the fourth program, aid to the tota"lw an? nermanent'y disah'ed, 

It is interesting to note that in 1946, 1948, and again in 1952 the Federal in- 
crease of $5 did not require the States on their part to put up any more money. 
Only in 1956, when the maximum was again increased by $5 in which the Federal 
Government would share, was the State required to put up any additional money 
of its own—$1 for $4 of Federal money. 
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A proposal which seems to be receiving some congressional attention recom- 
mends a larger Federal participation in the maximum monthly assistance pay- 
ment. This was originally suggested in the Senate and has recently been in- 
troduced in the House as H. R. 12987. This bill would increase the maximum 
monthly payment in which the Federal Government would participate from $60 
to $70. The Federal Government would contribute 80 percent of the first $30, 
two-thirds of the next $15 and half of the next $25. This part of the bill ap- 
plies to old-age assistance, aid to the blind, and aid to the totally and permanently 
disabled. The bill would also raise the Federal share in aid to dependent chil- 
dren. ° 

Another suggestion has been to increase the Federal share in OAA and, pre- 
sumably, in aid to the blind, and aid to the totally and permanently disabled to 
twenty-nine thirty-fifth of the first $35 and half of the next $30. Still other pro- 
posals would have the Federal Government grant five-sixths of the first $30 and 
half of any payment above that—with no maximum limit prescribed. 

Developments in recent years in old-age assistance and in social security, I 
know, are of special interest to this committee. When these two programs were 
originally established, it was contended that as social security expanded to cover 
virtually the entire working population, old-age assistance would diminish to 
aminimum. With the extensions of social security coverage by the amendments 
of 1950 and 1954, virtually the entire working population is now covered by this 
program. Moreover, the “new start” provisions in these two amendments and 
the drop-out provision of 1954 enabled many in their middle 60’s to become eli- 
gible for social security benefits with only 6 quarters of coverage. 

Despite the very large social security benefit increases in the amendments of 
1950, and further increases in 1952 and 1954, the number of aged persons receiv- 
ing both social security and old-age assistance has been rising. In September 
1950, 276,000 were receiving both kinds of benefits from the Federal Government. 
By February 1957 there were more than 555,000 getting both—and there is little 
reason to expect this upward trend will not continue. 

This development clearly indicates a problem that requires careful study to 
find means for reversing the trend. 

We believe that in line with the original intent for these two programs, a 
plan should be developed for gradual withdrawal of the Federal Government 
from participation in the old-age assistance program—at least, in the case of 
those who already receive one benefit from the Federal Government. 


Federal intervention in State jurisdiction 


The four grant-in-aid programs of public assistance have been designed to help 
specific classes of people found to be in need. Since the inception of these pro- 
grams, Congress has placed virtually complete responsibility and authority with 
the States for determining need and in defining the conditions of eligibility. 
We believe this is sound policy in these areas of social welfare where discretion 
is so important. This is because the people at the State and community levels 
are closest to the situation and thus best qualified to decide such questions as 
conditions of eligibility, need, benefits, and taxation. 

There are numerous proposals such as H. R. 5129 which would usurp the 
rights of the States in determining need and in defining the conditions of eligi- 
bility. For example, title I of the Social Security Act (old-age assistance) has 
always provided that all income and other resources should be taken into account 
by the State in determining the need of an applicant for relief payments. How- 
ever, this bill would require the States to disregard as much as $50 of earnings a 
month in determining need. This or other bills would also require the States 
to ignore social security benefit increases, and any financial help from relatives, 
in determining the income and resources of an applicant. This would destroy 
the needs concept. Similarly, this bill and others would usurp the right of each 
St»te to determine the conditions of eligibility for assistance. 

Federal intervention in these two areas, now the prerogative and authority of 
each of the States, violates a fundamental and very workable principle in public 
relief. Efficient provision of financial help to people in need can be best as- 
sured by placing authority and responsibility at that level of government closest 
to the situation. The national chamber is opposed to all these proposals in- 
volving Federal usurpation of existing State rights and responsibilities. 
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STATE UNEMPLOYMENT COMPENSATION 


This committee is also giving consideration to a proposal (H. R. 10570) for 
completely redesigning the present system of State unemployment compensa- 
tion programs. This bill proposes: 

1. Federal intervention in State programs in determining the conditions 
of eligibilty, benefit amounts, benefit duration, and disqualifications. 
2. Elimination of a vital, constructive feature—individual employer expe- 
rience rating—which has promoted steady employment ; and 
. 3. Substitution of a grant-in-aid Federal supplementation for the existing 
loan-fund arrangement. 
In appraising these suggested changes, it is essential to analyze them in terms 
of existing unemployment compensation principles—principles which have en- 
abled these State programs to operate successfully for the past two decades. 

In 1935 Congress established unemployment compensation to deal with a 
specific social problem—loss of earnings where workers, primarily the family 
breadwinners, lose their jobs through no fault of their own. After careful study, 
Congress concluded that the responsibility for operating unemployment compen- 
sation should be turned over to the States. This enabled each State to tailor its 
program to suit its own peculiar economy and, in the light of changing economic 
conditions, to make improvements through experimentation. Moreover, it was 
recognized that unemployment compensation programs could deal only with 
short-run unemployment. 

Each State was held responsible for keeping its unemployment compensation 
financial house in order. In making changes in unemployment compensation, 
each State was expected to give due regard to the preservation of individual ini- 
tiative. Finally, the original Federal act made it possible for each State to incor- 
porate a feature which has been vital and constructive—individual employer 
experience rating. This provision enables the State to reduce its unemployment 
compensation tax rate on those employers who are able to minimize their own 
unemployment. This has encouraged employers, through careful planning, to 
stabilize and regularize employment which was subject to management control. 
It provided employers an incentive to encourage sound administration of the 
State law. 

In the light of experience and the changing character of their economies, most 
States have greatly improved their programs over the past two decades. For 
example, in 1936 the maximum weekly benefit in these State programs ranged 
from $15 to $18, with 45 States paying $15 a week. Currently, the maximum 
benefit ranges from $25 to as much as $60 (including a weekly allowance for 
family dependents). Last year, 39 States paid a maximum weekly benefit of $30 
or more. In comparing weekly benefits with previous average earnings of an 
unemployed worker, it should be remembered that unemployment-compensation 
benefits are tax-free income. 

Bearing in mind that unemployment compensation must be confined to rela- 
tively short-run unemployment, the liberalization in benefit duration is note- 
worthy. The maximum-benefit duration originally ranged from 12 to 20 weeks. 
Most States paid benefits for a maximum of 16 weeks. At the present time, the 
maximum duration ranges from 16 to 30 weeks, with 29 States paying benefits for 
a half year or more. 

The present system of State unemployment compensation for short-run unem- 
ployment has been successfully operated and improved, because virtually com- 
plete authority and responsibility have been placed on each State. H. R. 10570 
would establish minimum Federal requirements for all State programs on all 
important features. For example, this bill would greatly ease the conditions 
of eligibility—now left to State determination. It would also establish a minimum 
requirement as to the amount of benefits—at a level that is now substantially 
above those in several of the States. It also provides that each State must pay 
weekly unemployment-compensation benefits for not less than three-fourths of a 
year and it would limit to 4 weeks the duration of disqualification for benefits. 

This bill would also provide for level tax rates on all employers in each State, 
with the opportunity for adjustment upward or downward of the level rate 
applicable to all employers. Finally, this proposal would provide for Federal 
grants-in-aid from the general funds of the United States Treasury to any 
State which found its unemployment compensation reserve funds seriously de- 
pleted. Let’s recognize this substitution for the present Reed loan fund for 
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what it is—the establishment of a Federal unemployment dole, without any 
‘“needs”’ test. 

Thus, this Federal intervention would establish a floor at a rather high level. 
Future experimentation to develop improvements would have to be made in the 
rarified atmosphere above that floor. Experimentation by a few States above 
that level would soon become the basis for demands for raising the floor for all 
other States. This threat would discourage experimentation and improvement— 
if each State were to remain fully responsible for maintaining financial sound- 
ness of its program. As we shall see, however, this bill would effectively relieve 
every State of this apparently undesirable chore. 

The establishment of a level unemployment compensation tax rate for all 
employers within each State would effectively destroy individual employer ex- 
perience rating. No longer would the individual employer have any inducement 
to improve and stabilize his employment, since he would receive no reward for 
superior performance. The consequences of this proposal hardly seem consistent 
with the principles of the Employment Act of 1946. Of course, you will recall 
the congressional intent in this act is that the Federal Government’s policies 
and programs shall be designed to promote and encourage a high level of 
employment. 

This Committee on Ways and Means has the job of raising the tax revenues 
to operate the Federal Government. Hence, the elimination of this encourage- 
ment for superior employer performance, in conjunction with the establishment 
of Federal unemployment compensation grants-in-aid is, I’m sure, of special 
interest to you. On the one hand, destruction of this employer reward would 
inevitably tend to increase State unemployment compensation expenditures, 
With no opportunity to reduce his own unemployment compensation tax costs, 
no employer would carefully plan production schedules and changeovers with 
concern for stabilizing his employment and for minimizing layoffs. And on the 
other hand, the opportunity to obtain Federal grant-in-aid funds, with no strings 
attached and no repayment required, certainly will not discourage profligacy 
by State legislatures in revising their unemployment compensation programs. 
Thus, there will be little reason for any State to exercise financial responsibility. 

This situation might be likened to a store opening up charge accounts for all 
its customers—and, if you imagine this, with no repayment ever expected. 
This committee might consider the plight of that store owner. That would be- 
come your plight—for this committee would somehow have to find the money 
for these Federal grants. 

The national chamber opposes every feature in H. R. 10570. Broad economic 
and social benefit can be realized from an unemployment compensation system 
only by leaving responsibility and authority at the State level, and by a feature 
which encourages regularizing employment, rather than one which would pro- 
mote instability. 

The chamber also recommends that Federal administrative rulings with 
respect to requirements now in the Federal law should be made subject to 
Federal court review. 


Mr. Foranp. In your statement, you make reference to the trust 
fund. I presume you are aware that the representatives of the Social 
Security Administration testified before this committee last week that 
the trust fund is sound. Apparently there is disagreement between 
the chamber of commerce and the Social Welfare Administration. 

The second point I noted here is your reference to the railroad re- 
tirement fund. I am sure you are aware that the railroad retirement 
fund and all railroad legislation is not within the jurisdiction of this 
committee, but rather comes under the Interstate and Foreign Com- 
merce Committee. 

Mr. Marsuatu. Could I make 2 comments on those 2 points, Mr. 
Chairman ? 

Mr. Foranp. Yes, sir. 

Mr. Marswatt. First, I would like to point out that the chamber 
does not contend that the OASI trust fund is unsound. As a matter 
of fact, there is some question in the minds of many of our experts as 
to what size that fund sneaid be, obviously. 
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I am told that if the OASI program was insured on the same basis 
that we require private insurance companies to be funded, the trust 
fund would not be 20 billion but would be nearer 360 billion. 

So to that extent there are those who describe it as unsound. We 
don’t subscribe to that point of view. 

On the other hand, it could be somewhat less, perhaps, even than 
— billion, if you wanted to put this on a pure pay-as-you-go 

asis. 

Actually, the point we are making here is that the present outgo 
is greater than the income from taxes and interest on the $20 billion 
trust fund, so that the $20 billion is at present being reduced. I think 
I would leave to the experts all arguments as to whether that is a sound 
or unsound condition. I do not know what the answer is, Mr. Chair- 
man. With respect to the Railroad Retirement Act, we do recognize 
that that is not within the jurisdiction of this committee. We are 
only using it as an example of what happens. I think our neighbors 
in Canada afford another good example of what happens when we 
start using general revenues to support a social program of this kind. 

There becomes then absolutely no break on the voting of increased 
benefits. My recollection is that the Canadian system started out 
with a benefit of $25, payable at 70 as a matter of right to all aged 
people in Canada. 

In the original financing of that, the funds collected from the em- 
ployer and the employee were not sufficiently large to support it, 
so they began dipping into general revenues. The tax rate I don’t 
think has ever been changed but there have been at least 3 in- 
creases in the benefits scale in Canada to the present time, so that 
the present monthly benefits paid to people over 70 there are now 
$55. So in many areas of Canada, I suppose, $110 being received by 
the Canadian aged couple may be somewhat greater than what they 
earned when working. 

There have been no changes in the tax provisions in the law. There 
has been no break on it because they dip into general revenues to cover 
the deficit of the funds. 

Mr. Foranp. You know at the present time they are making a sur- 
vey, and a study, trying to pattern their system after that which we 
have in the United States. 

Mr. MarsHatt. I spent some time with Dr. Clarke who is making 
that survey, and I think they are studying both their own system 
and our system. I would just raise the question rather delicately of 
whether there were instructions to pattern his system after ours or 
not. 

I think his instructions were to survey our system and pick out the 
good features of it. 

Mr. Foranp. I am not questioning that. I don’t mean to say he has 
instructions to that effect. This same gentleman visited me and told 
me that there was a great deal of interest in the American system and 
he thought that the idea behind the survey was the hope that they 
would nattern theirs after the United States system. 

Mr. Marsnaty. I think yon are quite right. sir. 

Mr. Foranp. I spent an hour and a half with him, so I have a 
pretty good idea. 
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Mr. MarsHaut. I think one of the features that intrigued him a 
great deal was our pay-as-you-go features and the contributory fea- 
tures of our system. 

Mr. Foranp. That seemed to be the main point he made with me. 

On page 13, under new benefits, you-make reference to the bill I 
introduced, H. R. 9467, providing hospitalization, surgical care, con- 
valescent homes, and so forth. You say in the second paragraph of 
that section, which is the next to the last paragraph on page 13, “At 
the outset it should be noted that aged people needing medical care 
are obtaining it.” 

I wish you would spend some time in my office reading the mail I 
have been getting. You would get a very, very different idea, I 
assure you. 

Mr. Marswatv. I can imagine that. I think that is probably true; 
however, I can speak for my own community, where I lived for some 
30 years, and I can tell you that for 25 years of that time no person 
was ever refused admittance, not only aged persons but children, to 
the general hospital in that community, who was sent there by his 
doctor, and no questions were ever asked about ability to pay. 

I submit I think that may be true in most community hospitals in 
the United States. It is quite possible that many of those aged people 
coming into that hospital felt that they weren’t receiving adequate 
medical care, but I say that some of the people who paid their own 
way felt the same way. 

Mr. Foranp. The truth of the matter is that the indigent and the 
wealthy get excellent care. The wealthy can afford to pay for it; the 
indigent go into the wards and are taken care of by the interns, and, 
naturally, the experts, if I may term them that, come through super- 
vising the work of the intern, and, at the same time, giving these 
indigents the benefit of that. 

It is that group in between those two categories who are not able 
to meet the means test that are being hard hit. They can’t meet the 
means test and yet they can’t afford to pay the full price. 

Mr. Marsnary. That is the group that is most difficult to take 
care of. 

Mr. Feranp. And that is a very large group. 

Mr. Marsnatu. That is the reason we made up our minds years 
ago just to not ask any questions. We take them in, take care of 
them. If they could meet the means test, the welfare department 
would tale care of them, and if they could pay their own way, we 
would make sure they did pay whatever the service cost. 

Then we would make sure that the community, through either the 
Community Chest or other charitable mechanisms, took care of that 
middle eroup, the so-called medical indigents. 

Mr. Foranp. I am sure all of us, the proponents and opponents of 
this idea, are all aiming at the same goal. We all want to do what- 
ever we can for them. The trouble is we do not seem to agree on 
the method to reach that goal. It is my hope that as a result of hav- 
ing introduced this very controversial bill, that we may spur action 
on the part of all concerned. 

I can honestly say that I am satisfied that we have spurred action. 
The American Medical Association is going all out, and I think just 
because of this. 
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In fact, over the ticker yesterday came the statement that the Amer- 
ican Medical Association is going to have a lobby fund of some 
$249,000 or $250,000 just for their Washington office. 

I wish instead of spending money on lobbying, that they would 
spend it to get some real relief for eee people. I am hopeful that, 
as a result if all of these activities, something good will come out of it. 

Mr. Marsnatt. I would like to make a suggestion to them, too, that 
they use some of that money to study the experiments that are being 
made in thousands of local communities throughout the United States, 
because they may find there some examples that would tell them the 
way to do this job, which badly needs to be done. 

Mr. Foranp. I am hoping that something good will come out of it. 

You made reference on page 15 of your statement to direct payments 
under social security versus the Blue Cross. 

It is about line 8 or 10. 

Payment of benefits in cash has been axiomatic in social security. It is obvi- 
ously the only sure means whereby the dignity of the individual, his independ- 
ence, and so forth, can be maintained and preserved. 

The Blue Cross does not pay cash benefits to the individual. They 
pay to the hospital and the doctor, do they not ? 

Mr. Marswauu. You are right, sir, of course. Although the Blue 
Cross does pay dollars to hospitals, but they don’t pay benefits to indi- 
viduals, many insured plans with which I am familiar don’t pay to the 
individual, either. They make payments to the hospital and the doc- 
tor. The point I was trying to make, Mr. Chairman, was that there 
are two ways to do this, to provide a social security program. One 
way is to pay the aged person $108.50 a month and say, “You should 
just use some of this to pay your doctor and to pay your rent and 
clothing.” 

The other way is to pay him $100 a month and say “We are going 
to take the $8.50 and use it to pay hospital bills.” 

I think it isa little change in principle. 

Mr. Foranp. But you don’t think for a moment that the individual 
who has Blue Cross coverage feels that his dignity is being affected 
by the fact that his payments are being made by the Blue Cross? 

Mr. Marsnau. Nota bit. I would like to suggest that if you gave 
him money and directed him to buy hospital insurance with it, and 
there is no particular reason why he should buy Blue Cross, although 
I have been a director of Blue Cross and helped organize it, and I like 
the Blue Cross program, I don’t see any reason why you should 
prefer the Blue Cross method of insurance over any other form. 

Mr. Foranp. I don’t care what form it is, but the point I am making 
is that I don’t think the individual who buys that kind of protection, 
whether it be through Blue Cross or some other, feels that his dignity 
is affected by virtue of the fact that he does not get the cash and he, 
himself, turn it over. 

Mr. Marsuatu. The point I am making is the cash for the premium, 
not the cash for the benefits. 

Mr. Foranp. Another point I think you made was that, “We had 
hoped that old-age and survivors insurance would reduce old-age- 
assistance costs,” and that there were many people that were getting 
them both today. 
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I think you will agree with me that the reason for that is that the 
the OASI benefits are too low. 

Mr. Marsuatyu. The point that I have made throughout here, Mr. 
Chairman, is that a careful examination of the benefits of the OASI 
recipients will indicate that some of those people who retired prior 
to the 1954 amendments, even though there was some sort of a conver- 
sion factor in raising the benefits, were retired at a time when the cost 
of living and wage rates were considerably lower than they are now. 
So their benefits were based on a lower level of earnings, and so forth. 

Now, as long as we continue in this inflationary pirat of rising prices 
and rising wage levels, I think we have to go back and study the social- 
security program not necessarily with respect to the current retirees, 
who Secretary Folsom has pointed out are doing rather well. 

As a matter of fact, the percentage increase in that is greater than 
the percentage increase in cost of living during the period. 

But go back and reexamine these people who retired in the ear] 
days of the program. If we should ever reach a plateau at whic 
cost of living and wages remain level over a period of time, this would 
not necessarily be so. 

But I think at the present time we do have to examine the benefits 
being received by those people now in their 70’s and 80’s, who retired 
10 years or more ago. 

Mr. Foranp. I think we are in agreement that those benefits are 
too low, and that is the rason why so many of our aged people have to 
resort to old-age assistance as supplemental benefits. If we were 
to increase their OAST benefits, they would not have to go on old-age 
assistance. 

Now, Mr. Marshall, did your organization in the first place oppose 
the establishment of social security ? 

Mr. Marsnatu. I asked that question myself last night to the staff 
people, and I couldn’t find out the answer. I don’t honestly know. 
I wasn’t around in 1935. 

Mr. Foranp. I think I recall that that was the case, and also that 
the chamber was opposed to practically every improvement that came 
along the line. 

Apparently the chamber is changing its position. It is a favorable 
change. But they are starting to see the same side of the picture we 
have been looking at for a long time. 

While you may not want to go as far as some of us would like to 
go now, at least I am happy to see that you are coming our way and 
that there is hope. 

Mr. Marsuatu. Thank you. Mr. Schlotterbeck informs me that 
the chamber did not testify in 1935 on the enactment of the original 
legislation. 

I am not sure what happened in the intervening years. But I 
know I testified before the Senate Finance Committee at least once 
and perhaps more often in favor of proposals to increase the mini- 
mum level and to blanket in all the aged. 

Mr. Foranp. While I cannot put the finger on the chamber as 
such, I well recall that in the election of 1936 the great fight that 
was put up by the businessmen of this country and the manufacturers 
in opposition to the Social Security Act, where they had put little 
slips in the pay envelopes telling the people how badly they would be 
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affected. Why I recall that is because that was the first year that I 
ran for Congress, and I had to run against that very point. That 
is the reason I asked you. 

Mr. Marsuatu. I am happy to say that the president of the com- 
pany I was connected with at that time had a great deal to do with 
the development of the law. 

Mr. Foranp. I thought I recognized you as more or less of a pro- 
gressive. 

Mr. Marsuatu. That is not what I am usually called, Mr. Chair- 
man. 

Mr. Foranp. You understand, of course, that the labor organiza- 
tions and, in fact, many others, are ready and willing to pay the 
extra cost of financing the improvements in the system, and that is 
a part of my bill, in fact, that the tax would be increased not only 
on the wage base but also generally speaking all the way up and 
down the line. I think all of us feel the same way. We believe that 
the system should be self-sustaining. From your remarks, I am 
sure that that is the feeling of your organization. 

Mr. Marsuaut. That is right. 

Mr. Foranp. I thank you for my part. Now let us see if there 
are any other questions. 

Does anybody else have questions? 

Mr. Herlong ? 

Mr. Hertone. Mr. Marshall, I wanted to clear up one thing. I 
hope an erroneous impression did not get into the record from your 
statement that there is $20 billion in the fund and there is more going 
out of this fund than coming in. Of course, we know that, the com- 
mittee knows that. I may say that at the time of the last benefits 
being voted in the committee and in the Congress, we were told by the 
actuaries at that time that until this 1960 increase in taxes came along, 
that there would be this. In other words, we knew that this was 
going to be the case. The fund isn’t any different than the actuaries 
told us it would be. They said even with this increase in the amount 
to be paid out, the fund would still be sound. 

We were depending on actuarial advice for our voting of these 
benefits rather than just whether there is a temporary increase or 
decrease in the trust fund. I want the record to show that we think 
it is sound and it is based on actuarial advice. 

Mr. Marsua. I think you are perfectly correct. I think the only 
question is a little matter of timing. I think the original estimates 
were that the outgo of the fund would be greater than the income 
about a year later. It happened a year earlier. I think some of the 
farmers retired a little sooner than expected. 

Mr. Hertone. The reason for that was that there were more appli- 
cants than expected. 

Mr. Marswa.. Yes, sir. 

Mr. Foranp. Mr. Kean. 

Mr. Kean. I want to say that my recollection is entirely contrary 
to the recollection of Mr. Herlong. We were told, as far as I remem- 
ber, that even though we made these changes, they were actuarially 
sound, and there would not be any reduction of the fund during that 
period. But I do feel that it is extremely important that before put- 
ting any further burden on this fund we be absolutely sure that this 
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fund will continue to grow. As I understand it, it will go down from 
the present $22 billion to about $20 billion, and will continue going 
down in 1962-63. They claim it will not start growing again until 
1965. I think we should be very sure before we put any increased 
benefits into effect, that we maintain this program on a actuarially 
sound basis. 

If we once break the line, as you have tried to show the Railroad 
Retirement Act is breaking the line, the door will be wide open to 
any kind of increased benefits. It is only because this committee does 
feel that we must keep the system actuarially sound that we can, 
often regretfully, refuse to pass a lot of benefits which we would like 
to pass, because they are worthy suggestions and we would like to 
help all the people in every way we possibly can. 

Mr. Marsuauy. I think, Mr. Kean, you have stated one of the 
most important underlying principles. I think all of us are fortunate 
to have had the Congress over the years hold to that principle. 

Once any exceptions are made to that, we can get into very serious 
trouble in a program of this magnitude. I added up some rough 
figures the other day of the amount paid out in the current year for 
unemployment insurance, old-age survivors benefits, and the old-age 
assistance programs, and the total amount paid out in the latest year 
that I could get the records for was a little greater than the total 
dividends paid by all corporations in the United States during 1957. 

So that will give you a little idea of the magnitude of the sums 
involved in these social programs at the present time, and, as you 
say, the importance of keeping them on a sound financial basis. 

Mr. Kean. I have no objection to paying more money than the 
dividends, but I will say that as the actuaries did make a mistake 
in their calculations, that they may be making a mistake now in say- 
ing that the fund will grow after 1965. 

I am waiting with a great deal of interest for the report of the 
advisory committee which will come in December in accord with the 
amendment which, by the way, I introduced, providing for the 
Advisory Board. 

The Cuarrman. Mr. Herlong will inquire. 

Mr. Hertone. In that connection, the record, of course, will speak 
for itself. But I was definitely under the impression that we were 
told by the actuaries that there would be a slackening off at one 
period before it caught up again. 

That is all. 

Mr. Byrnes. Mr. Chairman ? 

The Cuarrman. Mr. Byrnes will inquire. 

Mr. Byrnes. Didn’t the Department come out with the determina- 
tion that at the present time we are a half of 1 percent short of 
what they anticipated would be the revenue from the:tax as compared 
with the benefit payouts that they had estimated ? 

Mr. MarsHat. I think you are right, Congressman. My recollec- 
tion is that Mr. Myers, the actuary for the system, now estimates that 
the system is what he calls a half a percent actuarially deficient at 
the present time, because the anticipated outgo exceeded their ex- 
pectations. 

Mr. Byrnes. So as far as the present situation is concerned, we are 
not operating on the assumptions or conclusions that had been previ- 
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ously made as to what the fiscal status of this system is going to be, 
and we do have, at least from that standpoint, a deficiency. 

Mr. MarsHatu. That is right. 

_ The Carman. Are there any further questions? Mr. King will 
inquire. 

Mr. Kine. I think, Mr. Chairman, and Mr. Marshall, that it might 
be well to bear in mind on this actuarial discussion we are having 
that through the years there have been successful efforts to freeze 
the contributions, I think, some three times since I have been a 
member of this committee. Setting aside the merits one way or 
another, it has been interesting, to me at least, to find that those in- 
terests who advocated successfully the freezing of the contributions 
are generally the first to call attention to the fact that the fund per- 
haps is not as sound as it should be. 

Personally, I think it was a mistake, during those rather prosper- 
ous years, that this freezing did take place. I believe it would not 
have been noticed anywhere near as much as it will be from here on. I 
personally want to reiterate that I feel it was a mistake, and had we 
not frozen in those several instances, our fund would have been far 
beyond what anyone, in my opinion, could have called unsound. 

That is all. 

The Cuarrman. Are there any further questions? 

Mr. Marshall, we thank you, sir, for bringing to us the views of the 
Chamber of Commerce of the United States. 

Mr. Marswatt Thank you. 

The Cuatrman. The Chair observes that our colleague from Cali- 
fornia, the Honorable James Roosevelt, is now in the room. 

Mr. Roosevelt, what is the number of your congressional district in 
California ? 

Mr. Roosrvett. No. 26. 


STATEMENT OF REPRESENTATIVE JAMES ROOSEVELT, OF 
CALIFORNIA 


Mr. Roosevett. Mr. Chairman, and members of the committee, we 
are all acutely aware of the anxious attention that has been directed 
toward this committee during the past months of its crucial delibera- 
tions. I believe that there has been no more concerned group—and 
ey so—than our hundreds of thousands of social-security 

neficiaries. 

For them and for myself I want first to take this opportunity to 
thank the Chairman and members of the committee for their awareness 
of the need to make room in the schedule for these hearings. Their 
purpose can only be good, and I am sure that their result will be 
fruitful. 

Mr. Chairman, I appear today to ask essentially one question— 
that is, what really is the extent of Congress’ obligation to the aged of 
this country? I do not ask this lightly nor is it a rhetorical question. 

I honestly believe that it is at least possible that this basic starting 
oint for any consideration of social welfare legislation might well 
e lost in our concern over the mechanics of the system, which is, after 

all, only the means by which we have chosen to achieve an end. 
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It is the end—the adequacy of the program for its beneficiaries 
which concerns me most deeply. However, in pursuing the goal of a 
really worthwhile social-security system, one must come to grips with 
the mechanics of the system. 

This has been for me both an illuminating and an alarming expe- 
rience, and I would like to share some of my findings with you. They 
have graphically illustrated to me that it is the means that have become 
of paramount importance, and that consequently this country’s social 
welfare program 1s a crippled thing. 

Early in this session of Congress I introduced a series of bills to 
amend title II of the Social Security Act. They were the product of 
what I saw as obvious inadequacies and inequities in the system. 

I believe them to be conservative bills, providing minimal advances 
for beneficiaries, and I still do. Far from intending to provide a 
measure of comfort, each was conceived to relieve an extreme hardship, 
or to correct a clearly unjust situation. 

- a than describing each in detail, I shall summarize them 
riefly : 

H. R 9834 raises the wage base from $4,200 to $10,000, thereby creat- 
ing new revenue for the social-security fund. It revises the benefit 
formula to increase benefits an average of 10 percent and relates the 
wage base to the cost of living, providing that the base be increased 
for every increase of 5 points in the Consumer Price Index, or decreased 
for every drop of 5 full points in the index. 

H. R. 9835 extends coverage to self-employed physicians to complete 
the coverage of professional groups. 

H. R. 9836 liberalizes the disability provisions of the act, providing 
new definitions of disability. First, the term “disability” means in- 
ability of any individual, by reason of medically determinable physical 
or mental impairment which can be expected to be permanent or of 
long-continued and indefinite duration, to engage in substantial gainful 
activity which is the same or similar to the occupation or employment 
last performed by him on a regular basis before the onset of such 
impairment. 

Second, a section would be added providing that— 
an individual shall be conclusively presumed to have furnished such proof of 
disability if he furnished to the Secretary a formal declaration of his permanent 
and total disability, made by any Federal or State agency, which is still in effect 
and on the basis of which such agency is paying or has paid such individual 
monetary benefits for permanent and total disability. 

It also provides that individuals will be eligible if they are either 
fully or currently insured, fully insured to be defined as for other 
beneficiaries under title IT. 

H. R. 9837 increases the aged widow’s benefit from 75 percent of the 
primary insurance amount of the deceased worker to 100 percent of 
that amount. 

H. R. 9838 gears benefits to the cost of living by providing that 
benefits shall be increased 3 percent for every full 3-point increase in 
the Consumer Price Index, and decreased conversely. 

H. R. 9839 provides full benefits to women at 62. 

H. R. 9840 provides a delayed retirement increment of 1 percent 
per year. 
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H. R. 9841 continues a mother’s benefit for widowed mother who is 
50 or over when young child becomes 18. 

H. R. 9842 increases the limit on earnings from $1,200 to $5,000. 

Using as a guide an even moderately enli htened philosophy of 
social welfare, no one of these bills, or all of them together, could be 
considered extravagant. However, within the framework of the 
financing system of the Social Security Act, they are more than ex- 
travagant—they would probably destroy the program. 

There are three exceptions—H. R. 9834 which raises the wage base 
is a plus cost item, creating new revenue for the fund. Additionally 
it brings into better line the present anomaly of a system which requires 
exactly the same contribution from a man earning $4,200 as from one 
earning $100,000. 

The same bill devours the surplus that it has provided and a little 
more by increasing benefits an average of only 10 percent, however. 

Extending coverage to doctors will neither cost nor save the fund 
money, and H. R. 9838, to gear benefits to the cost of living could 
under some circumstances be a cost factor, but would not necessarily 
be so. 

Taken together, the remaining six bills would raise the payroll tax 
even beyond a point which the Secretary of Health, Education, and 
Welfare has said would “jeopardize the financing of the program by 
decreasing the willingness of the long-term regular worker to support 
the sy: stem.” 

Their net cost would be 2.92 to 3.07 percent of payroll, or $7,300,- 
000,000 to $7,675,000,000 a year. 

This would raise the tax for the employer and the employee from 
the present 214 percent to 334 percent immediately, and to 534 percent 
when the system fully matures. 

If we add to this the cost of a vitally necessary medical and hospitali- 
zation provision such as Congressman Forand’s, the tax must go even 
higher. 

It would represent a totally unrealistic tax burden for the American 
worker and, of course, for the self-employed the cost would be even 
more prohibitive. 

Cost of bills 





| Percent of 








| 
| Amount 
payroll 
H. R. 9834 wage base and benefit increase___._- aks a 0. 27 F $675, 000, 000 
H. R. 9835 coverage for doctors. wdbbien das ‘ ‘ Je saul 1. 
H. R. 9836 disability liberalizations...______-- : ge . 35-. 50 | 875, 000, 000 
i+ on, 000, 000 
H. R. 9837 increased widow’s benefit - ; | -51 | 1,275,000, 000 
H. R. 9838 cost of living - - te ‘ caer a ; 3 
H. R. 9839 full benefits to women at 62- | -42 1, 050, 000, 000 
H. R. 9840 1-percent increment after retirement age- .17 | 425, 000, 000 
H. R. 9841 continued benefits to widowed mothers after 50_-- ; . 06 150, 000, 000 
H. R. 9842 earning limit increased to $5,000-- oil L 14 | 2, 850, 000, 000 
i ae | 2. 92- 3. 07 7, 300, 000, 000 
| to 
| 7,675,000, 000 


These figures raise basic problems in our thinking as to how to 
finance an adequate social security system. The pay yroll tax is an 
imposed limit, restricting legislative action to that which is possible, 





SOCIAL-SECURITY LEGISLATION 581 


rather than that which is fair, right and just for our older citizens. 

In spite of the improvements which have been made in the system, 
it is today woefully inadequate. The average old age and survivors’ 
insurance benefit is just under $65 a month; the average old age as- 
sistance payment is $61 a month; and the average payment to a 
recipient of aid to dependent children is just $27 a month. 

Mr. Chairman, I submit to the members of the committee that 
coming at least from California I don’t know anybody that could 
live on that amount of money per month. 

Moreover, the great increases in the number of-older people has 
not been matched or even approached by a’ corresponding’ increase 
in their share of the Nation’s personal income. 

The population aged 65 and over has increased from 1014 million 
in 1947 to almost 1414 million in 1956—a rise of about 34 percent. 

However, this age group’s share of the personal income received 
in this country has remained virtually static. It has increased by 
only six-tenths of 1 percent—from 7 percent to 7.6 percent in the 
same period. 

The individual worker is not himself responsible for the state of 
the Nation’s economy, yet individually he benefits materially in 
periods of prosperity. Ina very real sense, we penalize the aged with 
our rigid social security structure by denying them the opportunity 
to share in the complex of the economy. 

It is imperative that we seriously consider means of raising addi- 
tional revenues to support a social welfare program that reflects much, 
much more than the penurious structure under which we labor, and to 
provide a more equitable means of distributing the resulting tax 
burden. 

While I am not prepared to present absolute proposals for putting 
the financing of the system on a different, realistic footing, I do know 
that it is not enough just to express concern with the distressing situ- 
ation of these people who are battling continually rising price levels, 
nor is it enough to content ourselves with more stop-gap measures. 
Real answers to these problems can only come from imaginative 
thinking which does not view our present social security system as 
sacrosanct or impossible of improvement in basic outline—thinking 
that maturely considers the most desirable ends of social welfare 
policy and then critically examines all possible avenues of accom- 
plishing these desired objectives. 

Twenty-three years ago the President’s Committee on Economic 
Security under my father’s administration had this to say : 

A piecemeal approach is dictated by practical considerations, but the broad 
objectives should never be forgotten. Whatever measures are deemed imme- 
diately expedient should be so designed that they can be embodied in the com- 
plete program which we must have ere long. 

Mr. Chairman, I submit that after 23 years our approach to social 
welfare continues to be a piecemeal approach. Other socially alert 
countries have, to my mind, accepted a more responsible attitude, and 
have implemented it. For instance, my bill to tie benefits to the cost 
of living is not a new idea. This was originated in Denmark after 
the — World War and has since been widely and successfully 
copied. 
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Moreover, there is ample precedent for revenue systems other than 
the payroll tax system. A general, or gross-receipts tax might be 
successfully applied. Or the Federal Government might well par- 
ticipate by direct contribution. This has been seen as an equally 
divided employer, employee, Government contribution or some other 
reasonably equal division. 

Mr. Chairman, while all the members of the committee may have 
seen this book, I would like to draw attention to it, because it is a 
remarkable summary of not the experiments but the experiences going 
back to the First World War of what the Scandinavian countries in 
particular have done with their social-security systems. 

It is entitled “Freedom and Welfare, Social Patterns in the North- 
ern Countries of Europe,” and it is prepared and sponsored by the 
Ministry of Social Affairs of Denmark, Switzerland, Iceland, Nor- 
way, and Sweden. 

would like to recommend it if not for light reading, at least for 
interesting reading. 

The aged, it seems to me, must have significant relief now in this 
session of Congress to combat the effects of higher living costs. Then 
at the very least they deserve from Congress our real efforts to exam- 
ine the present system and alternatives to it. I urge the committee 
to seriously consider such an undertaking and to make it an early 
order of business. 

Problems of equally large dimension exist with respect to the “Pub- 
lic Assistance” title of the act. Here I am as much concerned with 
the manner in which the public-assistance programs are administered 
as with the actual benefits involved. 

The largest single category of the mail which I receive comes from 
social-seeurity beneficiaries as I am sure is true of most of my col- 
leagues. While those from old-age and survivors insurance benefi- 
ciaries are devoted primarily to the hardships presenied by insuffi- 
cient benefits, the vast majority of those from old-age-assistance re- 
cipients are pleas for decent treatment. 

They are stories of harassment and intimidation that form the 
outline of a truly shocking and tragic state of affairs. It is totally 
unnecessary to attach the degrading flavor of pauperism to the re- 
ceipt of assistance, yet this is done. 

Such aspects of the program as the responsible relative clause are 
not only certain to undermine the dignity of the recipient, but in this 
case the compulsion involved is almost always cruelly destructive of 
family bonds. 

While willing to consider the financial plight of the needy aged, 
blind, physically handicapped, and dependent children, Congress has 
not yet seen fit to insure that our needy citizens will be treated hu- 
manely under the administration of the Public Assistance Act. 

It was my purpose in coauthoring the Humanitarian and Old Age 
Rights Act (H. R. 6611) with Senator Humphrey to establish a leg- 
islative intent that public assistance shall be administered promptly 
and humanly with due regard for the preservation of family life and 
without discrimination on account of race, sex, religion, or political 
affiliation, and that the assistance laws be liberally construed. 

Additionally it would require more uniformity among the State 
laws by establishing a single standard of qualifications below which 
no State could go. 
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These are the vital features of the Humanitarian and Old Age 
Rights Act and the companion bills which number about 50 in the 
House and 8 in the Senate. On the basis of the merit of its pro- 
visions and the interest that it has generated, I urge the committee 
to consider these additional features: 

1. That the age requirements for old-age assistance recipients 
shall be the same as that established for old-age beneficiaries under 
title II of the Social Security Act. 

2. That the aged and handicapped on public assistance be allowed 
to earn up to $50 per month; the parents of needy children up to $30 
per month, and the needy children themselves up to $30 per month to 
supplement their assistance checks. (The blind are already per- 
mitted to earn $50 without penalty of reduction in aid.) 

8. Recipients may own a home free from the imposition of a lien. 

4. Household furnishings, an insurance policy or burial arrange- 
ment, and a reasonable amount of personal property should be allowed. 

5. The practice of enforcing collections from the relatives of re- 
cipients should be eliminated. 

6. The program is to be administered by each State so as to insure 
uniform treatment of the needy in all its political subdivisions. 

7. Prohibit the publication of the names of recipients. 

8. Reduce the Rebate: fnhpbeed residence requirement now allowed 
by the Federal Government from 5 years to 1 year and provide that, 
should an otherwise qualified person not meet State residence re- 
quirements, the Federal Government will pay its share direct to the 
person until they have met the residence requirement. 

9. No person receiving such public aid shall be deemed a pauper 
and no warrant drawn in payment shall contain any reference to in- 
digency or pauperism. 

10. That there shall be no discrimination on the basis of sex. 

11. The value of any United States surplus food made available 
will not be deducted from the recipients’ aid. 

Two of these provisions deserve special emphasis in light of the 
legislative history attached to them. First, the 1956 amendments as 
passed by the Senate to the Social Security Act contained a section 
to allow old-age recipients to earn up to $50 a month. 

However, this provision was knocked out in conference, ostensibly 
because the House had not made a study of it. Secondly, at the same 
time, an amendment passed the Senate without objection that would 
have insured that there could be no discrimination in benefits between 
recipients on the basis of sex. This too was removed in conference 
without explanation. 

The first provision is clearly reasonable. The second is necessary 
to enlighten those States which assume that women need less for bare 
subsistence than men, and provide accordingly reduced aid for women. 

My good friend from Illinois, I know, has given us examples in 
the past, but I think that that is an exception to the rule, and I think 
it could be proven to be the exception. 

Certainly, such States should be enjoined from continuing this 
groundless and cruel practice by congressional directive. 

I believe that the 1956 action now places on the House an obliga- 
tion to study these measures and to act. on them at this session. 
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The importance of increased payments to public-assistance recip- 
ients is obvious. Many hopes were pinned on the amendment to the 
unemployment extension bill which Senator Long introduced. 

It would have granted up to a $7.50 per month increase. The last 
increase in 1956 of only $4 has been negated by the rising cost of liv- 
ing, and relief in this area is desperately needed, and needed now. 

I would like to add one more word concerning the responsibilities 
of this body. The last four increases in the public-assistance program 
have come from the Senate. Moreover, the House has tended to re- 
duce the Senate’s amendments in the past. 

This is an excellent opportunity for the House to propose fair, real- 
istic aid to our most needy citizens, and to so discharge an obligation 
that I believe has been incurred by the restrictive actions taken 
with respect to the 1956 amendments. 

The real opportunity, and the real challenges, however, lie in the 
means that. are. employed to. reach to the total problem. Let us not 
lose sight of the broad objectives of social security. Let us seize this 
opportunity to look at those objectives carefully and to accept the chal- 
lenge that they present with courage, with wisdom, and with an ample 
fund of humane concern. 

Mr. Chairman, while I am hopeful that this committee will come 
forward at the earliest possible time with amendments that will ac- 
complish something in this session, I cannot reemphasize the fact too 
much that in my humble opinion, in the long run the whole system 
of social security should be reevaluated, and that we should look upon 
it anew and see whether or not there are not better ways of accom- 
plishing the humanitarian purposes that it orginally envisioned. I 
thank you very much. 

The Cuairman. Mr. Roosevelt, we thank you, sir, for bringing to 
the committee your views on this subject matter. 

Mr. Kean will inquire. 

Mr. Kean. Mr. Roosevelt, I appreciate your having called attention 
to the fact that the bills that have been introduced by you to improve 
benefits in the way you would like to improve benefits just could not be 
financed under the present. social-security system. 

I think false hopes have been put into a lot of people’s minds by a 
lot of bills that have been introduced. I think it is fine for you to 
acknowledge the fact that something will have to be done. 

But in no way in your testimony have you done anything more than 
be vague as to what type of taxes could be substituted for the present 
system. Someone has to pay these taxes. 

Mr. Roosevetr. If the gentleman will allow me to say so, I care- 
fully brough a book which will tell you exactly how to do it, if you 
would be willing to look into it. But not being a member of your 
committee, I thought it would only be proper for me to outline to you 
where the information could be found. ‘ 

But it is here, and it can be done, and it has been done. 

Mr. Kran. Can you recommend financing the social-security system 
in the future as in accord with that book ? wokS 

Mr. Roosevetr. Well, if not specifically that way, because if you can 
find better ways I certainly would not want to preclude them. But I 
would point out that there is a proven way of doing it, which has been 
proven to be actuarially and financially sound, and I think this 
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committee should look it over. If there are better ways, I should 
certainly not like to preclude them. 

Mr. Kran. Who isthe author of that book? 

Mr. Roosrvett. This book, sir? The name of the author? It is 
edited by George R. Nelsen, of Denmark, but it is sponsored by the 
Ministries of Social Affairs of Denmark, FE inland, Iceland, Norway, 
and Sweden meeting together. 

The Cuamrman. Mr. Mason will inquire, Mr. Roosevelt. 

Mr. Mason. I don’t want to inquire. I got the substance of your 
remarks. I wish to say “Amen” to that last statement that you made, 


that we ought to search for a better way of providing for our old 
people. 


Mr. Roosrvett. Thank you, sir. 

The Cuarrman. Mr. Byrnes will inquire. 

Mr. Byrnes.. Mr. Roosevelt, these yarious bills which you referred 
to in the earlier part of your statement, each dealing with a different 
section of your proposal, do they contain any tax provisions to 
provide revenue for the individual item ? 

Mr. Roosrve_r. Not for the individual item. There is the one bill 
which raises the amount to $10,000 which is to be taxed as the only 
immediate approach. 

Mr. Byrnes. The one that raises the wage base. But the other 
eight do not contain any revenue provision in them ? 

Mr. Roosrvetr. No, they do not, Mr. Byrnes. May I say that the 
primary reason for introducing them was to point out to the Members 
of Congress the inequities in our present system and the need for 
doing something about it. 

Now I have tried, through this testimony, to point out that there 
are ways to finance these things « and that we ought to get down to the 
brass tacks of finding out and seeing if we can apply them. 

Mr. Byrnes. I do want to ¢ -ompliment you on the recognition which 
you have given, at least in your statement, to the problem posed by 
financing benefits that are suggested or liberalizations that have been 
suggested. I am afraid that too often we paint this picture only with 
the colors of benefit, which are bright and glowing, and ignore the 
colors which really are also very impressive, namely the cost which 
has to be borne. 

I refer to page 3, of your table, and particularly the cost item with 

respect to your bill H. R. 9836, which is the bill that does contain a 
reveue-raising feature. 

Is the figure there of $675 million a year cost the deficit in that 
particular bill? 

Mr. Roosever. That is the additional amount, using the phrase- 
ology or the determination of disability that I have suggested i in the 
bill, it would actually cost the fund. 

Mr. Byrnes. But in that bill, you raise the wage base, do you not? 

Mr. Roosevetr. This is before the increase. This is assuming that 
there was no increase granted. In other words, based upon the pres- 
ent tax structure, it would be increased $875 million. 

That would not be a net figure. As I think I mentioned in my testi- 
mony, it would practically be wiped out, if you would accept the 
$10,000 increase. But, of course, again I recognize that that is con- 
troversial. 
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I simply indicated here what the cost upon the present basis is. 

Mr. Byrnes. But using the present tax rates? 

Mr. Roosevett. That is correct. 

Mr. Byrnes. However, you would change the tax base ? 

Mr. Roosevett. I would, sir. I personally feel that one of the worst 
parts in this disability present definition as it is actually applied by 
those who are charged with the administration, which they have to do. 

I don’t criticize them for it. 

Mr. Byrnes. I am not talking about the disability. I am talking 
about your bill 9834, to raise the wage base, and which also in- 
creases—— 

Mr. Roosevetr. The $675 million is based upon the present. It 
would be wiped out, as I pointed out in my testimony, if you applied 
the increase. But then if you applied the 10 percent benefit that I 
have suggested here, you come back almost to the same position. 

Mr. Byrnes. Then you come back to the $675 million deficit? Is 
that correct ? 

Mr. Roosevettr. That is correct, sir. 

Mr. Byrnes. The reason I bring this out is to come to this ques- 
tion: Don’t you recognize that the increase in the wage base from 
$4,200 to $10,000 is, in the very nature of it, a tax increase, just as 
much as is an increase in the rate, as far as the burden upon the people 
is concerned ? 

Mr. Roosevett. Well, the burden upon the people, of course, then 
is distributed to a group which are not now taxed. 

Mr. Byrnes. That is not the point. Raising the wage base is just 
as much an increase in tax liability as is an increase in rates. But 
as far as a tax increase is concerned, it is just as much a tax increase 
as is a change in the rate, is it not ? 

Mr. Roosevett. Absolutely. There is no question about that. 

Mr. Byrnes. But you do not take that factor into consideration 
do you, in determining the total cost which you list on page 3 of 
between $7.3 billion and $7.6 billion? In other words, that real cost 
would be higher if it had not been for the fact that you already 
deducted the additional yield that would come from an increase in 
the wage base? 

Mr. Roosevett. That is perfectly correct, sir. 

Mr. Byrnes. So even your figure here, as far as representing the 
necessary tax increase, should be higher than 7.6, if we were to give 
consideration to the increase in the wage base as a tax increase? 

Mr. Roosevett. I think your logic is perfectly correct. I think it 
simply points up that you must reconsider the whole method of the 
taxing system. 

Mr. Byrnes. Now let me just ask this general question. You do 
not propose any specific area of tax increase or an area to be posed 
for increase, other than this limited part of increasing the wage base. 
So what we come down to is that these bills propose in excess of $7.5 
billion in tax increases that will fall some place, and it has to come 
out of people. 

Mr. Roosevett. That is correct. 

Mr. Byrnes. I wonder if you recognize the fact that the biggest 
tax increase this country ever imposed on its people was the tax in- 
crease of 1942, the World War tax and the total yield of that tax, 
the estimated revenue from it, was a tax increase of $7.9 billion. 
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This would involve a tax increase that would almost be similar 
to = es increase we imposed upon our people to carry out World 
War II. 

Mr. Roosevert. There are two points that the gentleman has made. 
One is that we are dealing with different dollars than we were dealing 
with then by a considerable amount. So it isn’t really comparable. 
Secondly, the increase in the purchasing power that you would give 
these people, would generate a certain benefit to those who would 
be paying the tax, so that there, their total net increase in taxes 
would not be as great as it would appear on the surface. 

Mr. Byrnes. As far as the general economy is concerned, you are 
taking $7.5 billion, at least, out of the economy, and putting it back. 
To whee extent that does generate and result in an economic stimula- 
tion, Mr. Roosevelt, is questionable. 

. It would be different if you were finding that $7 billion someplace 
else, but you are taking it out of the same economy you are throwing 
it into. 

Mr. Roosevetr. Yes, this is a group that will not put it away, will 
not hide it under the bed. It will generally go out into circulation, 
back into circulation. 

Therefore, in all probability, while not all of it, because under the 
taxing system whoever gets it back will be paying tax again on it, a 
good part of it will be restored to the very same people who paid it 
out in the first place, so it could become a part of the purchasing 
power of these people. 

Mr. Byrnes. What worries me is that I don't think we have a 
situation toady where our present taxes are such to leave an awful 
lot of money lying around in people’s hands that they can hide under 
the bed and so forth. 

It seems to me that the information I have received from many of 
my constituents is that they find present taxes awfully burdensome, 
which leave them without funds to do a lot of things that they would 
like to do. 

That is why we get, for instance, letters from people asking for a 
tax deduction for the cost of sending their children to school, and for 
education beyond high school. 

I just have difficulty trying to figure out where we could possibly 
at this time on to our present tax burdens put an additional tax in- 
crease equivalent to in excess of $7 billion in revenues. 

Frankly, I don’t think that there is that kind of money lying around 
in the hands of taxpayers that they have not any use for and that 
they would like to contribute to the further cost of operating the 
Government. 

Mr. Roosevett. I will say to the gentleman I think he will find in 
the end it is a largely self-liquidating project, as are many sound 
projects. Secondly, of course, that is one of the things that I think 
we need to do in looking over this whole thing of trying to do it 
differently and better. 

Mr. Byrnes. That is all, Mr. Chairman. 

The Cuarrman. Mr. King will inquire. 

Mr. Kine. I wish to compliment you, Mr. Roosevelt, again, for 
what has evidently been considerable study on your part, for a most 
excellent statement. I want to reiterate in your case, and I am sure 
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you will agree with me, that Congress made a mistake on two oce: 
sions, when they succumbed to the argument that the contributions 
should be frozen. 

I am reliably inforined that the fund now is approaching some- 
what near $23 billion. Bearing in mind that these freezers took 
place at perhaps one of the lushest periods in the economy that any of 
us, regardless of our age, can recollect, we can cushion this fund 
where it would not be under question at all. 

Congress is entirely responsible for that. 

They merely listened to the views generally of interests who were 
not at all in accord with this program at its inception. 

Those interests have not been in accord with it throughout the years. 
I must say again that Congress, as many of us agreed at that time, 
made a serious mistake in freezing the contributions. 

There was no demand except from certain interests. Labor was 
willing and anxious. Most small businesses were not concerned. But 
it was just certain interests who had influence sufficient to convince 
the Congress that the freezing of the contributions in those particular 
years was the thing to do, when time apparently, or at least in my 
opinion, has proven that it was not the thing to do. 

Mr. Reosrevetr. I would thank my colleague. 

I would again say that not only is he eminently correct but he 
will find that | the experience which is told about in this book indicates 
that all segments of the economy will be willing to pay much higher 
taxes than we presently pay, because the benefits which then are pos- 
sible are so much greater that they do contribute to the evenness of the 
fiow of the economy, which is one of the things, certainly, we are try- 
ing to find a way to accomplish in our country to keep our capitalistic 
system from having these lush periods and these depressions. 

The Cuatrman. Mr. Curtis will inquire. 

Mr. Curtis. Mr. Chairman, I want to compliment the gentleman 
for bringing to our attention many important matters. 

I am going to read this book, I might say, but I wonder if the gen- 
tleman will state in general terms where this additional tax is levied. 

Is it based upon a wage tax or is it a general income tax, or is it 
excise ? 

Mr. Roosevetr. I would say to the gentleman that it varies some- 
what. I spent some time last summer in these countries, looking over 
these systems, and they do vary somewhat. In one of them, for in- 
stance, the tax rate is set as we do it here, on a certain percentage of 
income, and is paid by the employer and the employee. Then at the 
end of a given period, whatever the deficit is is included in the gen- 
eral tax structure and comes out of general tax revenues. In other 
areas an increase is made on a greater increase on the employer and a 
lesser increase on the employees ‘during that year. 

In other words, there is no uniform or static system, but. there are 
varying systems here and each of them, it would seem to me, would 
have some merit. 

Mr. Curtis. But they all seem to fall back on the general revenue 
features of the graduated income tax to make up their deficit ? 

Mr. Roosrvetr. No, they are not all on income tax. Some of them 
are on gross transactions taxes. 
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Mr. Curtis. National sales taxes. I have one other item just to 
illustrate a point. In your proposal of raising the base to $10,000, 
that would in no sense help the lower income groups, would it # 

That would only help those who are making more than $4,200? 

Mr. Roosrvetr, Well, it would enable the benefits, additional bene- 
fits, to be pi aid. 

Mr. Curtis. You mean you are not going to give the benefits, then, 
to the people who paid the tax ? 

Mr. Roosrvenr. Obviously, the people who will benefit mostly under 
social security are not paying very much tax, if any. 

Mr. Curtis. But the theory of social sec urity was that you paid 
the tax based upon the benefit you were going to receive. Now, if 
you were going to increase the base from $4900 to $10,000, the people 
which you, theoretically, are benefiting are those who would get ad- 
ditional benefits over and above what they are now getting, based 
upon the additional amounts that they would pay in as their salaries 
are above $4,200, and up to $10,000, You are not going to take that 
money, are you, and redistribute it among the lower income groups. 
That is not the one y of social security. 

Mr. Rooseverr. I don’t think I have hidden from my _ colleague 
the fact that, as our present social-security system is based on a tax 
which is an employee contribution and an employer contribution, 
we have proven that the payments that then result in the end are 
not realistic from the point of view that they make a basic living 
possible for the recipient. 

Mr. Curtis. I understand that. But let’s stick to this point. Your 
people below $4,200 will not, theoretically, get any benefit from in- 
creasing to $10,000, because they will not be paying any additional. 
They will not be getting those benefits. Their benefits are geared 
to what we are paying on, unless you are going to change the system, 
whereby you actually redistribute. 

In other words, you put into effect a graduated tax, where the bene- 
fits exceed the amount paid in, which 1s a different theory, 

Mr. Roosevett. I agree, it is a different theory. 

Mr. Curtis. That is what I wanted to get to. You are advocating, 
then, a change in theory, which is one of the basic concepts of social 
security, that it is, in effect, a redistribution of income ? 

Mr. Roosrvetr. Let me give you an example. 

Mr. Curtis. Well, can you answer that one thing, first? Aren’t 
you advocating, then, a redistribution ¢ 

Mr. Roosevett. I most certainly am, because, in my particular case, 
I think that is the only way. In other words, that you can provide 
some of these adequate benefits for people who do not contribute. 

Mr. Curris. Let me get on with the question, though, to get to the 
point. I might agree with you on some points. Then an easy way 
out of this would be just to fins ince the whole thing through the grad- 
uated income tax instead of going through all the . sham of the theory 
of social security wouldn’t it? 

Mr. Rooseverr. I am not ready to say that it should be done by 
the graduated income tax at this point; T think, perhaps, that is not 
the way, but that the other experience should be examined by the 
committee. 
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I do feel, also, that, at least to a degree, a contributory system has 
great social advantages, because it gives a sense of responsibility to the 
Individual. 

_Mr. Curtis. How does it do that if you actually make of it a re- 
distribution thing, because then it is not related to the amount of in- 
come you are earning; your benefits are not related, but merely on the 
basis of what people want and not what they contribute. 

Mr. Roosevert. I don’t think it is what they want. I think it is 
what they need. I think, beyond that, that, if I thea honestly felt that 
I have contributed the greatest amount that I can armen be ex- 
pected to contribute, then I certainly have a sense of dignity in finally 
receiving my social-security benefit, which is justified. I would not 
destroy that in any sense. 

Mr. Curtis. at you are really doing, Mr. Roosevelt, in this 
theory is saying that the people who are making up to $4,200, or those 
who are making up to $10,000, instead of setting aside, which they 
are doing in many instances, money that they have above their $4,200 
income, on which they are taxed, that, instead of being able to set 
that money aside for their own retirement program, they must con- 
oe more of that to the retirement program of others. Isn’t that 
clear ? 

Mr. Roosrvetr. Aren’t you doing that today when the employer 
contributes ? 

Mr. Curtis. No, because I think we can say this; that that, again, 
relates to the amount that the employer pays to that workingman. 
That is a system that relates to the amount of salary or wages that 
the individual is earning. You are destroying that basic concept. 

Mr. Roosevetr. But who is paying that? Who is making it pos- 
sible for the employer to pay that? You and I and the purchasing 

ublic. 

. Mr. Curtis. Yes, but we regard that as a cost of doing business, 
but relate it to the amount that is being paid the individual em- 
loyee, so that, if he is only making $3,600, he doesn’t pay a tax on 

200. He pays it on $3,600, and his benefits, accordingly, are ad- 
justed to the amount of tax. 

Well, I have one other final question, and I think this goes to the 
basis of this thing. As I understand your presentation, you would, 
of necessity, want not only the system reevaluated but its basic concept 
changed. 

As I understand the basic concept of social security, it was not to fi- 
nance completely the retirement of our people, but only to form a base 
upon which they would then build their additional retirement pro- 
gram for protection against medical and hospital costs, that they 
would build on that base. 

As I understand it, you feel that the system, actually, should be 
taking care of more than this base, that it should be entering into the 
area that was formerly not private individuals would add onto on 
their own hook. 

Mr. Roosevett. No, sir. If I may say so, I sat in at the initial 
conception of this program, and it was then based upon the fact that 
there should be set a minimum, which was a livable minimum in the 
taking care of all of these different categories, and that anything be- 
yond the minimum became the responsibility of the individual to take 
care of himself. 
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Now, if I may complete my answer, we have lagged behind, so that 
the minimum is no longer taking care of them. Therefore, we must 
readjust our sights to raise it to the same original concept we had 
before, but we find the mechanics to do so are not built into this 
system. 

Mr. Curtis. In other words, what you are saying is that you still 
adhere to the basic philosophy, which I am happy to hear you say, 
that you are talking about minimum, and your whole argument is 
based upon the fact that that minimum needs to be adjusted upward. 

Mr. Roosrvetr. Each one of my bills only sets out a minimum, 

Mr. Curtis. Well, I beg to disagree. That is the reason I got onto 
this $10,000 base. Obviously, that isn’t a minimum at all. 

Mr. Roosevert. The $10,000 base is part of the taxing structure, not 
the payment structure. 

Mr. Currts. You will certainly give these people some additional 
benefits, won’t you, those above the $4,200? 

Mr. Roosrveir. My bill calls for a 10-percent increase, but, again, 
IS minimum. 

Mr. Curtis. But the point is that is not the minimum we are talking 
about. They don’t need that asa minimum to live. You know that, 
from social security, do they ? 

Mr. Roosrvet. Well, I beg to disagree. 

Mr. Curtis. Do you mean people who are now paying on the $4,200, 
actually, in order to be able to have a minimum livable, must pay on 
the basis of what they would be getting if paying on $10,000? 

Mr. Kooseverr. No. I think the 10 percent is applied across the 
board to the present amounts. In other words, if it is $108, they would 
collect 10 percent more. Believe me, they need that 10 percent more 
to live on a minimum. 

Mr. Curtis. In other words, under your system, if we were to tax 
up to $10,000, and the benefits that they will get, you would say that 
the maximum payment is no more than a minimum of what a person 
needs to survive? Is that your agreement? 

Mr. Roosevett. That is correct. 

Mr. Curtis. Well, I have the argument. Thank you. 

The Cuarmrman. Thank you again, Mr. Roosevelt, for coming to the 
committee. 

Mr. Roosrvert. Thank you. 

The Cuamman. The Chair observes that our colleague from Ore- 
gon, the Honorable Al Ullman is present. 

Would you please come forward, Mr. Ullman? 

What is your congressional district in Oregon ? 

Mr. Utiman. It isthe Second Congressional District. 


STATEMENT OF REPRESENTATIVE AL ULLMAN, OF OREGON 


The CHarrMan. You are recognized. 

Mr. Utitman. Rather than read my testimony here, I would ask 
permission, Mr. Chairman, to have it placed in the record. 

The Cuatrman. Without objection, your entire statement will ap- 
pear in the record. 

Mr. Utiman. I will just make some very brief comments concerning 
some of the features in my bills, H. R. 12986, and 12987. 
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The first deals with old-age and survivors insurance. I will enu- 
merate the specific amendments to the preesnt law provided in the bills 
and indicate my feelings as to these changes. 

First, there should be a 10- percent increase in benefits. I think we 
could make a very excellent argument for a larger increase than that, 
but I believe that those are the very minimum that we should afford to 
our older citizens because of the rapidly inflating price structure in the 
country. 

Second, minimum payments should be raised to $40. In my opin- 
ion, this is most essential. Obviously the present minimum will not 
adequately take care of any person in this country. I advocate that 
the wage base be increased from $4,200 to $6,000 at this time. I advo- 
eate full benefits to wives at age 62 rather than the partial benefits we 
have now. This, in my opinion, is most essential. 

Next, widows’ benefits should be increased from 75 to 85 percent of 
the primary benefit. In my opinion, a widow suffers an undue hard- 
ship at the death of her husband and it is most essential to increase 
the benefit she receives following the death of her husband. 

Next, disability beneficiaries should be allowed dependent benefits. 
In my opinion, the fact that disability beneficiaries do not receive 
dependent benefits is a very decided weakness in the law. I think it 
most important that we correct this deficiency. 

I want to point out that my bill is self-supporting. It provides 
for one-half of 1 percent increase for both employer and employees 
and corresponding increases for the self-employed. 

Also I would like to point out that this bill includes a new consoli- 
dated benefit table. It would be, in my opinion, a very decided asset 
in as anding the features of the act. 

H. R. 12987 is concerned with certain proposed provisions of the 
public saci ince program. This bill provides for an increase in the 
Federal share of payments to old-age assistance recipients, to the per- 
manently and totally disabled, to the blind, and to dependent children. 

The present formula would be changed as follows: For the first $30, 
the Federal contribution will remain at four-fifths. Then for the next 
$15, it would be increased to two-thirds. The remainder would con- 
tinue at one-half, but the maximum would be increased from $60 to 
$70. I think this is quite an equitable solution to the problem. For 
dependent children, the formula would remain the same for the first 
$17 payment. There would be an increase to two-thirds for the next 
$7.50, and one-half, 50 percent for the remainder. 

The maximum would be $37 for the first child and $27.50 for each 
additional child. 

A second feature would include an item that I think is rather im- 
yortant. The aid to dependent children clause would be amended to 
include those deprived of parental care because of unemployment, 
that is, unemployment which continues after unemployment compen- 
sation benefits have been exhausted. 

At the present time, in my opinion, the law places a premium on 
broken homes. If a father deserts his family the children get assist- 
ance. But if they stay at home no assistance is rendered. In the 
case of unemployment, this certainly does place a premium on deser- 
tion. I think this is a phase of the law that should be corrected. 
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I recognize that the social security structure needs many additional 
changes, but those which I have enumerated and which are included 
in my two bills, would provide, I believe, the minimum that we 
should afford our older citizens at this time. 

I thank you, Mr. Chairman. 

(The document referred to follows :) 


STATEMENT OF Hon. AL ULLMAN 


Mr. Chairman, In our national life, as in the life of each one of us, there is 
a time for caution and a time for courage. I particularly appreciate the oppor- 
tunity to appear before this committee at this time, because of my growing con- 
viction that this is a time for courage. At another hour of economic crisis in 
our history, the following words were spoken : 

“Full employment * * * is not only a matter of immediate self-interest, but 
also a part of our stake in world stability and prosperity. Other countries are 
anxiously awaiting the development of our policy and will be more willing to 
make international commitments if they are assured of high * * * employment 
in the United States. They are fully aware that international cooperation can- 
not succeed unless the United States is prosperous. 

“* * * We must develop the human standards and material resources of the 
Nation, which in turn will tend to increase our productivity and most effectively 
support business expansion and employment. Our program should include pro- 
vision for extended social security. * * *” 

These words, spoken by President Franklin D. Roosevelt on January 9, 1945, 
while the country was still at war, set the goals for a postwar period of un- 
anticipated and unprecedented economic expansion. I have not the slightest 
doubt that if we meet today’s challenge with equal courage, and with equal con- 
cern for “human standards” we will not only make better provision for our 
older citizens, but we shall also demonstrate to the world the vitality and the 
humanity of the democratic way of life. 

We have, at this time, the same obligation to make a cost-of-living increase in 
our social-security benefits as we have made for the members of the Armed 
Forces, for civil-service retirees and for Federal employees. Moreover, we know 
that our social security plan is a time-tested method not only of preserving in- 
dividual dignity in old age but also for maintaining purchasing power in times 
of recession. Each month some $650 million is paid out in social-security checks 
which are spent immediately in the community for the necessities of life. An 
increase of at least 10 percent at this time would enable our older people to meet 
the rising cost of living and, at the same time, be adding an additional $65 mil- 
lion per month as a stimulus to our lagging economy. 

Another essential immediate step, in my opinion, is to make Federal funds 
available to the families who have exhausted their unemployment insurance 
benefits—or who were not eligible for such benefits—by expanding the exist- 
ing aid to dependent children program to provide assistance for these families. 
Also, I propose to increase the Federal share and matching maximums for all 
the public assistance programs so that the States can raise benefit levels by 
about $5 for every needy person. 

These three antirecession proposals can be effective immediately in relieving 
human distress and in providing a shot in the arm for the economy. I am con- 
vinced, moreover, that we must make certain other improvements in our social- 
security plans, all of which will accomplish this purpose while at the same time 
adjusting the plan to help it fulfill its long-range purposes in a changing 
economy. 

My bills are offered in this spirit. H. R. 12986 deals with the old-age and 
survivors insurance program and suggests the following changes: 

1. Full benefits should be paid to wives and women workers at age 62, as 
in the bill passed by the House in 1955. As you know, this provision as it was 
finally enacted, authorized reduced benefits, on an elective basis, for wives and 
women workers at 62, paying full benefits only to widows and dependent 
mothers. 

2. Widows should be entitled to 85 percent of the amount of their husband’s 
benefit, rather than 75 percent as provided in existing law. 

3. Minimum benefits should be increased from $30 to $40. 
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4. All social-security benefits should be increased by 10 percent to bring 
them in line with the increase in living costs which has occurred since the last 
benefit adjustment was made in 1954. I have included a new consolidated 
benefit chart in my bill in order to set forth, in one place, the benefit amounts 
and family maximums for every average monthly wage. This is an important 
first step, I believe, in the simplification of this extremely complex act. In 
order to bring the system more closely into alinement with today’s higher wages, 
my proposal provides for an increase in the wage base for tax and benefit pur- 
poses from $4,200 to $6,000. 

5. Workers who become eligible for disability benefits should receive benefits 
for their eligible dependents as well as for themselves. Present law limits the 
benefits to the disabled worker alone. 

Let me begin by discussing the need for the payment of full benefits to wives 
and women workers at age 62. In recommending this change in 1955, this 
committee pointed out that: “The principle underlying wife’s benefits under 
old-age and survivors insurance is that a married couple should not have to 
get along on the same amount that is sufficient for a single person. Wives are 
generally a few years younger than their husbands. Thus, when the husband 
has to retire, many couples have only the husband’s benefit until the wife also 
reaches age 65.” The reduction in the benefit for those wives who chose to 
apply at age 62, brought about by the 1956 amendments, results in a substantial 
cut in retirement income. For not only is a wife’s benefit just half of the 
amount paid to her husband, but early retirement reduces it by another 25 
percent. We must ask ourselves, I believe, if it is wise social policy to pare 
down retirement income of our retired elderly couples. 

Your committee further pointed out that full benefits should be paid to women 
workers at age 62 because of studies which show that “age limits are applied 
more frequently to job openings for women than for men and that the age 
limits applied are lower.” I believe that the 20-percent reduction now made in 
the benefits of women workers who apply at age 62 must be eliminated so that 
those women who have been contributing to the fund all their lives will have a 
meaningful benefit at retirement. One compelling reason for making this change 
is the fact that these reduced benefits remain at the 80-percent figure for the 
rest of her life. Such benefit may seem adequate to a woman at age 62, but 
it may well turn out to be quite inadequate when she reaches 72 or 75 and has 
been victimized by the steadily increasing cost of maintenance and medical 
eare. I have found that the situation in present law where women beneficiaries 
under the system are entitled to three different amounts is extremely hard to 
explain and justify to my constituents. I am convinced that the early repeal 
of this discriminatory provision is a matter of first priority. 

Moreover, I believe our social security system must recognize the special 
problem which faces a widow when her husband’s benefit is canceled at his 
death. To further meet the needs of these women, my bill would increase the 
amount to which they are entitled at that time from 75 to 85 percent of the 
husband’s primary benefit. Under existing law, family benefit income is cut 
in half upon the death of the husband. For example, if the husband’s benefit 
is $100 per month, the wife’s benefit is $50 per month for a combined family 
income of $150 per month. But on his death, the widow’s benefit is abrutly re- 
duced to just $75 per month—at a time when she may be most in need of money. 
The equity of the situation certainly requires an increase of the amount of her 
benefit to at least 85 percent of the amount her husband would be receiving 
had he not been taken from her by death. 

As I have already indicated, one of the most urgent matters which faces us with 
regard to our social security system is dictated by the persistent headlines 
which, for the past two years, have noted each month “Living costs reach a new 
high.” We are well aware of difficulties of living on social security benefits 
which now average only about $64 a month. We are all familiar with the 
figures which show that the cost of living has increased by 7.7 percent since 
1954 and that wages have gone up by 12 percent. As the representatives of these 
older people, we have a special responsibility to make certain that their social 
security benefits maintain the purchasing power which they had in 1954. An 
upward adjustment of benefits by 10 percent would accomplish this purpose. 
The increase in the wage base from $4,200 to $6,000 takes into account the steady 
rise in earnings levels and will see to it that there is a closer relationship 
between a worker’s wages and the amount of his social security benefit. 
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I would like to point up the fact that most people who are receiving social 
security benefits today get considerably less than the maximum of $108.50. 
According to a breakdown of benefit amounts which appeared recently in the 
Annual Statistical Supplement, published by the Social Security Administration, 
only 2.2 percent of the people on the rolls were receiving full benefits of $100 
or more in late 1956. Only 30 percent were receiving more than $70 per month. 
And a full 16.2 percent were receiving the minimum benefit of $30 per month. 

The upward adjustment of the minimum benefit from $30 to $40 per month, 
as provided in my bill, will thus be one of the most effective means we can find to 
put more money immediately into the hands of some 3% million people on the 
“minimum” who may be assumed to need it most. This provision alone will 
increase purchasing power by more than $30 million a month. Moreover, as you 
know, this change would be relatively inexpensive on a long-range basis, since 
most people now reeciving benefits at the $30 level get this minimum amount 
largely because they have not had the opportunity for full coverage in the plan. 
The number, therefore, will decrease in the future when more people will be quali- 
fying for benefits on the basis of a longer period of coverage and higher earnings. 

Mr. Chairman, I know that you have expressed interest in the possibility of 
providing benefits for the dependents of disabled workers who are now qualify- 
ing under the 1956 amendments to the Social Security Act. Your questioning 
of Secretary Folsom brought out the fact that this provision would cost only 
.05 percent of payroll and that the latest estimates on the disability trust fund 
show that it is overfinanced to the extent of 0.15 percent of payroll. It would, 
therefore, seem quite appropriate to provide dependent’s benefits at the earliest 
opportunity because the family responsibilities of disabled workers are certainly 
as great, or even greater, than those of retired workers whose dependents receive 
benefits under present law. My bill would provide a very reasonable liberaliza- 
tion of the present program, and one which would mean a very great deal to 
thousands of families throughout the country. 

Finally, I wish to call the committee’s attention to the fact that my bill is 
fully self-supporting. It provides a one-half percent increase in the tax on both 
the employer and employee and a comparable increase for the self-employed, 
effective in January 1959. I believe it is very necessary to preserve the financial 
integrity of the trust funds and my bill is drafted with that principle fully in 
mind. 

My public-assistance bill, H. R. 12987, is similar to the proposal of Senator 
Long and 31 others Senators, which was defeated by only 8 votes after a 40-to-40 
tie vote in the Senate. It differs only by the addition of a comparable increase 
for the aid to dependent children program. For old-age assistance, aid to the 
blind, and aid to the permanently and totally disabled, the bill would continue 
the present provision that the Federal Government contribute four-fifths of the 
first $30 of an average monthly payment, but would also provide that it pay 
two-thirds of the next $15 and one-half of the remainder un to a new maximum 
of $70. The present Federal share of $14 out of the first $17 would be continued 
for the aid to dependent children program, but the Federal Government would 
pay two-thirds of the next $7.50 and half of the remainder up to new matching 
maximum of $37 for the adult caretaker and first child and $27.50 for each addi- 
tional child. I commend this measure to your thoughtful consideration. It will 
enable the States to increase payments from $5 to $7.50 to needy persons whose 
position is desperate due to rising prices. 

Food alone has risen in cost by almost 8 points on the cost-of-living index 
during the last year. A recent survey of a downtown Portland district in con- 
nection with a Federal urban-renewal program gave a clear picture of the near- 
starvation existence which far too many of our older people are leading. In 
his report of this study in the Christian Science Monitor, Malcolm Bauer 
concluded : 

“Anyone who entertains the delusion that the march of inflation has not yet 
brought real personal hardship to many people should examine the results. * * * 
The great majority of these [people] are subsisting on social security or State 
welfare allotments which have changed little, if at all, in recent years of climb- 
ing prices. * * * A study of the income and rent figures disclosed in the survey 
indicates that it is not at all uncommon for an individual living on a social- 
security pension to be requested to budget his food, transportation, entertainment, 
clothing, and incidentals at approximately $1 a day. * * * The picture of the 
devastating effect of postwar inflation on the fortunes of fixed-income oldsters 
* * * is a stark one.” 
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One of the most urgent changes I am proposing is the broadening of the aid 
to dependent children program so that families with children who are in need 
because the father is unemployed and has exhausted his employment insurance 
benefits can become eligible for Federal matching funds. This program would 
be on a trial basis for 1 year. 

I was deeply shocked by the figures presented before this committee last week 
(June 17) by Mrs. Cecelia P. Galey, the highly competent chairman of our 
Oregon State Unemployment Compensation Commission, which showed that the 
number of exhaustees in Oregon for the present year, through May, had reached 
the figure of 22,843. It is estimated that for the whole benefit year, which ends 
June 30, 1958, they will reach 26,500. Oregon's exhaustions last year were 
13,080 and in 1956, they were only 9,486. 

Mr. Chairman, I know that you agree with me that the House and Senate 
eut the heart out of the very constuctive temporary unemployment compensation 
bill which was reported by this committee. I agree with the statement that our 
Governor, Robert D. Holmes, made before you on June 17 that “The response 
thus far to the Herlong bill indicates that many States will do little or nothing 
about it. The bill will not fundamentally serve any useful purpose and at best 
is only a partial stopgap.” 

I am concerned over the fact that the Federal Government has so far side- 
stepped any share in bearing the burden of the unemployed. The gesture of 
making loans to States, which must be repaid by higher taxes on employers in 
the future, can hardly be classed as Federal assistance. 

Furthermore, no Federal funds are paid to the States for the general assist- 
ance programs which must pick up the load of those needy families victimized 
by the current recession. The general assistance program in Oregon, which is 
financed 70 percent by State funds and 30 percent by local funds, has already sub- 
stantially increased expenditures because of the effects of unemployment. Total 
payments in Oregon for March of this year, for example, were $574.5539—about 
one-third higher than for March of 1957. For every month in 1958 a similar 
increase has occurred. 

My proposal, which has been endorsed by the public welfare officials who have 
appeared before your committee, would put Federal funds into the hands of 
States so that they could expand on existing program—the aid to dependent chil- 
dren program—to care for families with children who have exhausted all their 
resources. For, as Mrs. Ellen Winston, president of the American Public Wel- 
fare Association, told this committee on June 16: 

Under the present laws we are now putting a premium on family breakdown. 
To illustrate the inconsistency in the Federal law, we had in my State a man 
who is employable but who despite all efforts could find no work at all in his 
community. He finally made application to the county department of public 
welfare for financial assistance so that he might buy food for his hungry chil- 
dren. He was clearly ineligible under the present law with respect to aid to 
dependent children. Because this man remained in the home making desperate 
efforts to meet his responsibilities as father of his children, he was barred from 
any help. Should this man desert his family and go to another county or per- 
haps to another State, the children would immediately become eligible for aid 
to dependent children payments. A family would be broken and we would have 
an intensification of family problems with which to deal, problems which in- 
evitably will take their toll over a period of many years with respect to the 
welfare of children. 

Mr. Chairman, and members of this committee, it is my deep conviction that 
we must act promptly to make the kind of changes in our social security plan 
which I have outlined today. We cannot, in good conscience, further postpone 
legislation which is desperately needed by too many of our people, and which 
will be good for our economy as well. Our goals with respect to this program 
were ably stated by Adlai Stevenson during the 1956 campaign as follows: 

“* * * We all know that the cost of living is steadily rising and that bene- 
fits have failed to keep pace with these increased costs. Moreover, we are not 
thinking just of mere subsistence; we must think in terms of maintaining the 
improved standards of living that come with our constantly increasing pro- 
ductivity and rising wages.” 

The bills I am proposing are carefully-considered measures designed not only 
to meet the very urgent immediate needs of millions of American people but 
also to strengthen the long-range purposes of the system. Enlightened and re- 
sponsive action by the Congress now is, I submit, good humanitarianism, good 
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statesmanship, and good economics. It will speak to the rest of the world of 
our courage and of our belief in the future of our productive capacity. And, 
more importantly, it will demonstrate that we, in America, have as one of our 
most cherished principles the dignity and security of each individual. 

The Cuarrman. We thank you, sir, for bringing to the committee 
your views, and particularly your discussion of the bills that you 
have introduced on this subject. 

Are there any questions ? 

If not, thank you. 

The Cuarman. The Chair observes that our colleague from Penn- 
sylvania, the Honorable John H. Dent is also in the room. 

Please come forward. 


STATEMENT OF REPRESENTATIVE JOHN H. DENT, OF 
PENNSYLVANIA 


Mr. Dent. Mr. Chairman and members, I don’t intend to take any 
of your time. I just want to talk about two specific amendments 
pertinent to the Pennsylvania situation, and I would like to have the 
committee look into that for me for the State of Pennsylvania. When 
the Federal law was passed, by some fluke in our own situation in 
Pennsylvania and some provision in your Federal law, we barred from 
the voting for acceptance or rejection of social security benefits the 
police or firemen of the Commonwealth of Pennsylvania, and includ- 
ing local or State police. We would like to have amendments that 
are contained in some bills that have been introduced by myself and 
other coleagues from Pennsylvania, to allow police and firemen of the 
Commonwealth the right and opportunity to vote at least on whether 
or not they want to accept or reject the provisions of the act. 

The second specific amendment I would like to have you consider is 
one that has been introduced by our colleague from Pennsylvania and 
a member of your committee, Congressman Eberharter, who unfor- 
tunately is not here today because of illness. 

This particular amendment allows the reopening of a vote in the 
Commonwealth of Pennsylvania on participation, and I imagine it 
would also take in the rest of the States. 

We have 57,000 employees who voted in Pennsylvania and whether 
or not they would participate in the program, and because of a well- 
organized propaganda move some 12,000 voted against acceptance. 

Out of the 57,000, these 12,000 have now petitioned for the right to 
come back in under the cover and have an opportunity to vote. 

If the committee will give consideration to these two amendments, 
I would consider it a very fine gesture on behalf of the people from 
Pennsylvania. 

The Cuatrman. Mr. Byrnes will inquire. 

Mr. Byrnes. I would like to call to the attention of the gentleman 
that the gentleman from Pennsylvania Mr, Eberharter and myself 
have companion bills on that subject, to provide the authority for 
another referendum to take care of some of these problems. 

You also had the situation where some did not vote at all, and thus 
were prevented from coming in, even though the reason for their not 
voting may not have been a lack of concern. They may have been 
absent from the State at the time, or there may be other reasons that 
were not completely voluntary on their part. 
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Mr. Dent. I see the gentleman has a fine grasp of the situation. I 
am sure we will get a great deal of consideration. 

The Cuatrman. Thank you, Mr. Dent, for coming to the commit- 
tee with these problems and giving us your views. 

The Chair understands that the next 2 witnesses, Mr. Miller and 
Mr. Faulkner, who had 35 minutes between them, desire to appear 
jointly. 

' It will not be possible for us to conclude that testimony before we 
have to be on the floor. Therefore, the committee will recess until 
2 o’clock this afternoon. 

(Whereupon, at 12:10 p. m. the committee recessed, to reconvene 

at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Foranp (presiding). The committee will come to order, please. 

The Chair understands there is agreement that the next two wit- 
a Mr. John H. Miller and Mr. E. J. Faulkner, are to be heard 
jointly. 

Is it your desire that 1 complete his statement and he be questioned 
or that the 2 read their statements and have the questioning jointly ? 

Mr. Mitier. Whatever is your pleasure, Mr. Chairman. 

Mr. Foranp. Suppose we have both statements and then with your 
assistance the answers to questions. 

For the purpose of the record will you identify yourself and also 
those with you? 

Mr. Mixter. Yes. 


STATEMENTS OF JOHN H. MILLER, CHAIRMAN, JOINT COMMITTEE 
ON SOCIAL SECURITY, AMERICAN LIFE CONVENTION AND FIRE 
INSURANCE ASSOCIATION OF AMERICA; AND E. J. FAULKNER, 
CHAIRMAN, COMMITTEE ON CONTINUANCE OF COVERAGE, 
HEALTH INSURANCE ASSOCIATION OF AMERICA; ACCOMPANIED 
BY J. F. FOLLMANN, JR., AND DAVID ROBBINS, OF THE HEALTH 
INSURANCE ASSOCIATION STAFF 


Mr. Mitter. Mr. Chairman and members of the committee, my 
name is John H. Miller. I am vice president and senior actuary of 
the Monarch Life Insurance Co., of Springfield, Mass. On my left 
is Mr. Faulkner, president of the Woodmen Accident & Life Insurance 
Co., who will speak for the Health Insurance Association of America. 

With him is Mr. Follman and Mr. Robbins of the Health Insur- 
ance Association staff. 

Mr. Foranp. The Chair will say that jointly you are recognized 
for 35 minutes. 

Mr. Miter. Yes, sir. 

Mr. Kroeu. Mr. Chairman, I do not know Mr. Faulkner person- 
ally, but I would like the committee to know that there have been 
some representative and responsible people in the industry describe 
him to me and in this description I am sure they meant not to put 
his associates ill at east. They described him to me as one of the 
country’s outstanding authorities on health and accident insurance. 
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The committee, I am sure, will be glad to hear him in the light of 
that obviously well-earned reputation. 

Mr. Fautxner. Thank you, sir. 

Mr. Foranp. I am sure the committee wants the best minds on the 
subject and we welcome these gentlemen. 

You may proceed, sir. 

Mr. Miter. The statement about Mr. Faulkner, I can assure you, 
is not overestimated. He is an outstanding gentleman in this field. 

As chairman of the joint committee on social security of the Amer- 
ican Life Convention and the Life Insurance Association of America, 
I am appearing today on behalf of these two organizations. To- 
gether they have a membership of 266 companies accounting for 96 
percent of the legal reserve life insurance in force in the United 
States. 

These companies also underwrite a major proportion of the health 
insurance provided by all insurance companies. I might add that a 
number of life companies have recently entered the field of health 
insurance, so that nearly all of the major life insurance companies are 
now offering health insurance. 

You have before you copies of our published statement, Sound 
Policy for Social Security, a comprehensive presentation of life insur- 
ance views as to sound national policy in the social-security field. I 
will confine my remarks to proposals to increase the level of OASDI 
benefits, and to increase the payroll tax rates. Our general views on 
most of the other proposals pending before the committee are indi- 
cated in the policy statement just mentioned. My remarks on the 
medical-care aspect will be quite brief since Mr. Faukner will speak 
on this subject for the Health Insurance Association of America. 

Proposals to increase OASDI benefit level. From its inception the 
fundamental purpose or aim of the OASDI system has been to fur- 
nish a basic floor of protection. It is generally recognized that this 
protective floor should be high enough to be of real value in prevent- 
ing want, but that it should not be so high as— 

1. To impair incentives to work or to save; or 

2. To require payroll taxes that will, now or in the future, 
wan y reduce the living standards of self-supporting 
people. 

Past liberalizations in the OASDI benefit structure intended to 
maintain the purchasing power of the benefits in the face of cost-of- 
living increases have done so. In fact, the 1954 benefit liberalizations 
went beyond what was needed to meet the cost-of-living rise up to that 
time. The excess was sufficient to cover the further cost-of-living 
increases that have occurred since 1954. Thus, at this time benefits 
and living costs are in balance. A benefit increase now would create 
an imbalance. 

As an illustration of the adequacy of current benefit levels, a 
married couple—where the husband’s average earnings were at the 
$4,200 taxable maximum—can draw tax-exempt benefits amounting 
to nearly 50 percent of his previous earnings. 

At the $1,800 level, they can draw benefits of over two-thirds his 
— earnings. In our opinion, frequent changes in the OASDI 

nefit structure—whether to take account of small changes in the 
price level or for any other reason—should be avoided. Instead, 
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price levels should be observed over longer periods of time so that 
changes in benefits follow the long-term trend. 

In this connection, it should be observed that a pervious — 
adjustment of benefits is unlikely to be reversed as a result of a future 
drop i in the cost of living. Consequently we feel that current benefit 
levels substantially conform with the floor-of- protection principle and 
that no adjustment should be made at this time. 

Proposals to increase $4,200 limit on taxable earnings: The limit 
on annual earnings taken into account by OASDI—now $4,200— 
functions as a dividing line between the responsibility of the Gov- 
ernment system to furnish basic protection and the responsibility of 
such voluntary means as private pension plans, personal savings, and 
insurance coverages to furnish such additional protection as groups 
or individuals may choose to build for themselves. Where this wage 
base dividing line is fixed is an important matter to be resolved care- 
fully ona basisofsound principle. , 

The guiding principle, in our judgment, should be one of maintain- 
ing the annual w age base at a level not to exceed the average full-time 
earnings of both male and female workers, since both are covered by 
the system. Such earnings are now about $4,100, and consequently 
there appe: irs to be no nec essity for increasing the $4,200 limit. 

In our opinion, any increase in the wage base should be related 
to the earnings of all covered workers—not male workers alone. 

It has been suggested, however, that since 57 percent of the male 
workers earn over $4,200 annually this might justify an increase in 
the wage base to $4,800 at this time. However, the average annual 
wage of male workers is currently $4,400, only $200 over the present 
base. We therefore submit that an increase of $4,800 cannot pres- 
ently be justified on this basis. 

An increase, at this time, in the $4,200 wage base would mean addi- 
tional benefits, above the floor of protection level, only for the minority 
of people who have above-average earnings. The recipients of these 
extra benefits are those people who are in the best position to build 
their own supplementary protection on a voluntary basis. 

To grant them benefits above the floor of protection provided for 
individuals with average earnings, would tend to discourage them 
from doing so. Since the current benefit levels are adequate for the 
average wage earner there appears to be no sound reason for provid- 
ing additional benefits for those above the average. 

Economic effects of proposed tax and benefits increases: In the 
absence of new legislation increasing taxes and benefits, payments 
from the OASDI Trust Fund are expected to exceed income until 
the scheduled tax increases reverse the present trend which may not 
occur until 1965. 

Higher OASDI benefits would not only call for an immediate tax 
increase, but also would require an increase in the ultimate employer- 
employee taxes for the system, already scheduled to reach a com- 
bined 8.5 percent of taxable payroll in 1975. 

It is estimated that an increase in taxes of one-half percent on both 
employer and employee, and three-fourth percent on the self-em- 
ployed, as has been proposed, would yield nearly $2 billion yearly 
at the outset. 
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Of course, if the wage base were also increased, the tax yield would 
be even greater. The present period of economic decline is hardly 
the time for any such tax increases. 

As a specific illustration, a self-employed person, earning $4,800 a 
year, if his tax rate were increased by three-fourth percent and the 
wage base raised to $4,800 would be required to pay an additional $56 
yearly. 

Altogether his OASDI taxes would represent over 2 weeks’ income. 

In 1975 and after, on these assumptions, a man earning $4,800 would 
pay $342 yearly. This amount would approximate his net income 
for 4 weeks and in many cases would nearly equal his Federal income 
tax—at present rates. 

A proposal to raise taxes at this time to the level of 9.5 percent for 
employer and employee combined, and to 7% percent for the self- 
employed, would be unlikely to receive serious consideration. 

Such a diversion of so much personal and corporate income could 
have a serious effect on the economy. What assurance have we that 
such taxes would be more nearly bearable and acceptable in 1975? 

While higher taxes would reduce people’s ability to save and spend, 
higher benefits would impair incentives to work. To take a fairly 
a al example, a man aged 65 or over, with earnings at the rate of 

$3,000 a year, can now retire and, with an eligible wife, draw tax- 
exempt benefits of about $1,600 a year. 

He can then supplement these benefits by earning up to $1,200 a year 
under the OASDI retirement test in part-time employment or self-em- 
ployment. 

Thus, his monetary incentive to continue in full-time work has al- 
ready been reduced by current OASDI benefit levels to less than $200 
ayear. A 10-percent increase in his benefits—$160 a year—would just 
about eliminate the remaining incentive for full-time work. There 
are many aged couples whose situation under OASDI does not differ 
greatly from this illustration. 

Proposals for hospit: al, surgical, and nursing-home benefits for 
OASDI beneficiaries: The pending proposals to provide hospital, sur- 
gical, and nursing home benefits for OASDI beneficiaries would alter 
the fundamental character of the program. 

There were a number of reasons for setting up the original OASDI 
system as a centrally administered and financed Feder: al enterprise— 
in contrast to the State-administered unemployment-compensation and 
re assistance programs. Among these reasons are the following: 

Because it was decided to gear retirement and survivor benefits 
to Gatninge, long-term wage rec ords are required. A federally cen- 
tralized plan is obviously more practical than one administered by the 
sever’ al States for maintaining such records. 

Because old-age and survivorship benefits are determined on the 
wiaie of provable facts—age, past earnings, family relationships— 
there is no need for local administration or individual casework. 

8. Because the beneficiaries may move about while still on the ben- 
efit rolls, administration by States would have involved problems of 
change of residence that are avoided under Federal administration. 

Without going into details, it is obvious that these arguments for 
Federal administration of old-age and survivorship benefits simply do 

not apply in the area of hospital, surgical, and nursing care. ‘To the 
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contrary, a program of hospital and surgical care is so much affected by 
local circumstances and requires so much personal administrative ac- 
tivity that either locally autonomous or statewide programs are clearly 
preferable. 

The proposals for medical benefits, of course, represent an initial 
step in the field of compulsory Federal health insurance. A system 
of such insurance would seriously cripple or destroy the institution 
of voluntary health insurance. While voluntary personal or group 
pensions or insurance benefits can readily be superimposed on the old- 
age benefits of the OASDI system, it is not ordinarily possible to sup- 
plement health-service benefits in the same way. One either takes the 
specific service the Government offers, or he pays the entire cost of 
purchasing an alternative service himself or of insuring against its 
costs. 

Few people would have the resources or the desire to pay for alterna- 
tive services after already paying compulsory taxes for the Govern- 
ment services. 

This raises the serious question as to whether, if our citizens are 
arbitrarily divided into 2 categories—1 served by a Federal compul- 
sory system and the other by a private voluntary system—the 2 sys- 
tems can long coexist. Pressures to expand the area of Federal bene- 
fits would be strong, if for no other reason than to correct various 
seeming anomalies, inequities, and discriminations in the initial pro- 
visions. 

The past two decades have seen a striking increase in the amount and 
quality of the protection provided by voluntary health insurance. 
Well over 120 million individuals now have some form of health in- 
surance, while benefit payments are being made at a rate of about $4 
billion a year. 

Because the voluntary system started out by insuring, for the most 
part, the people currently employed, and as still a fairly new develop- 
ment, there has been a natural lag in covering the aged. 

However, as will be pointed out by Mr. Faulkner, the witness for 
the Health Insurance Association of America, great progress has been 
made and is being made in overcoming this lag. 

It should be particularly noted that within the past few years many 
employers have begun to assume the responsibility of contributing 
to the medical-care benefits of retired employees and their beneficiaries. 

If the employers are relieved of this responsibility, might this not 
start a reversal of the whole trend toward broader and more adequate 
employee benefits? Should the voluntary approach be discouraged by 
Government stepping into the field at the very moment when un- 
precedented progress toward a solution by private efforts is being 
recorded ? 

The cost implication of the health-benefit proposals also require 
careful weighing. A joint industry report giving cost estimates on 
the proposed health benefits will be presented and discussed by Mr. 
Faulkner. Let me simply emphasize that the costs would be large 
and uncertain—much larger even than our estimates if subsequent 
legislation should take the OASDI system progressively further into 
the health-benefit field. 

Mr. Chairman, my written statement includes a reference to two 
important current studies, the results of which, we believe, should be 
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available to Congress before any new legislation is adopted. Also our 
views on a proposal affecting the status of life-insurance agents under 
the Unemployment Tax Act are stated. In consideration of the com- 
mittee’s time, I will not read these in full. 

All in all, we believe that if social security is to give lasting satis- 
faction to the Nation, unnecessary liberalization should be avoided. 
A new increase in OASDI taxes and benefits would not make the 
system better or stronger, but would add to the concern sure to be 
felt by many of those covered as their payroll taxes go up and up, while 
inflation may be threatening the purchasing power of their benefits. 

(Information referred to follows :) 


STATEMENT OF AMERICAN LIFE CONVENTION AND LIFE INSURANCE ASSOCIATION 
or AMERICA ON H. R. 10570 anp Srmiar BILts 


The American Life Convention and the Life Insurance Association of America 
are opposed to that provision of H. R. 10570 and similar bills which would amend 
the definition of “employee” in the Federal Unemployment Tax Act to include 
life-insurance agents who are independent contractors. 

At present this act defines “employee” (sec. 3306 (i) of the Internal Revenue 
Code of 1954) expressly to exclude independent contractors and all others who 
are not common-law employees. Section 3 (b) of H. R. 10570 would change this 
definition so as to include, among others, any individual who performs services 
as a full-time life-insurance salesman if his contract of employment contemplates 
that he will perform all such services personally, if he has no substantial invest- 
ment in facilities, and if his services are continuing in nature. This is, of 
course, the definition of “employee” used in the Social Security Act. The ob- 
vous purpose of the proposed amendment is to extend the coverage of the Fed- 
eral Unemployment Tax Act to some persons who are independent contractors. 
We believe that this proposal is objectionable on several grounds. 

First, the reasons for the broader definition of “employee” in the Social Secu- 
rity Act do not apply in the case of the Unemployment Tax Act. The retirement 
and survivor benefits of the Social Security Act afford protection against hazards 
to which independent contractors as well as employees are subject. The unem- 
ployment compensation system, however, is designed to protect against loss of 
wages arising from involuntary unemployment due to lack of work, not to pro- 
tect the self-employed against lack of success in their business ventures. Hence to 
extend this act to independent contractors weuld not be consistent with its 
purposes. 

Second, the inappropriateness of any such extension of the unemployment 
compensation system beyond employees is particularly demonstrable in the 
case of life-insurance agents who are independent contractors. These agents are 
not subject to the hazard of being laid off, or having their hours of work reduced 
because of lack of work. Changes in general economic conditions may affect 
their income, just as in the case of all other independent entrepreneurs, but such 
changes will not affect their hours of labor. In fact, in difficult times they may 
find it necessary to work longer hours to produce a satisfactory income. They 
control their own hours, however, and their success or failure depends on a 
combination of diligence and ability. Moreover, there is in this business no 
direct relation between hours worked and income. One agent may put in many 
hours and make few sales, while another may work only a few hours and make 
many sales. In short, the agent himself determines how many hours he will 
work in a week, his company will never insist upon shorter hours, and his income 
will depend at least as much on sales ability as on total number of hours 
worked." 

Third, the inclusion under the unemployment compensation system of life- 
insurance agents who are independent contractors would be wholly unworkable. 
The ability to maintain records of hours worked and wages paid is of course 





1It is true of course that many life-Insurance agents who are independent contractors 
are paid solely on a commission basis. Such employment would continue to be exempt under 
sec. 3806 (c) (14) of the Internal Revenue Code of 1954, which H. R. 10570 does not change. 
Other agents who are independent contractors, however, are paid under varying arrange- 
ments, and it is not clear what the effect of the proposed amendment would be as to them. 
Our position is that all life-insurance agents who are independent contractors should remain 
outside the coverage of the act, entirely aside from the exemption provisions of the statute. 
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necessary to the practical operation of that system. Because of the nature of 
the business of life-insurnnce agents, however, it would be impossible for the 
companies to keep such records. These agents spend practically all. of their 
tine away from the office calling on their clients, sometimes during the day 
and sometimes at night. As a result, the companies have no way of knowing 
when an agent is working, or how many hours he puts in during any particular 
week. Moreover, in this business it would be impossible to determine what 
constitutes an hour of work. The production of a life-insurance salesman does 
not depend alone on time spent in actual selling, but depends to a large extent 
on developing leads through civic or social activities, or even in studying at 
night to acquire information or new sales techniques which might produce a 
greater volume of business. To decide which of these various activities should 
be classified as work, or to attempt to determine the number of hours spent on 
such activities, would present au insurmountable problem. Finally, pay cannot 
be directly related to hours worked in the case of a life-insurance agent. An 
agent may work for an entire week without closing a single cuse. The follow- 
ing week he may close several cases, some of which he may have been working 
on for a number of weeks or even months. Thus there is no correlation between 
the hours worked in any particular week and the remuneration received during 
that week. Renewal commissions, usually paid on the anniversary dates of 
policies and continuing for varying lengths of time, present additional compli- 
cations. Renewals may or may not require work by the agent, and there is no 
way in which these commissions can be related to the amount of work per- 
formed by the agent at the time of renewal, Or retroactively to the time of 
initial sale which may have taken place several years before. 

For all of these reasons, we respectfully submit that the definition of 
“employee” in the Federal Unemployment Tax Act should not be changed so as 
to bring within the unemployment compensation system life-insurance agents 
who are independent contractors, 


Mr. Miter. I thank you gentlemen for the opportunity to present 
this statement. 

(The following statement was subsequently received by the com- 
mittee :) 


SUPPLEMENTARY STATEMENT RE LIFE INSURANCE POSITION ON SocrAL SECURITY 
AT Its INCEPTION AND ON SERVICEMEN'’S INSURANCE 


During John H. Miller’s testimony on June 24, given on behalf of the American 
Life Convention and the Life Insurance Association of America, Congressman 
Cecil R. King raised questions concerning the position of the life insurance busi- 
ness at the inception of social security. Congressman King also inquired about 
the position of the life insurance business in regard to servicemen’s insurance in 
World Wars I and II. 

As to the first question, Mr. Miller called attention to the following sentences 
which appear in the booklet, Sound Policy for Social Security, recently published 
by the American Life Cunvention and the Life Insurance Association of 
America: 

“In general, the life insurance attitude toward social security has been one 
of support and of cooperation. At the inception of social security, there was no 
opposition by the life insurance business, nor did the life insurance business 
oppose the addition of survivor benefits to the system when they were added in 
1939.” 

These statements are fully warranted by the facts on record. 

The original 1935 Social Security Act stemmed from the work of the Commit- 
tee on Economic Security, appointed by the President on June 8, 1934. Mr. M. 
Albert Linton, then president of the Provident Mutual Life Insurance C»., served 
as an actuarial consultant to the Committee on Economie Security. Mr. W. R. 
Williamson, then an actuary with the Travelers Insurance Co., served on loan 
as a member of the committee’s staff. Mr. Williamson was subsequently ap- 
pointed actuarial consultant to the Social Security Board. 

There was no life insurance testimony at the congressional hearings in 1935 
on the bill which became the original Social Security Act. The following ex- 
cerpt from the minutes of the regular meeting of February 15, 1935, of the 
Association of Life Insurance Presidents (which became the Life Insurance 
Association of America) may be of interest in this regard: 
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“The manager presented the matter of the social-security program outlined 
in the bill recently introduced in Congress, and stated that inquiries were being 
received with respect to the probable effect of the bill on annuities and pension 
plans, and in some instances, suggestion had been received that the ussuciation 
should seek certain amendments. The manager stated that following consulta- 
tion with executives of a number of member companies, it had been decided that 
the association take no action with regard to the social-security biuls pending 
in Congress. This decision was confirmed by the meeting. At the suggestion 
of the manager, Mr. Linton, for the information of those present, expiaimed in 
detail his experience as a member of a group of actuaries who were called in 
for consultation and advice while the bill was being drafted. After discussing 
the chief points of interest in the social-security bill, Mr. Linton pointed out 
that in view of the fact he had been a member of the committee of actuaries in 
prior consultation with Government officials on the subject, it was just possible 
he might be requested to come to Washington to give his observations on the 
measure. Ile stated that, in view of the position of the association of taking no 
action on the measure, and which was apparently the attitude of life-insurance 
companies generally, with which he was in thorough accord, he would, if called 
to Washington, not appear as a representative of the insurance business in any 
way, but merely as an individual. This expression from Mr. Linton met with 
unanimous approval of those present.” 

At the 1935 Ways and Means Committee hearings, Mr. Williamson appeared 
as a witness at the request of Congressman Treadway. His testimony (p. 1009) 
was limited to technical actuarial matters, and he specifically stated that he was 
not representing the Travelers Insurance Co, 

The 1939 social security amendments were based largely on the preceding 
work of the Advisory Council on Social Security, the final report of which was 
filed on December 10, 1938. Mr. Linton was a member of this council, and 
joined in signing the unanimous report. It may be added that the recommenda- 
tions of the advisory council had been foreshadowed in the important respects 
in a paper, Equity, Adequacy, and Related Factors in Old-Age Security, which 
appeared in the record of the American Institute of Actuaries of June 1938. 
The author of the paper, Reinhard A. Hohaus, was an actuary with the Metro- 
politan Life Insurance Co. 

At the 1939 Ways and Means Committee hearings leading to the 1939 social- 
security amendments, there was testimony by Charles B. Robbins, then general 
counsel of the American Life Convention, and by Robert L. Hogg for the Associa- 
tion of Life Insurance Presidents. Colonel Robbins subsequently testified at the 
1939 Senate Finance Committee hearings. The testimony presented on these 
occasions was entirely concerned with the status of life-insurance agents under 
the social-security legislation, and did not concern the broad changes in the law 
then under contemplation. 

Mr. Hovg presented a prepared statement (p. 1565), which said in part: 

“These companies have supported the present social-security program since 
its inception. The Social Security Act was written after extens've research in 
which officers and representatives of several of these companies participated. 
At a time when serious doubt existed as to its constitutionality, these companies 
refused to support litigation challenging its validity. Their position then was 
and now is one of cooperative compliance with what the companies conceive to 
be the spirit and purpose of the social-security program. Their appearances 
before the administrative boards and commissions have concerned only matters 
of interpretation and construction. In the present instance they take no issue 
with the Social Security Board, the Bureau of Internal Revenue, or any other 
governmental agency in matters of fundamental policy.” 

In his oral remarks before the Ways and Means Committee, Mr. Hogg empha- 
siz°d (p. 1559) that “We have never taken issue with the Social Security Board 
or any part of this great social-security program. 

Concerning war-risk insurance in World War I, the record indicates some 
divergenee of opinion and attitude among life-insurance men. At the outset, a 
eooperative spirit prevailed, and Secretary McAdoo appointed an advisory com- 
mittee of 12 insurance officers headed by George E. Ide, then president of the 
Home Life Insurance Co., to consult on the proposed legislation. Later, “though 
there was no concerted opposition to the bill on the basis of any selfish motives 
on the part of life-insurance companies, nevertheless it was obvious that many 
insurance men were convinced that if the bill were enacted into law the Federal 
Government would be in the insurance business many years,” according to the 
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American Life Convention: A Study in the History of Life Insurance (p. 501). 
Nevertheless, Mr. Ide testified, in part, before the subcommittee on H. R. 5728 of 
the Senate Finance Committee on September 18, 1917 (p. 14): 

“I wish to reiterate now the statement which has been made in all of our 
previous reports that our committee is keenly desirous of seeing this measure 
passed. We believe some such measure is due to the soldiers and sailors. We be- 
lieve it is the patriotic duty of the Nation to provide, and to provide in advance, 
for the vicissitudes of war so that the fighting man may go to the front with a 
clear conviction that the Nation is to stand behind him, protecting him and his de- 
pendents against the fearful risk he is undertaking from a patriotic sense of duty. 
The patriotism of the insurance men of the country is no less, because in this 
discussion we have not indulged in glittering generalities nor allowed our sober 
judgment to be blinded to the necessity of doing all we can to make this bill clear 
in its intention and fair in its operation.” 

Following the war, private companies cooperated with the Government in 
“urging veterans to keep their Government insurance,” stated Leroy A. Lincoln, 
then vice president and general counsel of the Metropolitan Life Insurance Co., 
in an address on February 2, 1935. 

In World War II, national service life insurance came into being through an 
amendment in conference committee to the Second Revenue Act of 1940. “The 
conferees,” states the American Life Convention (p. 879), “had not consulted 
with non-Government insurance experts but only with officials of the Veterans’ 
Administration.” Although the life-insurance companies had not been consulted, 
it is added, national service life insurance “was accepted by them with little 
discussion or criticism.” Later, at the meeting of the board of directors of the 
Life Insurance Association of America on October 27, 1944, the following resolu- 
tion was adopted without dissenting vote: 

“Whereas national service life insurance has been the means of providing a 
significant portion of the financial estate left to dependent heirs of many of those 
of our Armed Forces who have given their lives in fighting for our Nation; and 

“Whereas those in our Armed Forces who survive the conflict will still face the 
uncertainties of life and therefvre need for their actual and potential dependents 
the financial protection which only life insurance can provide; and 

“Whereas, in the act of the Congress setting up national service life insurance 
it is provided that all administration expenses shall be paid by, and certain 
valuable guaranties shall be assumed by, the Government: Now, therefore, be it 

“Resolved, That the Life Insurance Association of America recommends to all 
private life-insurance company managements that they cooperate wholeheartedly 
with the Veterans’ Administration of the United States Government i nthe con- 
servation of the life insurance issued under the National Service Life Insurance 
Act.” 

A similar resolution was adopted by the American Life Convention. Pursuant 
to the resolutions, life-insurance companies and their field representatives en- 
gaged in numerous activities toward the conservation of national service life 


insurance. 

Mr. Foranp. Mr. Faulkner, you may proceed with your statement. 

Mr. Fauixner. Thank you, Mr. Chairman and gentlemen. 

My name is E. J. Faulkner. I am president of Woodmen Accident 
& Life Co., of Lincoln, Nebr. 

I appreciate the comment by Congressman Keogh, but I am also 
reminded that frequently an expert is just a boy from out of town. 

I appear today in behalf of the Health Insurance Association of 
America, an association of 264 insurers engaged wholly or in part in 
providing voluntary health insurance. Our member companies under- 
write in excess of 80 percent of the voluntary health insurance in 
force in insurance companies in the United States and Canada. 

This statement is directed to the hospital, medical, nursing home, 
and dental care eae of H. R. 9467 and similar pending pills in- 
cluding benefits for health care. 

As to the other provisions of such bills we concur in the statement 
presented by Mr. Miller. The health care benefits proposed by H. R. 
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9467 would pay for up to 120 days per year of hospital and/or nurs- 
ing home care and surgical services including oral surgery for those 
who are currently eligible to receive OASDI benefits and their de- 
pendents whether or not they are actually receiving such benefits. 

We are opposed, gentlemen, to the enactment of H. R. 9467 and 
similar measures for the following principal reasons: 

1. The benefits proposed constitute a radical departure from the 
established concepts of the social-security system, a departure that 
would seriously jeopardize the system ; 

2. The proposal Pails to alleviate the only real problem, that of the 
presently aged who either are indigent or can become so when con- 
fronted with unexpected health care costs; 

3. The denen wedi levy a heavy, new, and unnecessary tax on 
our already overburdened taxpayers; and 

4. The American system of voluntary health insurance is rapidly 
providing nearly every element of our society including the aged with 
the means of meeting necessary health care costs and should not be 
hampered or destroyed. 

As originally conceived and as maintained despite extensive amend- 
ments, the purpose of the Social Security Act is to pay basic retire- 
ment benefits in cash to supply a floor of protection for our senior 
citizens without depriving them of the sense of personal responsibility 
upon which human dignity depends. 

The act seeks to provide encouragement to supplement OASDI 
payments by individual thrift and to contribute to national produc- 
tivity because of reasonable work incentives. 

The OASDI recipient has never yet been deprived of his right to 
ene freely and for himself how to spend his social-security 

enefit. 

In violation of this concept, the health care provisions of H. R. 9467 
are a radical and dangerous departure. They postulate that the 
social security system be used to supply services rather than cash in- 
come for OASDI recipients and their dependents. This would be 
accomplished by direct payment for covered health-care services, not 
to the OASDI Geublibiare but to the provider of such services. 

This change in the role of social security raises important and 

serious questions. 
' First, do we no longer believe that the individual is capable of 
budgeting his income or allocating his resources to meet the several 
necessities of life including payment for health care or insurance to 
provide for it? 

Second, if we feel that the OASDI recipient is incompetent in the 
health-care field, would we not also be justified in concluding that 
he is equally deficient in his ability to budget for food, clothing, and 
shelter and that the social security system should do this for him? 

Voluntary insurers have not opposed payment of floor-of-protection 
cash retirement benefits by the Social Security System. Such pay- 
ments have helped preserve rather than vitiate the freedom, inde- 
pendence, and responsibility of the individual for managing his own 
affairs. 

H. R. 9467 if adopted would be an irrevocable first step in the de- 
struction of these individual liberties and would subvert a sound, 
fundamental concept of social security. 
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Since evidence is lacking that any American, aged or otherwise, 
who has needed and actually sought health care has been denied it, 
we must conclude that the intended purpose of H. R. 9467 and similar 
bills is to ease the problem of those senior citizens who cannot pay for 
needed health care services, at least not without great difficulty. 

While available information precludes precise segregation of these 
people, it is reasonable to assume that the majority of Americans over 
age 65 are not included among them. Many people age 65 or older 
are receiving in addition to or independent of OASDI benefits, pen- 
sions from previous employment, income from investments, from an- 
nuities, and from individual or group life and health insurance pol- 
icies, 

Many have accumulated savings, own their homes free of mortgage, 
or have other assets. 

Recent studies of the Social Security Administration show that an 
estimated 28 percent of persons age 65 or older have income from 
employment. 

From these facts it is obvious that 2 substantial number of our 
senior citizens have some means from which to meet health-care costs. 

On the other hand, we know from Social Security Administration 
data that there will be approximately 5,400,000 men over age 65 and 
women over age 62 who will not be covered by or eligible to receive 
OASDI benefits as of Janu: ry 1959, this being generally one-third of 
all aged persons. 

It is doubtless some part of this group who are the aged men and 
women who experience the greatest difficulty in paying health-care 
costs. Yet H. R. 9467 and similar proposals would do nothing to ease 
their burden. 

These bills do not go to the heart of the real problem. They fail to 
define or to reach those who are in greatest need. Rather than the 
proposed measures, therefore, we urge Congress to consider favorably 
further and more adequate Federal financial participation for the 
benefit of the aged in the “vendor payments for medical care” program. 

This program, because it is restricted to persons qualifying for 

ublic assistance, will define and reach those aged who have the real 
Frealth care costs problem. It has the advantage and economy of 
matching State and Federal funds and of loca] administration on a 
needs and means test basis. 

As would not be the case with an additional permanent and con- 
stantly more expensive program, improvement of medical vendor pay- 
ments for the aged indigent can be flexible, subject to contraction and 
elimination as the proportion of aged people with health care cost 
problems diminishes over the years because of the expansion and per- 
fection of voluntary insurance. 

Not only does H. R. 9467 miss the mark, as just suggested, but its 
proposals fail to recognize that much expense, often and erroneously 
considered a part of ‘the health-care costs of the aged, is in reality 
simply living expense. 

For example, the housing commissioner of the State of New York 
recently pointed out that insufficient housing for the aged is keepin 
many older people confined to hospitals even though they do not nee 
constant medical care. 
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He estimates that 20 percent of hospital confinement of older people 
could be eliminated if adequate housing were available for them. 

Other committees of the Congress have before them proposals to 
correct this type of problem. Many informed people today believe that 
much can be done to reduce the health-care costs of the aged by develop- 
ing sufficient but less expensive facilities and techniques for their treat- 
ment. 

Wide use of ambulatory or self-service hospital care and better use 
of trained practical nurses both in and out of the hospital would result 
in substantial savings. 

KEnactment of H. R. 9467 would discourage sorely needed experi- 
mentation and development to cut the costs of health care now being 
studied and undertaken by Government agencies, professional groups, 
and private institutions, 

As a supplement, Mr. Chairman, appendix I to this statement, I am 
filing detailed actuarial estimates of the costs of the health-care bene- 
fits proposed by H. R. 9467. It is submitted in behalf of the Health 
Insurance Association of America, the American Life Convention, and 
the Life Insurance Association of America.. I will only summarize 
the estimates here. 

Mr. Foranp. They compiled the information. What is the source? 

Mr. Fau_Kner. It was compiled by the staffs of these organizations. 

Assuming an effective date of January 1, 1959, for commencement 
of payments, we estimate the first-year cost of the proposed hospital 
benefits would be $1,370,300,000; surgical benefits $228,371,000; and 
nursing home care $513,929,000 ; for a total of $2,112,600,000. 

Using these first-year costs as a base, our actuaries have projected 
the costs for future years. For hospital benefits, their conservative 
estimate is a 4-percent increase each year 1960 to 1964 inclusive, 3 per- 
cent per year 1965-69 inclusive, 2 percent per year 1970-74 inclusive, 
and 1 percent per year 1975-79 inclusive. 

Surgical costs are estimated to increase 2 percent per year for 10 
years. Nursing home care costs are calculated to triple in the next 
decade. All of these estimates exclude any future increase in the 
general cost of living which would be a further addition to the expense 
of these benefits. 

On page 8, appendix I, there is presented a computation establish- 
ing that the level premium cost of the health-care benefits of H. R. 
9467 amounts to 3.025 percent of taxable payroll. This cost is many 
times greater than the 1 percent of taxable payroll increase in social- 
security taxes proposed by the bill to provide these benefits and all of 
the other benefits of the bill. 

Obviously, were the, bill enacted, the initial tax increase would have 
to be larger than the bill provides. The level premium cost of presently 
provided social-security benefits is 8.25 percent of taxable payroll. 

Cost of H. R. 9467 health-care benefits would push the total neces- 
sary payroll tax expressed on a level-premium basis to 11.275 percent, 
a 37-percent increase. 

And this would be but a beginning, because there would be con- 
tinuing proposals for extension of health-care benefits culminating, 
probably, in an all-inclusive compulsory health-insurance system. 
This could easily mean that the American worker and his employer 
would be taxed to the extent of 20 percent of payroll for social bene- 
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fits. Such a taxload could well grind down our wage earners and 
crush the American private-enterprise economy. 

We urge, “Let us not be blind to the experience of others.” Al- 
though not entirely analogous to what is here proposed, the history 
of the Provincial hospital plan in Saskatchewan is ample justification 
for estimates that the cost of health-care benefits of H. R. 9467 will be 
very high. Saskatchewan has had a compulsory hospital-insurance 
plan since January 1, 1947. 

After 1 year of operation, it was discovered that original forecasts 
of cost were about 50 percent too low. Those costs have continued 
to grow and, in 1957, accounted for 23 percent of the total net general 
expenditure of the Saskatchewan Provincial government. 

It is notable that all health and social-welfare expenses, including 
hospital care, amounted in that year to 41 percent of the total net 
general expense of the Province. 

Because there is an absolute limit to the amount of taxes that gov- 
ernment can extract from its citizens, it is patent that the high cost 
of such social-benefit schemes can be met, if at all, only at the expense 
of adequate provision for defense, education, highway construction, 
and scores of other needed public services. 

A major reason why any compulsory health-care scheme develops 
costs substantially greater than voluntary systems is overutilization 
of the benefits and facilities provided. Appendix IT to this statement 
presents certain data about compulsory Ganafiten plans. 

Table A contracts hospital utilization in the United States and in 
Saskatchewan during 1956. The average number of days of hospitali- 
zation per capita is twice as great in Saskatchewan as in the United 
States because, under their compulsory scheme, people go to the 
hospital about twice as often and stay there longer. 

Great Britain has had an equally deplorable experience with its 
national health plan, as is evidenced by the shocking difference be- 
tween the original estimate of ultimate cost of £130 million per year 
and the current such estimate which is £690 million per year. 

These costs have skyrocketed, even though original benefits have 
been curtailed, some charges to patients have been initiated, and no 
funds have been available for hospital construction. 

Thus, even though our conservative actuarial estimate of the costs 
of H. R. 9467 is many times greater than its proponents claim, it is 
probable that this estimate understates the seemingly inevitable im- 
see of progressively greater overutilization and expansion of bene- 

ts implicit in any compulsory health-care plan. We believe that it 
is not morally defensible for this generation, seeking to ease a 
temporary problem, to saddle a crushing tax on our children, who 
must be tomorrow’s taxpayers. 

It is unnecessary for Congress, thus, to mortgage the future of 
Americans as a free people. The problems of financing health-care 
costs are being solved by private enterprise. Less than 20 years ago, 
voluntary health insurance was relatively unknown to most Americans. 
Today, according to the Health Insurance Council, 123 million people 
in the United States have some form of health insurance. 

Last year, voluntary health insurers paid $4,200 million in benefits. 
This insurance is written in many forms and by various types of in- 
surers. These include insurance companies, service plans like Blue 
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Cross and Blue Shield, group medical practice plans operating on a 
prepayment basis, plans that are self-administered by employers, labor 
unions, fraternal societies, and rural health cooperatives. 

Coverage is provided on an individual, family, association, and 
group basis. 

Each type of insurer has its distinctive approach, ees the 
buyer of insurance the opportunity to choose the kind of plan best 
suited to his needs and ability to buy. 

Keen competition among insurers has spurred experimentation to 
devise new and better benefits. Competition has made voluntary 
insurers responsive to changing needs, which is important when pro- 
tecting against so volatile a hazard as that of health-care costs. 

We of the voluntary health-insurance business are proud that our 
institutions are making so considerable a contribution to the public 
good. Weare confident that we can continue to improve the coverage 
of our insurance and extend it to even greater numbers of people. 

But what has been done and what are we doing to provide health 
insurance for our senior citizens? In the relatively few years since 
their special problems became of concern, outstanding progress has 
been made in meeting their health-insurance needs. 

Experience with their risk is accumulating daily. Competition has 
sparked the development of many methods for extending insurance 
to older people. Some of these approaches were unheard of even 5 
years ago. The seven principle methods are: 

1. Continuation of insurance on older active workers under group 
insurance plans. 

2. Continuation of group insurance on workers who retire and their 
dependents. 

8. Continuation on an individual-policy basis of coverage originally 
provided by group insurance, this being accomplished by conversion 
of the group coverage on termination of employment or membership 
in the insured group. 

4. New issuance of group insurance on such groups of older people 
as associations of retired persons or employees, retired teachers and 
civil servants, and golden-age clubs. 

5. Continuation into the later years of individual insurance pur- 
chased at the younger ages. 

6. New issuance of individual insurance at advanced ages. 

7. Issuance of insurance that becomes paid up at age 65, thus en- 
abling the policyholder to pay for his protection during his produc- 
tive years. 

These methods are explained in greater detail in appendix ITI, 
filed with this statement. 

In addition to these approaches of insurance companies, other ty 
of health insurers are making valuable contributions to the extension 
of health-insurance protection to aged people. 

The number of older people having some form of health insurance 
today is not known precisely. Estimates derived from many studies 
based on different samples vary, but all confirm that excellent prog- 
ress is being made. 

We believe that at least 40 percent of persons over 65 now have 
some health-insurance coverage, although a study in Michigan indi- 
cated the insured proportion of the aged in that State to be 86 percent. 
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Since about 18 percent of the aged are public-welfare recipients 
under the federally aided public-assistance program and, as such, 
eligible to receive health care, since some do not need or want health 
insurance and others are institutionalized or receive care from the 
Veterans’ Administration or local public or private agencies, the 
already achieved expansion of health insurance to so large a propor- 
tion of the aged population in just a few years’ time is a : remarkable 
accomplishment. 

Today’s aged did not know the value of voluntary health insurance 
in their younger years, but their children know it and accept it as 
sound and necessary. 

This generation will see to it that their voluntary health insurance 
protection is maintained in their years beyond retirement. T hus, 
with respect to the future aged, the proportion insured will continue 
to grow and the uninsured problem of the aged to decline. 

A system so vital, progressive, and widespread as voluntary health 
insurance should not be impaired or destroyed. Already the main- 
stay of the vast majority of Americans for meeting he: ilth care costs, 
its ‘potential for solving the remaining problems of financi ing health 
care is very great. 

However, as Mr. Miller explained in his statement, the voluntary 
system and a compulsory health scheme cannot coexist. Nor can one 
be superimposed on the other. If people are compelled to pay taxes to 
support a Government health care program, as proposed in H. R. 
9467, our uniquely successful and advantageous system of voluntary 
health insurance will be supplanted by an inflexible, cumbersome, ex- 
pensive, and inferior system of State medicine and compulsory health 
insurance. 

We express to your our firm and complete opposition to H. R. 9467 
and similar bills proposing socialization of the provision and financ- 
ing of health care because— 

(1) Such measures if enacted would impair if not destroy the 
present social-security system ; 

(2) They would fail to alleviate the only real problem, that 
of the presently aged who require assistance to meet their health 
care costs; 

(3) Such proposals would impose new, uncertain, growing, and 
crushing burdens on an already heavily taxed citizenry; and 

(4) Such measures are unnecessary because voluntary health 
insurance has the capacity to provide the aged as well as other 

segments of our population with a sound and economical means of 
paying health care expenses. 

In the best interests of the American people, we ask you to vote 
against these proposals. 

(The information referred to follows :) 


APPENDIXES 


IN Ene WITH STATEMENT ON PROPOSED SocraAL SEcurITY AMENDMENTS 
BY E. J. FAULKNER, HEALTH INSURANCE ASSOCIATION OF AMERICA 


APPENDIx I. Cost ESTIMATES RELATIVE TO MepIcAt CARE ProvISIONS oF H. R. 
9467, FoRAND BILL 


The American Life Convention, the Health Insurance Association of America, 
and the Life Insurance Association of America have carefully reviewed the 
medical care provisions of H. R. 9467 and the various estimates of probable 
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cost that have been published to date. Because it was apparent that these esti- 
mates were based on inadequate data and overlooked some important refinements, 
the associations have prepared what is believed to be more realistic estimates 
derived from materia! available to the insurance industry. 

H. R. 9467 provides that all OASDI eligible aged and mothers and children shall 
be entitled, in any one year, to the following medical care benefits (payable from 
OASDI funds) : 

(a) 60 days of hospitalization, except in a tuberculosis or mental hospital ; 
(b) 120 days of care in a skilled nursing home less the amount of time 
spent in hospital prior to transfer to the nursing home; and 
(c) Payment for surgical procedures, other than elective surgery. 
The cost estimates are presented in three parts: 
(a) Cost estimate for 1959; 
(b) Cost estimates for years subsequent to 1959 ; and 
(c) Level premium costs. 


COST ESTIMATE FOR 1959 


Basic to any study of the costs of providing the medical care benefits under 
H. R. 9467 is the derivation of the following: 

(a) Frequency of hospitalization, average duration of confinement, and 
the average per diem hospital charge ; 

(b) Frequency of surgery and average cost of surgical procedures; and 

(c) Frequency of skilled nursing home care, average length of stay per 
confinement in a nursing home, and the average per diem nursing home 
charge. 


Frequency of hospitalization and average duration of confinement 


There have been a number of surveys conducted among the aged population 
in an attempt to determine the extent of their hospital utilization. Most of these 
studies suffer from the same essential weakness. The results were cbhtained 
by means of household interview and, as such, are dependent on subjective 
factors like memory and are subject to sampling error. Frequencies and dura- 
tions derived from such household interview studies were used by the Division 
of Program Research in developing the Social Security Administration's pre- 
liminary cost estimates.’ 

The most meaningful data with respect to hospital utilization are those ob- 
tainable from actual claim experience. Although insured lives statistics are not 
entirely typical of what would result from a proposal such as H. R. 9467, they 
do provide the best basis from which to derive expected utilization. 

The three asscciations have obtained from a representative group of insurers, 
hospital utilization rates, by age and sex, average durations of stay and days 
per capita per year. These statistics are presented in the attached table 1 for 
ages 60 and over. 

The American Hospital Association indicates that the average per diem charge 
in nongovernmental short-term general and special hospitals was $24.15 in 19562 
Inasmuch as it has been estimated that hospital costs will continue to rise about 
5 percent per year for the foreseeable future* the per diem charge during 1959 
should approximate $27. Application of this charge to the days per capita per 
annum provides a measure of the hospital costs per person per year. (See 
table 1.) 

The estimated population of the various OASDI groups eligible for benefits 
under H. R. 9467, i. e., aged, younger widows, and dependent children have been 
made available by the Department of Health, Education, and Welfare. Appli- 
cation of the utilization factors develeped in table I to the OASDIT populations as 
furnished, vields the annual cost of hospitalization for the OASDI population 
for 1959 (see table 2). 

It should be noted that the total presented in table 2 ($996,582.000) is exclusive 
of administrative costs and the extrautilization which will take place under 
the proposal. Under the proposed governmental plan the element of coinsurance 
is nonexistent and the absence of selection would work against the plan. It 


1 Basie Costs Calenlations Relating to Proposals to Provide Hospitalization and Other 
Medien! Care Services to OASDI Beneficiaries, Division of Program Research. Social 
Security Administration, U. S. Department of Health, Education, and Welfare, January 20, 
1958. 

* Hospitals, Journal of the American Hospital Association, Guide Issue, pt. 2, August 1, 
1957. 
® Hospitals, Journal of the American Hospital Association, April 1956. 
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Since about 18 percent of the aged are public-welfare recipients 
under the federally aided public-assistance program and, as such, 
eligible to receive health care, since some do not need or want health 
insurance and others are institutionalized or receive care from the 
Veterans’ Administration or local public or private agencies, the 
already achieved expansion of health i insurance to so large a propor- 
tion of the aged population in just a few years’ time is a : remarkable 
accomplishment. 

Today’s aged did not know the value of voluntary health insurance 
in their younger years, but their children know it and accept it as 
sound and necessary. 

This generation will see to it that their voluntary health insurance 
protection is maintained in their years beyond retirement. Thus, 
with respect to the future aged, the proportion insured will continue 
to grow and the uninsured pr roblem of the aged to decline. 

A system so vital, progressive, and widespread as voluntary health 
insurance should not be impaired or destroyed. Already the main- 
stay of the vast majority of Americans for meeting health care costs, 
its potential for savin the remaining problems of financing health 
care is very great. 

However, as Mr. Miller explained in his statement, the voluntary 
system and a compulsory health scheme cannot coexist. Nor can one 
be superimposed on the other. If people are compelled to pay taxes to 
support a Government health care program, as proposed in H. R. 
9467, our uniquely successful and advantageous system of voluntary 
health insurance will be supplanted by an inflexible, cumbersome, ex- 
pensive, and inferior system of State medicine and compulsory health 
insurance. 

We express to your our firm and complete opposition to H. R. 9467 
and similar bills proposing socialization of the provision and financ- 
ing of health care because— 

(1) Such measures if enacted would impair if not destroy the 
present social-security system ; 

(2) They would fail to alleviate the only real problem, that 
of the presently aged who require assistance to meet their health 
care costs ; 

(3) Such proposals would impose new, uncertain, growing, and 
crushing burdens on an already heavily taxed citizenry ; and 

(4) Such measures are unnecessary because voluntary health 
insurance has the capacity to provide the aged as well as other 
segments of our population with a sound and ‘economical means of 
paying health care expenses. 

In the best interests of the American people, we ask you to vote 
against these proposals. 

(The information referred to follows :) 


APPENDIXES 


In CONNECTION WITH STATEMENT ON PROPOSED Socrat SkEcurITY AMENDMENTS 
BY E. J. FAULKNER, HEALTH INSURANCE ASSOCIATION OF AMERICA 


APpPENDIx I. Cost ESTIMATES RELATIVE TO MepIcaAn CARE Provisions or H. R. 
9467, FoRAND BILL 


The American Life Convention, the Health Insurance Association of America, 
and the Life Insurance Association of America have carefully reviewed the 
medical care provisions of H. R. 9467 and the various estimates of probable 
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cost that have been published to date. Because it was apparent that these esti- 
mates were based on inadequate data and overlooked some important refinements, 
the associations have prepared what is believed to be more realistic estimates 
derived from material available to the insurance industry. 

H. Rh. 9467 provides that all OASDI eligible aged and mothers and children shall 
be entitled, in any one year, to the following medical care benefits (payable from 
OASDI funds) : 

(a) 60 days of hospitalization, except in a tuberculosis or mental hospital ; 
(bd) 120 days of care in a skilled nursing home less the amount of time 
spent in hospital prior to transfer to the nursing home ; and 
(c) Payment for surgical procedures, other than elective surgery. 
The cost estimates are presented in three parts: 
(a) Cost estimate for 1959; 
(b) Cost estimates for years subsequent to 1959 ; and 
(c) Level premium costs. 


COST ESTIMATE FOR 1959 


Basie to any study of the costs of providing the medical care benefits under 

H. R. 9467 is the derivation of the following: 
(a) Frequency of hospitalization, average duration of confinement, and 
the average per diem hospital charge ; 
(b) Frequency of surgery and average cost of surgical procedures; and 
(c) Frequency of skilled nursing home care, average length of stay per 
confinement in a nursing home, and the average per diem nursing home 
charge. 
Frequency of hospitalization and average duration of confinement 

There have been a number of surveys conducted among the aged population 
in an attempt to determine the extent of their hospital utilization. Most of these 
studies suffer from the same essential weakness. The results were cbtained 
by means of household interview and, as such, are dependent on subjective 
factors like memory and are subject to sampling error. I'requencies and dura- 
tions derived from such household interview studies were used by the Division 
of Program Research in developing the Social Security Administration’s pre- 
liminary cost estimates.’ 

The most meaningful data with respect to hospital utilization are those ob- 
tainable from actual claim experience. Although insured lives statistics are not 
entirely typical of what would result from a proposal such as H. R. 9467, they 
do provide the best basis from which to derive expected utilization. 

The three asscciations have obtained from a representative group of insurers, 
hospital utilization rates, by age and sex, average durations of stay and days 
per capita per year. These statistics are presented in the attached table 1 for 
ages 60 and over. 

The American Hospital Association indicates that the average per diem charge 
in nongovernmental short-term general and special hospitals was $24.15 in 1956. 
Inasmuch as it has been estimated that hospital costs will continue to rise about 
5 percent per year for the foreseeable future* the per diem charge during 1959 
should approximate $27. Application of this charge to the days per capita per 
annum provides a measure of the hospital costs per person per year. (See 
table 1.) 

The estimated population of the various OASDI groups eligible for benefits 
under H. R. 9467, i. e., aged, younger widows, and dependent children have been 
made available by the Department of Health, Education, and Welfare. Appli- 
cation of the utilization factors developed in table I to the OASDI populations as 
furnished, yields the annual cost of hospitalization for the OASDI population 
for 1959 (see table 2). 

It should be noted that the total presented in table 2 ($996,582.000) is exclusive 
of administrative costs and the extrautilization which will take place under 
the proposal. Under the proposed governmental plan the element of coinsurance 
is nonexistent and the absence of selection would work against the plan. It 


1 Basic Costs Calenlations Relating to Proposals to Provide Hospitalization and Other 
Medien! Care Services to OASDI Beneficiaries, Division of Program Research, Social 
Security Administration, U. S. Department of Health, Education, and Welfare, January 20, 
1958. 

* Hospitals, Journal of the American Hospital Association, Guide Issue, pt. 2, August 1, 
1957. 

® Hospitals, Journal of the American Hospital Association, April 1956. 
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should be expected that people will tend to make full use of facilities that are 
free. 

Although the Saskatchewan Hospital Services Plan may not be strictly 
analogous, the increase in utilization which has taken place under that plan 
may be an indication of what can be expected in terms of extrautilization. 
During a period from 1947-52, for example, days of hospital care per capita per 
annum under that plan for persons aged 60 and over increased from 3.3 to 4.6 or 
by 40 percent.* There is every reason to suggest that a similar pattern will develop 
with respect to the OASDI population under the provisions of H. R. 9467. 

The Department of Health, Education, and Welfare estimates that extrautiliza- 
tion will amount to 25 percent during the first year of operation of the proposed 
plan.® In light of the Saskatchewan experience, it is felt that this is a con- 
servative, but reliable, estimate for the first year. Application of this rate to the 
insured lives data (see table 2) produces a cost of $1,245,728,000. 

Every insurance plan, governmental or voluntary, has to be administered. 
There have been estimates to the effect that administrative costs under the 
Forand proposal would be in the neighborhood of 5 percent.’ It is felt that 
that such an estimate is too low. The cost of administering the medica! care 
provisions of the OAA program, for example, have been running at 12 percent,° 
and for 1956, the administrative costs of Blue Cross were approximately 7 percent 
and of Blue Shield about 12 percent of claim payments.’ It is suggested therefore, 
that administrative costs of the program outlined by H. R. 9467 will be approxi- 
mately 10 percent. 

It is the qualified estimate of the associations therefore, that the cost of 
the hospitalization provisions of H. R. 9467, during 1959, would be $1,370,300,000, 


Frequency of surgery and average cost of surgical procedures 


The preliminary estimates of surgical costs prepared by the Division of Pro- 
gram Research® were again based primarily on the household-interview tech- 
nique. The data were neither as current nor as extensive as that available from 
insurance-industry experience and suffered from the inherent unreliability of that 
approach. 

As in the instance of hospitalization, the associations obtained insurance 
data on the incidence of and charges for surgery, by age and sex. These sta- 
tistics do not vary sufficiently after age 60 to warrant the construction of a 
table however. On the average, for ages 60 and over for both sexes, surgical 
eosts for insured lives amount to $14.85 per person per year. Similar cost data 
per capita per year were obtained for the other pertinent OASDI-age groups as 
indicated in the attached table 8. 

It should again be noted that the total 1959 costs for surgery depicted in 
table 3 ($197,724,000) are exclusive of extra utilization and administration. 
There will probably be some extrautilization of surgery despite the fact that 
obviously elective procedures are excluded under the provisions of H. R. 9467. 
On a conservative basis, therefore, it is estimated that there will be an addi- 
tional utilization of 5 percent (or one-fifth the extrautilization of hospitaliza- 
tion). This cost, coupled with the administrative costs of 10 percent, produces 
a first-year estimate for the surgical provisions of H. R. 9467 of $228,371,000. 


Frequency of nursing-home care and average length of stay 


There are no insured-lives data available with respect to nursing-home costs. 
A few Blue Cross plans have recently added nursing-home riders to their ex- 
tended benefits contract but this development is so new that creditable sta- 
tistics should not be obtainable for several years. For example, experience 
cited for the Delaware Blue Cross plan in HEW estimates* is based on but 30 
lives for a period of under 1 year. 

In the absence of a better basis, the general magnitude of first-year nursing- 
home costs under the provisions of H. R. 9467 may be estimated from studies 
conducted by the Public Health Service.’ According to these studies, there were 
260,000 skilled-nursing-home beds in the United States in 1954. There were an 
aditional 190,000 unskilled beds available. 


ee Report, Saskatchewan Hospital Services Plan, 1956. 


* American Medical Association, Special Report 85—7, November 18, 1957. 
7 Arcus Chart, 1957. 

8 Thid. 

* Public Health Monograph No. 46. 
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Of the 260,000 skilled beds available, 90 percent were occupied by persons 65 
years of age and older in 1954 or by 234,000 of the aged.” If it is assumed that 
about 81 percent of the aged are OASDI eligibles then 189,000 of these beds 
would be occupied by aged eligibles. Although this assumes 100 percent occu- 
pancy, the increase in number of skilled beds since 1954 will more than out- 
weigh any unused accommodations. 

In 1954, it cost about $178 a month to maintain a person in a skilled-nursing 
home.’ By 1959 this cost should have increased, as have all medical care and 
other living costs. If it is assumed that the increase has been at an annual 
rate of 3 percent—well below the rate of increase in hospital costs during recent 
years—then by 1959, the monthly per person cost in a skilled-nursing home 
should approximate $206 (about $7 per day or $2,472 per annum per bed). 

Because of the ease of qualifying for skilled-nursing-home benefits, and the 
availability of lower cost, unskilled beds for those whose benefits are exhausted 
in a particular year, it is apparent that virtually all the 189,000 beds would be 
a throughout the year by OASDI beneficiaries receiving nursing-home 
benefits. 

It should be noted that with 12,255,000 aged beneficiaries, the assumption in 
effect is that only 1% percent of these beneficiaries will be occupying skilled- 
nursing-home beds at any one time. At $2,472 per bed per year, the total costs of 
the skilled-nursing-home benefit of H. R. 9467 during 1959 would therefore ap- 
proximate $467,208,000 (189,000 x $2,472). Including the 10 percent adminis- 
trative costs would bring the total to $513,929,000. 

In summary, the associations estimate that, based on currently available data, 
the cost of the medical-care benefits of the tax-supported program envisioned by 
H. R. 9467 would in 1959 be as follows: 


Total 1959 costs 


{In thousands] 
Hospitalization : 


OE cmawisss sc Os en sis dns tegen nnd Oa inreeanin tans dieitnacanailia $1, 319, 810 
MOCROUS ~awacc Janus Jund.xd chien cdiennnanenbeiaeaainans 21, 347 
CI asters cise eats in saad cn teint alacant tiem ln Mik ataloal 29, 143 
TENN iscsi cacn~s thie weer ge a tahun tpipoenemalapenlattie deities aes 1, 370, 300 
Surgery: 
Aged _- iw me's ts acacia deaeaaiemaicai danni alain 210, 186 
UN Fo nt hes se sssrai/eanns Sa sentient <itagheasimnanibeiing: cans duis atid 7, 305 
CE onan oc mnnccncemn asian iaaaieneaieaiiaaa ieee 10, 880 
OE sass ticte amar civersnaisgintin erage eine 228, 371 
Nureies ome care: Aged. _..0caci siintwendeobuidbeomeiinentnn 513, 929 


CAI RE isin cnt ieeicsencc aed eae 2, 112, 600 
Thus, the first year costs would be no less than $2.1 billion. 


COST ESTIMATES FOR YEARS SUBSEQUENT TO 1959 


The discussion up to this point has been confined to the estimated cost of H. R. 
9467 during 1959. Many factors both inherent in the provisions of the bill and 
in the particular patterns and trends in medical care and medical economics 
would produce substantially higher costs in future years. This fact, which has an 
important impact on long-term costs, was not taken into account in the pre- 
liminary cost estimates prepared by the Division of Program Research.” The 
associations, after carefully considering these factors, have prepared the follow- 
ing estimates of the probable costs for years subsequent to 1959. 


Hospitalization 


For hospitalization costs, allowance was first made for the fact that hospital 
‘costs per bed per day are expected to increase faster than the overall cost of 
living for some years to come, as hospital payrolls are raised closer to the 
prevailing level in the community and as new equipment is added. The con- 
servative estimate was that these per diem costs would increase 2 percent per 
year for the next 5 years and 1 percent per year for the succeeding 10 years— 


30 Ibid. 








: 
; 
4 
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all in excess of any increase in the general cost of living. To allow for antici- 
pated increases in utilization as additional beds are added and as the aged more 
readily accept hospitalization, costs were estimated on the conservative assump- 
tion of a 2 percent increase per year for 10 years and 1 percent per year for 
the succeeding 10 years. Overall, therefore, the projections assumed a 4 percent 
increase each year for the first 5 years, 3 percent for the next 5 years, 2 percent 
for the next 5, and 1 percent per year for the next 5 years, which carries the 
projection to 1979. Costs during and after 1979 are assumed to increase no faster 
than the increase in the overall cost of living. 


Surgery 

For surgery, costs were increased 2 percent per year for 10 years to allow for 
increased utilization and the continuing development of new and costly surgical 
procedures. This too is in excess of any increase in the overall cost of living. 


Nursing homes 

For skilled-nursing-home care, allowance was made for the fact that the large 
number of unskilled-nursing-home beds now in existence could be easily con- 
verted to skilled beds should a Government benefit become available. In addi- 
tion, new skilled-nursing-home beds can be created rapidly and without heavy 
financial investment. This has been taking place in recent years as the result of 
encouragement from geriatricians and others for expanded nursing-home facili- 
ties. It was thought that, especially in the light of the number of existing un- 
skilled beds, the 1959 costs would triple in 10 years, in accordance with the fol- 
lowing scale: 


Cost of nursing-home benefit as percent of 1959 costs 


Year: Year: 
eal tee 140 Sd eek tia danreeerss Seated cv uleia second 250 
I ee a a 170 gee een de ile vicki age as Salen Senda 265 
fi IE 5) a a ieniaal ew eee er 
a a 220 a ee ee 
aa a 235 2000 ee OTE... «oo ens 300 


This projection assumes that even in 1959, less than 5 percent of the aged 
OASDI beneficiaries will be in skilled-nursing homes at any one time. 
The resulting costs per eligible person for each year 1959 and after are shown 
in the attached tables 4-6. 
LEVEL PREMIUM COSTS 


Presented below are estimates of the long-term costs of the benefits of H. R. 
9467 expressed as a percentage of payroll. 

The level premium costs based on the per capita costs developed by the asso- 
ciations have been computed based on intermediate cost assumptions (as to 
population, mortality, etc.), a 2.6 percent interest rate, with a $4,200 taxable 
limit—all in accordance with procedures developed by the Social Security 
Administration. 


Level-premium costs as percents of payroll for medical-care benefits using per 
person costs, intermediate cost estimate 


: = 
| srospitan- | Surgical Nursing Total 








zation | | home 
| | 
i 7 al 

IT a ccm leap ai | 1. 620 | 0. 200 1. 160 2.689 
CS ES PE ee ee 014 | . 004 |_-. cated .018 
enn MUNIN oda OS a ah ttedbinbiesnauncebbulot: | -021 | - 006 |------------| .C27 
| ze s Es > - <r 7 i : ac ae a 
BR is gates, ccdisece aaa en ks baakece eae 1. 655 | . 210 | 1.160 | 3.025 


As indicated above, the total cost of providing the medical care benefits con- 
tained in H. R. 9467 would amount to 3.025 percent of payroll on a level-premium 
basis. In view of the fact that the present social-security structure is based on 
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a level premium of 8.25% ™ of payroll, it will be observed that the estimated 
cost of the proposed legislation will add approximately 37 percent to long-term 
costs—in other words, increase it on a level premium basis from 8.25 percent 
to about 11.275 percent. 


TABLE 1.—-Utilization and cost of hospitalization—Based on insured lives 
OLC-HIAA-LIAA 1958 study 





Annual rate of | Average | Days per person Hospital costs per 
hospitalization | number of per year | person per year 2 
<i. stay days of ane ee ae 
Attained age covered con- 
finement | 
| Male | Female 60-day | Male Female | Male | Female 


benefit ! 


| 





i hes ree 0. 141 0. 154 13.0 | 1.8 2.0} $48.60! $54.00 
en eee. nt 145 . 156 13. 2 | 1.9 2.1 | 51.30 | 56. 70 
62... See ed . 148 . 158 13. 6 | 2.0 | 2.11 54.00 | 56. 70 
63- . : a 151 . 159 | 13.9 2.1 2.2 | 56. 70 | 59. 40 
64__- ’ a .153 | . 160 | 14.1 2.2 | 2.31 59.40 | 2.10 
gece ae . 156 | . 160 | 14.5 | 2.3 | 2.3] 62.10} 62. 10 
na SED i . 159 | .161 | 14.8 2. 4 | 2.4] 64.80 64. 80 
67... ; ; ; . 162 . 162 15.1 2.4 | 2.4| 64.80 64. 80 
Diacices ; asada . 164 . 164 | 15. 5 | 2.5 | 2.5 | 67.50 67. 50 
aaa us - 166 | « 166 | 15. 8 | 2.6 | 2.6 70. 20 | 70. 20 
70 7. . 168 . 168 16,2 2.7 271 72901 72. 90 
71 171 171 | 16.5 2.8 2.8| 75.60 | 75. 60 
72 a 173 .173 | 16.9 | 2.9 | 2.9} 78.30} 78. 30 
a... ; ci .176 | .176 | 17.3 | 3.0 3.0] 81.00] 81.00 
Th. Bah biases eessvniiacs .179 | .179 | 17.8 3.2 | 3.2 86. 40 86. 40 
75 : bo! sal . 182 | . 182 | 18.1 | 3.3 | 3.3 89. 10 89. 10 
76 oi . 186 . 186 | 18.5 | 3.4 | 3.4 91. 80 91. 80 
77... é ai .191 | .191 | 19.0 3.6 | 3.6 97. 20 97. 20 
7. ~aeeonet .196 | .196 | 19.5 | 3.8 | 3.8 102. 60 102. 60 
— ch ee . 203 | . 203 | 20. 1 | 4.1 4.1 110. 70 110. 70 
AS ee hosel ah] 211 | 20. 4 | 4.3 4.3 116. 10 116. 10 
81 : ; .218 .218 | 21.0 | 4.6 46) 124.20! 124.20 
cn era oeead . 225 | . 225 21.5 | 4.8 | 4.8 129.60 | 129.60 
aE ae lal colle . 231 | . 231 | 22.1 | 5.1 5.1 137. 70 137. 70 
oa a De . 236 . 236 | 22. 4 | 5.3 | 5.3 | 143.10 143. 10 
Wt usadods oul a eel 22.8 | 5.5 | 5.5 | 148.50 148. 5 
86_.. ee ey ae 246 | . 246 23. 4 | 5.8 5.8 156. 60 156, 60 
87 and over_...-- det iat . 250 | . 250 | 23.8 | 6.0 | 6.0 162. 00 162. 00 


1 Derived from 31-day and 120-day experiences appropriately adjusted to a 60-day plan. 

2 Based on an average charge of $27. According to the AHA, the average per diem charge in nongovern- 
ment?! short-term general and special hospitals was $24.15 in 1956. Currently this charge should approxi- 
mate $27. 





11The 18th Annual Report of the Board of Trustees of the Federal Old Age and Sur- 
vivorship Insurance Trust Fund and Federai Disability Trust Fund. 
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TaBLe 2.—Estimated annual cost of hospitalization of OASDI beneficiaries in 
1959, based on insured lives experience, ALC-HIAA-LIAA 1958 study 














Population ! Costs per person Annual costs 
per year 
Type of beneficiary iedlllnaaiicaicieiaagpalchtetisil <ceenmiatinebniasdaaiesanetpanainniaaittlaaaticin 
Males Females Males | Females Males Females 
Aged 

ee nircaentdGitiadtionnnnanceiaabeieal ID Nnccscenawn Boi ansten des $83, 160, 000 
SN iar a aceoesigtbdeseiaciemscapnaasaenictn 2, 375, 000 1, 970, 000 $64. 80 64. 80 | $153, 900,000 | 127, 656, 000 
ES ee ee 1, 685, 000 1, 410, 000 78. 30 78. 30 131, 936, 000 | 110, 403, 000 
FB OIE GUN nin ccé wcdennsicues 1, 300, 000 960,000 | 2116.10 | 2116.10 150, 930, 000 | 111, 456, 000 
ial id tia eenidlale RC LA PE ONO Fence cecctleneccsccee 436, 766, 000 | 432, 675, 000 

869, 411, 000 

3 959, 862, 000 

I BE ben ce ccctemelshunminbemiie’ a) 4 27.00 15, 525, 000 

ep acaceckecncookd 1, 570, 000 513. 50 21, 195, 000 

lacie hie ls dl ath terinsi oiealiienmhe miei waiiiahaiiiaianmatiain’ 996, 582, 000 


1 Actual population for the aged as of June 30, 1957. Estimated population for other OASDI groups as 
of Jan. 1, 1959. 

2 Age 80 assumed as average cost at ages 75 and over. 

? Adjusted to Jan. 1, 1959, based on increase in population between June 30, 1957 and Jan. 1, 1959, 

¢ Based on 1 day per person per year at a charge of $27 per day. 

* Based on 0.5 days per person per year at a charge of $27 per day. 


Tas_e 3.—Estimated annual cost of surgery of OASDI beneficiaries in 1959, 
based on insured lives eaperience—ALC-HIAA-LIAA 1958 study 











Population ! a ~ pope Annual coste 
Type of beneficiary a 
Males Females Males | Females 

nts ee ce ack eke miserwied 5, 360,000 | 5, 740,000 $14. 85 $14.85 | $79, 596,000 | $85, 240, 000 
164, 836, 000 
3 181, 979, 000 
I rac cndeidmshl amewinsnmames rr 411.00 6, 325, 000 
eR ikinicakittecbunewbuiee 1, 570, 000 5 6.00 9, 420, 000 
I lh ict ii a bia nin tai odie to thle Waa itt alts astite eincbdnite ist 197, 724, 000 


oe population for the aged as of June 30, 1957. Estimated population for other OASDI groups as 
of Jan. 1, 1959. 

2 Annual rate of surgery was 0.11 for both sexes at ages 62 and over. Average surgical charge at these ages, 
for both sexes, was $135. 

3 Adjusted to Jan. 1, 1959, based on increase in population between June 30, 1957, and Jan. 1, 1959, 

4 Based on ages 40 to 49 for females exclusive of maternity. 

'Based on ages under 18, 
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TABLE 4.—EHstimated cost per eligible aged person per year 














| | 
Year | Hospitali- Surgery Nursing Total 
zation home care 
| 
ON ooh nk eater cphnre censdeweenececadneceekoh tara $107. 70 | $17. 15 $41. 94 $166. 79 
Ss Jide ssi eannedovsds Ruthsd edeabaend awe’ 112.01 | 17. 49 58. 72 188. 22 
1961... -- jab nib nie ales a wan’ 116. 49 | 17. 84 71. 30 | 205. 63 
WG chs Seta : potions aepedamaall 121. 15 | 18. 20 | 83. 82 223. 23 
esau iadews a ann ‘ soosl 126. 00 18. 56 92. 27 236. 83 
a st : — oer 131. 04 18. 93 98. 56 248. 53 
Rates ma Gont iitine alleen 3 sais bites 134. 97 19. 31 104. 85 259. 13 
| Bate P ; : ea pin iol 139. 02 | 19. 70 111.14 269. 86 
PEE icidetee orc ‘ a sisivedikin ‘i 143. 19 | 20. 09 117. 43 280. 71 
 ——— eihoduuien ps piaieaihiieaiihieanieaeiasiiaas 147. 49 | 20. 49 121. 63 | 289. 61 
Pa aaianneh ‘ : sek setwaakecd onwdeul 151. 91 20. 90 125. 82 298. 63 
a al nena Seed ‘i | 154. 95 | 20. 90 125. 82 | 301. 67 
1971... <a ; saws saees ‘ate ‘ gn 158. 05 20. 90 125. 82 304. 77 
1972__- iieokels é ; siceana awed 161. 21 20. 90 125. 82 307. 93 
1973 ‘ ‘ ss ; suseeed aole Nn 164. 43 20. 90 125. 82 311.15 
1974 iad wns i ‘4 P “a | 167. 72 20. 90 125. 82 314. 44 
1975_- : cil a : ae | 169. 40 | 20. 90 125. 82 316. 12 
, Slee ‘ 4 son 171. 09 | 20. 90 125. 82 | 317. 81 
EE ies : ‘ : 3 172. 80 | 20. 90 125. 82 319. 52 
1978 ‘ 174. 53 | 20. 90 125. 82 321, 25 
1979 and after... se etal ae. Re aa 176. 28 | 20. 90 125. 82 323. 00 


Note.—The above costs include costs of administration and extrautilization as outlined in memorandum, 
They do not reflect any increase in the overall cost of living. 


TABLE 5.—Estimated cost per eligible mother per year 


| 
Year Hospitali-| Surgery Total Year Hospitali-| Surgery Total 

zation zation | | 

ad 
1959___. $37. 12 $12. 70 $49. 82 1970___. $53. 40 | $15. 47 $68. 87 
1960 38. 60 12. 95 51. 55 1971 = ‘ 54. 47 15. 47 69. 94 
1961. 40.14 13. 21 53. 35 1972... 55. 56 | 15. 47 71.03 
1962. 41.75 13. 47 55. 22 || 1973__.. 56. 67 | 15. 47 | 72. 14 
1963... 43. 42 13. 74 | 57.16 || 1974__.. 57. 80 | 15. 47 | 73, 27 
1964___. 45.16 | 14.01 | 59.17 || 1975_... 58. 38 | 15. 47 | 73. 85 
1965 46. 51 14, 29 60.80 |) 1976___. 58. 96 | 15.47 | 74. 43 
1966 47.91 | 14. 58 | 62.49 || 1977__.. ee 59.55 | 15. 47 75. 02 
1967. | 49. 35 14. 87 64, 22 1978_. | 60.15 | 15, 47 | 75. 62 
1968___- 50. 83 15.17 66.00 || 1979 and after __ | 60.75 | 15. 47 | 76, 22 

1969 52. 35 15. 47 67. 82 | | | 


Note.—The above costs include costs of administration and extrautilization as outlined in memorandum. 
They do not reflect any increase in the overall cost of living. 


TABLE 6.—LHstimated cost per eligible child per year 


Year Hospitali-| Surgery Total Year |Hospitali-| Surgery Total 

zation zation 

} | 
s é. A | rae aes 
SOD dun ctasccnscdy Ge $6. 93 $25.49 || 1970.......- -------| $26.69} $8.45 | $35.14 
1960 Sintasal 19. 30 7.07 | 26. 37 in onatncs kominn | 27. 22 | 8. 45 | 35. 67 
Dees Leocd 20. 07 7.21 | 27. 28 1972. , 27. 76 8.45 | 36. 21 
1962 20. 87 7. 35 | 28. 22 DO cthiadcvsebed 28. 32 | 8.45 36. 77 
1963... 21.70 7. 50 29. 20 1974. vite 28. 89 | 8.45 | 37.34 
1964... . 22. 57 7. 65 | EE 1 Swng pcan an 29.18 | 8. 45 37. 68 
1965... duit 23.25 | 7. 80 | 31.05 1976...... : 29. 47 | 8.45 | 37.92 
1966... eewhl 23. 95 7.96 | Sh Gh i Oe ences. 400 29. 76 | 8.45 38. 21 
ME sven vs | 24. 67 8.12 | 32. 79 =i cecal cian | 30. 06 8.45 38. 51 
1968... 2 | 25. 41 8. 28 | 33. 69 || 1979 and after_____- 30. 36 | 8. 45 38. 81 

1969... 26.17 | 8.45 34. 62 | 


Note.—The above costs include costs of administration and extrautilization as outlined in memorandum, 
They do not reflect any increase in the overall cost of living. 


28110—58 41 
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APPENDIX 1. THE HicH Cost or HOSPITALIZATION UNDER GOVERNMENT HEALTH 
CARE PLANS 


A comparison has been made of the 1956 hospital experience of the United 
States with that of Saskatchewan. The Saskatchewan Hospital Services Plan, 
which has been in operation since January 1, 1947, is a provincial government 
program of hospital care insurance for residents of the province. The following 
facts are of interest: 

TABLE A? 








United Saskatche- 
States | wan 
saan pi sas 2 bitin aint ———$___|—_____—__ 
ee ae ae 0.121 | 0. 202 
ey gE SS a eee | 8.8 | 10.4 
3. The average number of days of hospitalization per year per person (1) X (2) 1.07 | 2.10 
4. The number of persons out of 1,000 population that went to hospital for | 
ae ae wan wakavenneeupegseuon 55 59 
5. The number of persons out of 1,000 population that went to hospital for | 
| 


ale Ide ae eeikebebooseemane Gein iniabmthdesdmapivinain:s 66 | 143 
1 Source: Tables 1 and 2 of appendix. 


The above table clearly indicates that when hospitalization is controlled by 
the Government, the utilization rate is much higher, the stay in the hospital is 
longer with the result that the average number of days of hospitalization for 
each person in the population is twice as high in Saskatchewan as it is in the 
United States. It is significant that the proportion of the population who go to 
the hospital to have surgery performed is not much different in the United States 
and Saskatchewan. Where surgery is not required, the proportion of the popu- 
lation who go to the hospital is more than twice as large in Saskatchewan as it 
is in the United States. 

“In those provinces in Canada that have had provincial hospital plans, the 
number of beds per 1,000 of population is far in excess of other provinces. Yet 
in face of this, it is reported that in these provinces, with hospital plans, persons 
have to wait to get into a hospital whereas in the other provinces this has not 
been a problem. This indeed is a strange situation.” ? 

For the fiscal year ending March 31, 1958, the total health and social welfare 
cost as a percentage of all net general expenditures (exclusive of debt retirement), 
for the 3 Provinces in Canada which have in operation provincial hospital plans, 
is 41 percent for Saskatchewan, 29 percent for British Columbia, and 22 percent 
for Alberta.* In Saskatchewan 86 percent of the revenue required to run the 
public general hospitals was provided by the Province, in British Columbia it was 
78 percent and in Alberta it was 39 percent.* It can be seen from these figures that 
the cost of health and social welfare as a percentage of general expenditures 
(exclusive of debt retirement) is quite substantial. Other Provinces in Canada, 
and in particular Ontario, are embarking on a provincial hospital plan on January 
1, 1959. For Ontario the total health and social welfare cost as a percentage 
of all general expenditures (exclusive of debt retirement) for the fiscal year 
ending March 31, 1958, was only 16 percent, but this should increase sharply 
once their provincial hospital plan comes into being.* In the face of rising 
taxes and deficits in the budget the addition to the budget to provide for the 
cost of hospitalization will probably require reducing expenditures for education, 
highways, and other projects. 

The following experience for the year 1954 is a comparison between all of 
Canada and Saskatchewan. Saskatchewan has a provincial hospital plan. 
Only a relatively small number of Canadians were covered under a provincial 
hospital plan. 


2 Source: P. 12 of Financial Aspects of Health Insurance. 
4 


3 Source: Table 3 of appendix. 
*Source: Tables 40, 42, and 43 of Financial Aspects of Health Insurance. 
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| Canada! Saskatch- 
ewan? 
ARES DET TOOT OF DOTMTIREIUET. <n ce cacwsccccobobacstduscosdiedéndsceen 121 204 
Awetegs lene 01 Ce 1 CRG 55. de ke ls Sp tkdn cbnstitb a iaedscdécae 10.1 10.2 
Days of cate per 1060) of fepiation......... cccnctncddsncnstccsducccnmenakuseged | 1, 219 2, 084 


1 Source: Dominion Bureau of Statistics, Hospital Statistics, 
2 Source: 1954 Annual Report of the Saskatchewan Hospital Service Plan. 


Now that most of Canada wili be covered under Provincial hospital plans, it 
can be expected that overutilization will occur with the result that the overall 
Canadian experience will move toward that of Saskatchewan. With the expected 
clamor for admission to the hospitals it will be necessary to build many more 
hospitals, at a high cost. Thus, not only will the cost of running hospitals be 
greater but the cost of constructing hospitals to take care of overutilization 
must be provided. Of course, if only a relatively small number of new hospitals 
are constructed to take care of the normal increasing population then over- 
utilization cannot occur since overutilization can only occur if there is an excess 
number of beds per 1,000 of population. But if hospitals are not constructed 
there will be overcrowding of existing facilities simply because of the existence 
of free hospitalization. 

“When general hospital care is the only institutional service to be ‘insured,’ 
obviously a large proportion of the beneficiaries in the age and income categories 
receiving public assistance will be hospitalized and for long average periods of 
stay. Much of the care could be given in lower cost institutions or even at home 
and these other resources should be used so that the high-cost general hospitals 
will be reserved for those patients acutely in need of active treatment.” ° 

“The NHS (National Health Service of Great Britain) data represent very 
large figures even by today’s standards. Their order of magnitude can perhaps 
be best appreciated by consideration of Sir William Beveridge’s original estimates 
for the total cost to the Exchequer of £130 million (gross cost of £170 million 
less £40 million from insurance contributions). In other words, the 1957-58 
estimate of £690 million is nearly 24% times the Beveridge estimate, allowing for 
changes in population and prices since 1942.” ° 

“The financial histories of Government health care plans in Great Britain, 
British Columbia, and Saskatchewan suggest some important conclusions. 

“First, the initial costs uncer the plans were generally underestimated, in the 
British case by a very wide margin. 

“Second, once these plans were set up, their costs rose continuously and sharply, 
partly because of higher hospitalization rates and partly because of the increas- 
ing complexity and variety of medical treatment. This was true even in terms 
of constant dollars. 

“Third, it seems reasonable to infer that expenditures for publicly financed 
hospital care in British Columbia and Saskatchewan have tended to restrict at 
least to some extent the amount of resources available for services such as educa- 
tion, communications and other aids to economic development. Yet it is eco- 
nomic development, resulting in more wealth and more efficient production, 
which alone can make possible the continued expansion of welfare programs. 

“Fourth, the possibility that the Federal-Provincial plan would follow the 
same financial path raises serious questions about its economic feasibility. 
Moreover, the experience of the recent past may be only an inadequate indicator 
of the larger possibilities of the future, when medical science will have made 
more progress. 

“It is therefore essential that an assessment be undertaken—as realistically 
and accurately as possible—of the probable trends in the costs of any national 
hospital scheme. These costs must be judged in relation to other Government 
outlays, and to the capacity of the nation to carry them and still maintain its 
remarkable record of postwar economic expansion.” * 

“Provincial control of occupancy levels, as well as on the construction of hos 
pital beds, is considered necessary to prevent abuse of the insurance program.” * 


5 Source: P. 75 of Financial Aspects of Health Insurance. 

®*Source: P. 79 of Underwriting Canadian Health. 

‘Source: P. 86 of Underwriting Canadian Health. 

* Source: P. 11, 1957 Annual Report of the Saskatchewan Hospital Services Plan. 
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Where hospitals are run without Government intervention, either directly or 
indirectly, public-spirited citizens, especially wealthy ones, will be willing to 
make a substantial contribution in order to build and maintain hospital facilities. 
However, with Government interventions, there is a serious doubt as to whether 
this will continue and if it docs not it means that the burden will shift to the 
Government. 


HospItaL STATISTICS FOR THE FIscaAL YEAR ENDING SEPTEMBER 30, 1956 
(Source: August 1, 1957, Guide Issue, P. 2, Journal of the American Hospital 
Association ) 


The following statistics are in respect to non-Federal general and special 
hospitals. Not included are (a) non-Federal psychiatric hospitals, (b) non- 
Federal tuberculosis hospitals, and (c) all Federal hospitals. 

1. The average length of stay was 8.8 days. From table 1, page 355 
(424,650+ 63,436) (365) 178,151,390 

20,107 ,230+174,905 20,282,135 

2. The yearly admission rate per person was 0.121. From table 1, page 355 

(20,107,230+174,905) — 20,282,135 
167,259,000 167,259,000 — 

3. The average number of days of hospitalization per year per person was 

1.07 days. 


=8.8 days 


=.121 


Total number of patient-days per year from 1 above=178,151,390 _ 
Population during year from 2 above=167,259,000 ~ 

Also (8.8) X (.121) =1.07. 

4. Surgical procedures: The American Hospital Association did not include 
data or surgical procedures in its report for 1956. However, based on reports 
received by the American Medical Association from 4,246 hospitals in the 
general hospital field 45.2 percent of the admissions involved operative treat- 
ment. (This information from pp. HO-2 and HO-3 of the A. and 8. bulletins.) 
Assuming this percentage to be appropriate to 1956 data we find that out of 
the 121 per 1,000 persons that go to the hospital each year approximately 55 
will have surgery performed. (121X45.2=55.) 


=1.07 days 


HospPITaL STATISTICS FOR THE CALENDAR YEAR 


(From Annual Report of the Saskatchewan Hospital Services Plan, 1956) 


The following statistics are in respect to non-Federal general and special 
hospitals. Not included are (@) non-Federal psychiatric hospitals (b) non- 
Federal tuberculosis hospitals, and (c) all Federal hospitals. 

1. The average length of stay was 10.4 days (table XII, p. 15). 

2. The yearly admission rate per person was 0.202 (table X, p. 14). 

3. The average number of days of hospitalization per year per person was 
2.10 days. 

4. Surgical procedures: Out of the 202 persons of each 1,000 population that 
went to the hospital in 1956, 59 had surgery performed. 
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APPENDIX III. ExTENSION OF INSURANCE COVERAGE BEYOND AGE 65? 


Other indications of the increasing effectiveness of private voluntary health 
insurance can be found in the broadened underwriting concepts by which more 
persons have made available to them this form of protection against the cost of 


medical care. 
One of these broadened concepts, developed mainly in the past few years, is 


that of making more generally available to older aged and retired persons the 
benefits of insurance protection. The problem of paying the costs of medical 
care becomes more acute for those beyond age 65, since not only do the costs of 
medical care often increase in the later years, but income or means for the 
payment of such costs are sometimes reduced.” 


1 Voluntary Health Insurance and Medical Care, 5 Years of Progress, 1952-57, a mono- 
graph by J. F. Follman, Jr., published by the Health Insurance Association of America. 

2 Means other than health insurance for the payment of medical-care costs in the later 
years have been increasing rapidly in recent years. Savings and other accumulated assets 
are often available for medical-care costs. In addition to this, the National Bureau of 
Economic Research reports that reserves for public and private pension funds today are 
$70 billion compared with $6 billion in 1940. This present amount is 20 percent of the 
total annual income of all corporations, workers, owners, and farmers. More than half 
of the 15 million persons over age 65 are presently estimated to be drawing benefits from 
these programs, compared with 3 million in 1940. The Insurance Economics Society of 
America in a pamphlet, Economic Security, estimates that “the number of pension plans 
and the number of workers covered are now almost three times what they were in 1945.” 

Additionally, an estimated 28 percent of those 65 and over, including wives of earners, 
are presently estimated to have employment. (Estimated in Division of Program Research, 
Office of the Commissioner, Social Security Administration, U. S. Department of Health, 
Hducation, and Welfare, Social Security Bulletin, June 1957.) The percentages by sex are 
as follows: 


Total Men | Women 
rl a a laos cncpel ll cnadibasibinaie saaiinnel a, sheila 
Employment 27.7 35. 6 | 21.0 
Earners_. : 21.5 35. 6 9.4 
Earners’ wives not themselves employed_.._-.-- ate ; oe bsseskane -| 11.6 


The percentages of earners by age and sex were as follows in 1953 according to Economic 
Needs of Older People, by Corson and McConnell, the Twentieth Century Fund, 1956: 


Percent in labor force 
Age last cline 








Men Women 
hilt eh en cntieia Wabi he bbls bieins Rigi eek ewnkingsitwe_ened 57.1 16.0 
ii el nal ea edhe we di ag lt I el cra a il este alate 39. 6 7.6 
‘. 19.5 3.0 








See also Money Income Position of the Aged, 1948 to 1955, Lenore A. Epstein, Social 
Security Bulletin, April 1956 ; Employment and Economic Status of Older Men and Women, 
Bulletin No. 1213, U. S. Department of Labor; and Economic Status of the Aged, Steiner 
and Dorfman, University of California Press, 1957. 

A comment in the Life magazine 15 months’ survey of consumers’ buying habits released 
in December 1957 is of interest when it states: ‘‘It’s also true that the ‘senior citizens,’ the 
——- over 65, buy pretty much the same type of goods in the same proportions as every- 

y else buysthem.” (Source: Life Study of Consumer Expenditures.) 
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Continued progress is being made by the private health-insurance mechanism 
in extending to older persons in the United States insurance against these costs. 
Seven principal methods are being used today by insurance companies to accom- 
plish this, some of these having been entirely developed within the last 5 years 
and much of the progress in this area having been made since 1952: 


1. The continuation of group insurance on older workers 


A survey by the Bureau of Accident and Health Underwriters in 1954, indicated 
that, of 48 companies surveyed writing 72 percent of all group accident and health 
insurance, 37 would write the same coverage for active overage employees as 
for others. The other 6 limited the coverage in various ways. It would appear, 
therefore, that older active workers can generally be insured today in instances 
where a group-insurance plan is in existence and if such coverage is desired. 
The number of persons over 65 so insured is not known. 


2. The continuation of group insurance on retired workers and their dependents 


The survey previously referred to revealed that, of those 43 insurance com- 
panies surveyed, 36 wrote coverage on retired employees and their dependents in 
1954. Nineteen of these offered the same benefits as those provided under the 
original group policy, the others reducing or limiting benefits somewhat on 
retired persons in order to reduce the cost accordingly. The additional cost 
for covering the retired employees was borne in a variety of ways.’ The number 
of companies writing this coverage would be larger today. 

The number of retired workers presently so covered is not known. However, 
since 1954 practically all insurance companies writing group insurance offer this 
coverage. It is reasonable to expect that, as both insurance and labor contracts 
are renewed, and as more knowledge and experience is gained about this ex- 
tension of coverage by the insurance companies, the more will this coverage 
become available and the more coverage thereby provided. Even then, the full 
impact will not be felt for some time, not until those presently active employees 
having this insurance coverage gradually retire. It seems safe to say, however, 
that in future years, an ever-increasing number of older persons will have 
insurance protection as a result of this development.‘ 


8A study made by the superintendent of insurance of New York State in August 1957 
revealed experiments in making advance provision for future higher costs as the number 
of retirees covered increases. A number of insurance company group policies are in force 
under which money has been retained with policyholder agreement for reasons which 
include the leveling off of costs for retired employees, although these generally cannot be 
considered as having future costs — funded on an actuarial basis. One sizable group 
policy in the study did involve a specific continuance fund into which the employer makes 
contributions for financing hospital and surgical coverage on retirees. This coverage is 
then continued by withdrawing the required premiums from the fund. 

This study also revealed that in New York State over 54 percent of group-insured 
employees would not have to make any contribution toward the cost of coverage after 
retirement. Nearly all of these also involve no cost to retirees for dependent coverage. 
Where some contribution by the retiree was required, it was often the same as he made 
while actively employed. The study showed that the insurance companies generally 
advised the policyholder to reduce contributions on retired employees. 

An indication of this is found in the 1957 study conducted by the New York superin- 
tendent of insurance which reveals the distribution in the United States of group insurance 
policies having retiree coverage on December 31, 1956, to be the following according to the 
year in which retiree benefits were first provided : 


Percent Percent 
IE x cs:daseniaeieierhacerite taiiisida cia atunts eeadiaaiaadia I Shc ici seaaetino rani ieseich apne teceninipanagehdninionainenine 14 
I ich iui yhaiek ivan bib wield ah sade idied Be I cht sc tesscnicadcirai nictncanindde enue neds dietsaadaeitanaisneatas 6 
ea savesneehi hye scihciinn Gece incenenba ba Sekai vince eaiiamaanale ef Le ee 17 


It can be seen from this that in 1955 and 1956 alone, 49 percent of all retiree coverage 
written by insurance companies on a group basis came into being. 
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While the number of retired workers presently covered by this means is not 
known, nor can the future potential with respect to those who will retire in the 
future be estimated, some significant indications of how rapidly this form of 
protection has grown are available in recent studies. 

A survey conducted by the National Industrial Conference Board early in 
1955 shows that, of 327 corporations employing a total of 4.1 million persons, 
retired employees were eligible for hospital benefits in 40 percent of the corpo- 
rations and for surgical benefits in 37 percent. In almost half of these, the 
benefits were unchanged upon retirement. 

In another recent study by the Bureau of Labor Statistics, covering nearly 
5 million workers under 300 collectively bargained health insurance plans, it is 
shown that, for 35 percent of these workers, hospital and surgical benefits are 
eontinued after retirement. For 97 percent of these, the coverage is also con- 
tinued with respect to dependents. While the benefits are sometimes reduced 
after retirement or made subeject to special limitations as to the aggregate 
amount payable, in 80 percent of the cases there was no reduction in hospital and 
surgical benefits. For 40 percent of the employees under these plans, the 
benefits for retired workers and their dependents are paid for entirely by the 
employer. 

Another recent survey of 160 group insurance plans written by 8 insurance 
companies which write 60 percent of the group health insurance in the United 
States, and made by the Health Insurance Association of America, sheds further 
light on the development with respect to covering employees at retirement during 
the last 4 years. This survey reveals that as of January 1953, 24 percent of 
groups with insurance company medical care plans surveyed provided for a 
continuance of coverage at retirement through the group plan. Today this 
number has doubled, so that 48 percent of these plans now provide for this 
coverage at retirement. The large majority of these plans also continue the 
coverage for dependents of the retired employees. This survey also reveals the 
trend between January 1953 and December 1956, toward markedly increased 
amounts of benefits on retired employees.° 


5 Hospital daily room and board benefit: In 1953, 16 percent of the plans purchased paid 
$14 or more per diem. In 1956, the percentage was 46 percent. 

Special service maximum allowance: In 1953, 28 percent of the plans purchased paid 
$400 or more. In 1956, this percentage increased to 34 percent. 

Duration of benefits: In 1953, 28 percent of the plans purchased were for 120 or more 
days. In 1956, the percentage had increased to 32 percent. 

Maximum surgical allowance: In 1953, 16 percent of the plans purchased paid $300 or 
more. In 1956, the percentage had increased to 31 percent. 
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A very recent study conducted by the superintendent of insurance of New 
York State in August 1957 indicates that in New York in 1951, 110 master group 
policies covering 475,088 employees provided for retiree coverage. By 1956 the 
number of master policies providing such coverage had increased fourfold to 
424 and the number of covered employees covered had increased to 1,339,519.° 
This study also indicated that about one-third of the people covered in New York 
State for hospital expenses would have their coverages continued in retirement. 

Not only has there been an increase in the proportion of plans providing for 
continuance of coverage at retirement, but the types of benefits and amounts of 
benefits available at retirement have both broadened and increased.’ 


3. The continuation, on an individual-policy basis, of average originally pro- 
vided by group insurance. 


It is now rapidly becoming general practice in the field of group insurance 
to make available, if the purchaser* so desires, the right of conversion to an 
individual or family policy upon termination of employment or membership in 
the insured group.’ This is an important privilege to older people who have 
the group due to retirement, and is one which has largely developed since 1952. 
The number of older persons presently insured through this means is not known. 
Recent data do, however, give some indications of the availability of this cover- 
age, the number of employed persons having this right, and the rate of growth of 
this coverage. 

A report of the superintendent of insurance of New York State ” indicates that, 
in New York in 1956, 31 of 64 insurance companies writing group health insur- 
ance made the conversion privilege available. The report states: “It becomes 
abvious that this rapid rate of extension of the right of conversion for medical- 
and hospital-care benefits will make continuation of this type of coverage avail- 
able to an increasingly larger segment of the public.” 

The studies of the New York superintendent also indicated that, in 1956, of 


o> 


the over 35 million persons covered by group insurance, 19.6 percent had this 
privilege of conversion. That this number might be expected to increase rapidly 


* Source: Statement of Superintendent Leffert Holz to the Joint Legislative Committee 
on Health Insurance Plans, December 12, 1957. 

™ The survey by the Health Insurance Association of America revealed that the number 
of plans purchased providing for in-hospital medical expenses have more than doubled, 
and at least 20 percent of the plans now provide major medical or comprehensive coverage 
at retirement. Whereas 73 percent of the plans purchased as of January 1953 paid $10 
or less per day for room and board at retirement, today only 36 percent pay $10 or less per 
day and 47 percent pay either 314 and over or the full semiprivate charge. Additionally, 
whereas, 4 years ago, 55 percent of the plans paid less than $200 for special-services allow- 
ances at retirement, currently 26 percent pay less than $200, and approximately 40 percent 
of the plans pay $400 and over or set no limit on special services allowances. Further, 
while in January 1953, 23 percent of the plans provide for maximum duration and only 
31 days, today almost one-half of the plans provide retired persons with 120 days or over. 
Finally, 4 years ago, 32 percent of the plans had a maximum surgical allowance of $200 or 
less ; currently, only 20 percent pay less than $200 and 35 percent pay $300 or more. 

8’ The employer or trustee who purchases the insurance coverage. 

® The individual conversion policies are generally issued up to any age (many companies 
have no maximum issue age, and others set maximums between 65 and 75). The policies 
are, generally, continuable for life. Since the original group policies may provide very 
substantial benefit amounts or durations, most companies establish some maximum benefit 
level to which conversion policies were subject. Also, a number of cvompanies do not 
provide for conversion of certain of the newer and broader group coverages, such as major 
medical expesne and general medical expense. 

1 Source: Statement of Superintendent Leffert Holz to the Joint Legislative Committee 
on Health Insurance Plans, December 12. 1957. 
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is demonstrated by an analysis of group insurance policies having conversion 
rights in 1956, according to the year the right was first provided in the policy. 
The growth rate is as follows: 


Percent of total policies 
Year first provided: 


NA sinh hh tibia tae a dh baaattabhSnietarecpiliioghtpy inletm be aijipcincidimi tte ntpibicees 33 
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I ial sai Dick Sah tcl encanta tps is te od wt Tne a le ts evans 4 
aN ae Scan id ep cepacia he aataien ah tapecadpwetenlah anced hE ap eas ak dead ease owninccine 7 
I a taraalaset bien sects cel tin tallies auld cmton earn earn pd ak vs 35 


Thus, half of the groups now having conversion rights under insurance-com- 
pany contracts adopted the conversion provision in the past 2 years.” 
4. The new issuance of group insurance at advanced ages 

A quite recent development is that of issuing group insurance policies to groups 
or associations of retired persons or employees. These might be retired em- 
ployee associations or such organizations as golden-age clubs. One insurance 
company is known to have recently insured two such sizeable associations. 
While such policies involve a cost reflecting the higher medical costs of the aged, 
and do not have the usual advantage of employer contribution, they do represent 
a partial answer to the problem of insuring the aged, particularly those persons 
already retired. The number of senior citizens presently covered by this 
means is not known. 


5. The continuation of individual insurance previously purchased 


A survey conducted by the Bureau of Accident and Health Underwriters and 
the Health and Accident Underwriters Conference in 1955, indicated that, by 
1954, of 186 companies queried, half would continue hospital-, surgical-, and 
medical-expense policies with no age limit and 15 would continue the coverage 
until age 75. In recognition of the substantially higher claim costs encountered, 
25 percent of the companies increased the premium charge after age 61 and 
10 percent automatically reduced the maximum daily benefit to avoid an 
increase in premiums. The average maximum benefits offered to older people, 
according to the survey, were $13 daily hospital benefit payable for 30 days, 
miscellaneous benefits of $130, surgical benefits up to $248, in-hospital doctor 
visits at $3 a visit, and in-hospital nursing service at $10 a day. Most of these 
policies were individually underwritten, and the individual would be required 
to qualify under the underwriting standards of the company for continuance of 
his coverage. By this method, the costs of insurance to older persons were kept 
at a reasonable level. Some of these policies, however, were written on a 
guaranteed renewable basis, in which case the premium was somewhat higher. 
Some companies also offer noncancelable hospital-surgical coverage which con- 
tinues for the life of the policyholder. The number of older persons insured 
by this means is not presently known. Underwriting practices at present are 
known to be more liberal than indicated by this survey of 1954 practices. 


6. The new issuance of individual insurance at advanced ages 


The same survey also indicated that, by 1954, of 186 insurance companies 
queried, 106 would consider new risks for hospital-expense insurance above 
age 60. This number is probably larger today. The age to which these com- 
panies will consider new risks varies, with such limits as 65, 70, 75, or 85; 11 
companies surveyed had no age limits. A recent study by the New York 
superintendent of insurance indicates that most companies writing noncancelable 
hospital-surgical insurance in New York State will issue such insurance at age 
65 and beyond, with noncancelable lifetime coverage available at age 70 and 
over. The study shows that over a quarter of the companies writing cancelable 
coverage will issue them beyond age 65. Applicants for insurance would, of 
course, have to qualify under the underwriting standards of the individual 
company. The number of persons who thus become insured is not known. 


t 


4 The conversion right is generally available not only at retirement but, also, on termina- 
tion of employment for other reasons, and for dependents on the death of the employee, 
attainment of maximum age for children to be covered by the group policy, and for other 
purposes. 








SOCIAL-SECURITY LEGISLATION 629 


7. The issuance of individual insurance which becomes paid up at age 65 


Several companies, cognizant of the fact, recognized by many, that a desirable 
form of individually purchased policy would be one in which the policy would 
be paid up at retirement age, have recently made available such a policy. The 
concept is that of enabling the policyholder to purchase his insurance during 
the productive years, as has been done for many years in life insurance. The 
increase in premiums is about 5 percent at the earlier years and about 30 
percent at age 55. This development must, of course, be looked upon as experi- 
mental. The fact that it is a significant contribution could hardly be questioned. 

It has been seen that there is no accurate overall statement of the number 
of older persons in the United States presently insureds Available estimates 
place the percentage of those over age 65 having some insurance protection 
variously “ from 33 percent in 1950 to 86.2 percent in Michigan in 1957." The 
recent developments in insuring this group of the population would, unques- 
tionably, indicate that the number so insured will continue to grow rapidly. 
Here it is to be borne in mind that the developments recited have only come 
into being, in the main, during the past 5 years.“ So, also, has a large part of 
the phenomenal growth of private health insurance among the entire population. 
This would indicate not only that more older persons will continue to be insured, 
but that, as future retirements overtake the increasing number of insured 
persons now in their productive years, the number of older persons insured 
should increase appreciably in the years to come.” All present indications are, 


122A study, Characteristics of Large Medical Expenses, by Selma Mushkin, Ph. D., 
economist of the Public Health Service, in Public Health Renorts, August 1957 (based 
upon 1950 data) reveals that: “Approximately 2 out of 6 (33 percent) persons age 65 
years or over in all urban families and about 2 out of 5 (40 percent) persons in this age 

roup in families spending $1,000 or more (for medical expenses) have some health- 
nsurance coverage.” 

A study, Health Costs of the Aged, by Agnes W. Brewster and Dorothy McCamman, 
estimates the following percentages of persons with hospitalization insurance in the non- 
institutional population 65 years of age and over in 1952: 

Percent insured 
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The national family survey of medical costs and voluntary health insurance, Health Infor- 

mation Foundation, estimates the following percentages of families with some form of 
voluntary insurance in 1953, by age of family head: 

Percent insured 
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A more recent survey of the people in Michigan indicates that 86.2 percent of those aged 
65 or over and 80.2 percent of retired persons were covered - some form of medical or 
surgical insurance or plan. (Source: Survey of Consumer Opinion on Medical Care Pro- 
tection, Michigan State Medical Society, September 1957.) 

18 It is to be borne in mind that many of the aged are provided for by public means. In 
1956, 2,523,716, or 17.3 percent, of the aged in the United States were public-welfare 
recipients under the federally aided public- assistance program and, as such, were eligible 
to receive needed medical care. In 1956, the Social Security Act was amended, effective 
July 1, 1957, to provide further Federal assistance to the medical-care costs of those 
recipients of the public-assistance program. As a result of this amendment, expansion 
of oo medical-care programs is indicated in some instances. Another sizable, though 
undocumented, segment of the aged receive medical care from funds provided by govern- 
ment at all levels via the Veterans’ Administration program; State and local programs; 
Government-financed mental, chronic illness, and tuberculosis hospitals; and programs to 
aid the blind and the totally and permanently disabled. (Source: Medical Care for Wel- 
fare Recipients—RBasic Problems, Margaret Greenfield, bureau of public administration, 
University of California, 1957.) 

“Social insurances now provide support for more than half the aged population, and 17 
percent receive public assistance.” (Source: Social Security in the United States of 
America, Herman M. Somers and Anne R. Somers, Bulletin of the International Social 
Security Association, March—April 1957.) 

14 One of the handicaps to progress in insuring older aged persons has been and is the 
absence of incidence and morbidity statistics upon which adequate rates might be predi- 
eated. To this end, the Society of Actuaries, in May 1957, at the request of the Health 
Insurance Association of America, appointed a subcommittee to give consideration to the 
gathering of such data. 

15 John H, Miller, writing in American Economie Security, has stated: “Because of 
the recent and rapid expansion in health insurance, the trends in coverage at the older 
ages can only be seen by comparisons over a period of years, such as a comparison of 
the coverage on the population group approaching age 65 with the coverage on the same 
people 5, 10 and 15 years later. While we do not have the data to make such a comparison 
on a precise basis, the following relationships give an indication of the growth trends. 
At the beginning of 1947, hospital coverage stood at a little over 42 million persons, or 
about 30 percent of the population. It is unlikely that the people in age group 60—64 
were covered to the same extent, yet 5 years later these same people aged 65—69 in 1952, 
were more than 36 percent covered (according to the Social Security Administration). 
Thus, it is apparent that the insurance in effect in 1952, within this age group, represents 
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therefore, that the seven methods developed by insurance companies in the 
past few years should, in the aggregate, each playing its own role, and coupled 
with the considerable efforts of the various other types of insuring mechanisms, 
serve to assure the fact that in future years an ever-increasing percentage of 
the growing aging population will have voluntary insurance protection against 
the costs of medical care. 


Mr. Keoeu. Mr. Chairman. 

Mr. al Mr. Keogh. 

Mr. Keocu. Mr. C hairman, I am sure Mr. Faulkner will not mind 
my pointing out on~page 14 in his footnote No. 2 that the name of the 


commissioner of housing of the State of New York is Joseph P. 
MacMurray 

Mr. i Thank you, sir. 

Mr. Foranp. Does that conclude your question ? 

Mr. Kroon. If that is a question, that concludes my question, yes. 

Mr. Foranp. Mr. King. 

Mr. Kine. I wish to direct a question to Mr, Miller. 

Mr. Miller, you mentioned in your statement that inasmuch as the 
country is suffering from a recession that this would not be the time to 
liberalize social security. Has your organization ever been for liberal- 
ization of the act even in the luscious days of business prosperity ¢ 

Mr. Miter. Sir, in our statement we set forth this general state- 
ment: 


In general, the life-insurance attitude toward social security has been one of 
Support and of cooperation. At the inception of social security, there was no 
opposition by the life-insurance business, nor did the life-insurance business 
oppose the addition of survivor benefits to the system when they were added in 
1939. 

Legislative proposals seeking to make the system more effective within a frame- 
work of sound principles have had active support. 


Now it is true that we have opposed a number of proposals to extend 
the program beyond the original old-age and survivors benefits of the 
1939 act and toenlarge the benefits going beyond what was necessary to 
adjust to changes in the value of the dollar. 

Usually the resulting legislation was a compromise between the 
original proposals to liberalize to a considerable extent and the status 
quo. I think because so many of the proposals have gone beyond cor- 
recting changes in the value of the dollar and average earnings, that we 
have been in a position of opposing those extreme changes. But we 


more complete coverage than the same group of people enjoyed when most of them were 
employed or were the wives of active workers. This indicates marked progress in ex- 
tending coverage to the older members of our population. Similarly, the people who were 
in the 70-74 age group in 1952 were 60—64 in 1942. At the beginning of 1942, about 
16 million persons, or 12 percent of the population, had hospital coverage. Thus, of the 
percentage of this group insured in early 1952, about 25 percent represents a very sub- 
stantial increase over the average extent of the coverage at the time when these same 
people were in the 60—64 age bracket. Continuing the comparison, those who were aged 
75 and over in 1952 were 60 and over in 1937, at which time the hospital-insurance 
coverage in this country was almost negligible, covering fewer than 5 percent of the total 
population. The 15 percent of this age group covered in 1952 must, therefore, represent 
protection almost entirely acquired after age 65. It is apparent that the people now over 
65 have, on the whole, not only retained the hospital coverage which they held when they 
reached 65, but have acquired enough new coverage to offset terminations and registered 
a substantial net increase in the percentage of persons covered in the higher age groups. 
Considering the relationship demonstrated above, the continually increasing percentage of 
the total population covered through voluntary health insurance, and the increasing 
tendency to extend these benefits to retired employees, it can be anticipated that the 
proportion of older people protected by health insurance will continue on a rising trend 
approaching the relative extent of coverage enjoyed by the population at the younger ages.” 
(Health Insurance for Older Citizens, by John H. Miller, American Economic Security, 
December 1956.) 
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have been in sympathy with the basic concept of the social security 
plan as providing a fuller protection for the American people. 

Mr. Kine. Your basic concept of the floor, would you elaborate on 
that? Just what do you have in mind or has the industry in mind in 
supporting the basic concepts ? 

Mr. Mitier. We feel that the function of the Social Security Act 
and program is to provide this floor of protection against want; that 
it should be geared to the earnings up to the level of the average of all 
the people, but that when you get beyond the average earning record 
of the people, further supplementation should be a matter of in- 
dividual provision, personally or with the employer’s help. 

my King. Has the Congress ever attempted to go beyond the aver- 
age earnings in their rate? 

_ Minter. I would say so, sir. As I recall when the $4,200 level 
was established, it was then above the average wage level. Now we are 
catching up to it. But we feel that it is just about right now. 

Mr. Kine. Is it not true, Mr. Miller, that the organization regardless 
of what its name was at that time as far back as World War I opposed 
the serviceman’s insurance ¢ 

Mr. Miuuer. I do not recall that record. 

Mr. King. Do you know whether or not they opposed the service- 
man’s insurance in World War II? 

Mr. Miuurr. My recollection is that the industry favored an in- 
demnity proposal rather than a service proposal. I would be very 
glad to get that information for you if you would like to have it for 
the record. That is my recollection. 

Mr. Kina. I am drawing on my recollection, Mr. Miller. I think 
one of the most unusual witnesses that I have ever heard before this 
committee was one year ago representing the insurance industry. 

He came before the committee in all seriousness. However, he was 
smiling. I am reminded that he was having a little difficulty in pre- 
senting the industry’s views because in World War I they had opposed 
the serviceman’s insurance system upon the ground that it would 
encroach on their field. Yet following World War I their business 
grew. I think he used the words “by “leaps and bounds.” 

Then he stated at the inception of the Social Security Act they 
again, as an industry, opposed it contrary to what you, Mr. Miller, 
have said. 

Again, following its enactment, their business or your business again 
showed healthy growth, tremendous expansion. 

Then, following World War II your business showed great gains. 
So he stated: 

I feel a little uncomfortable here now telling you again that you are getting 
into our field and into our business. 

That accounts for the questions I asked you. 

But you feel that at the inception of the Social Security Act the 
industry was not opposed to its enactment ¢ 

Mr. Mitier. That is my understanding, sir. That is stated in our 
policy statement here. I have not heard the accuracy of that state- 
ment questioned. My own recollection and our own research indicates 
that we did not oppose the original act. In fact, some of the eminent 
members of the life insurance industry, Mr. Albert Linton then presi- 
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dent of the Provident Mutual Life of Philadelphia and Mr. Hohaus, 
I believe, of the Metropolitan Life Insurance Co. were on the original 
committee to help formulate the plan. 

Mr. Kine. You or your industry were also opposed to the disability 
section. 

Mr. Mririer. That is true. We feel that it is going beyond the 
framework of what we felt to be the proper sphere of social security. 
From our own very bitter experience with disability benefits, we felt 
that it was only proner to warn Congress of the pitfalls that may 
be ahead in the disability field. 

Mr. Kine. It would not be fair, Mr. Miller, to rate the industry 
you represent as having been generally opposed to social security ? 

Mr. Mier. I would say that we were not opposed to it. We were 
cooperative to the establishment of the plan, but we have opposed 
what we felt to be unwarranted extension and expansion. We feel 
that it is rood un to a certain level but it can be dangerously exnanded 
not only from the standpoint of the interest of our own business bnt 
in reoverd to the economy of the country as a whole. 

We feel that too much expansion will affect the incentives of the 
individual to work, incentives which have made our country as great 
and nowerful as it is. 

Mr. Krne. Do you agree, Mr. Miller, that the current average 
ben-fit nayments are ample? 

Mr. Mruurr. I would say, sir, yes, as a floor of protection. We do 
not feel that for the majority of our citizenry social security shonld 
provide the entire benefit. We believe that everybody—certainly 
evervone above the average—and I would say at least the unner two- 
thirds of ovr nopulation, should make some provision for their own 
old age in addition to social security. 

Certainly emnloyers in increasing numbers have assumed the re- 
snonsibility of helping them do so by contributing to pension plans. 
We feo! that that should be enconraged in every way by Government. 

Mr. Krne. May I ask, Mr. Chairman, just one question of Mr. 
Faulkner? 

Mr Foranp. You may. 

Mr Kine. I wish to read from your statement, Mr. Faulkner, on 
the lower portion of the last paragraph of page 3: 


Since evidence is lacking that any American aged or otherwise, who has 
needed and actually sought health care has been denied it * * * 


Did vou seek evidence or is it just your own records or by what 
method do you feel comfortable, Mr. Faulkner, in making such a broad 
statement ? 

Mr. FaruKner. Well. sir, mv statement is premised on two bases. 
First, rersonal observation and interest in health care problems over 
a neriod of 25 years as a member of a hosnital board, as one who has 
worked closely with nhvsicians both locally and through their pro- 
fessional societies, and then on the basis of work in connection with 
a chari‘able institrtion, some reading and study on the subject. 

As Mr. Marshall commented this morning in connection with his 
own ernerience, I believe in Schenectady, I can say to you, sir, that 
over this span of nearly 20 vears that T have been interested in these 
matters serving as a member of the hospital board, I know of no 
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case in our community certainly, and I have neither read nor been 
told of any verified incident elsewhere in which a person who needed 
medical care and actually sought it had been denied it. 

Mr. Kine. I can see your point, Mr. Faulkner, but it is an extremely 
broad assertion for anyone to make. I do not know what communities 
you are best posted on. That certainly would not fit with my own 
observations in the southern part of my State of California. 

Of course, it is true that if a person is afflicted, lies in the street, 
someone will pick him up and take him somewhere. But I am speak- 
ing now of the average person we will say on social security. 

To my personal knowledge, I know of many who seriously require 
surgery and medical attention. They are not able to afford it and 
are frightened to take the other course because of the lien that would 
be placed on everything tangible that they own if they do. 

Are you acquainted with that sort of situation ? 

Mr. Fauixner. I understand what you mean, Congressman. Do 
I understand that these people have not sought medical care because 
of economic impediments? That is the point you are making. 

Mr. Kina. They are retired with probably $80 or $90 a month of 
social security coming to them. That is all their income. They are 
advised by their family physician perhaps that they require treatment 
or surgery. It poses quite a problem because the only alternative is 
to go on charity which in my State provides a lien against their real 
property if they have it or their furnishings or their cars, if they have 
them. 

Mr. Faut-Kner. I quite agree with you, sir, that that does confront 
those people with a serious problem. The point that I attempted 
to make was that if those economically distressed people had sought 
medical care they would not have been denied it. 

Mr. Kine. I agree with that too. 

Mr. FautKner. Yes. 

Mr. Kine. That is all. 

Mr. Foranp. They would not have been denied it provided they 
would have allowed the lien on their property. 

Mr. Kine. Then they go toa charity ward in the hospital. 

Mr. Foranp. Right. Any other questions? 

Mr. Saptack. Mr. Chairman. 

Mr. Foranp. Mr. Sadlack. 

Mr. Saptack. Following the question of Mr. King I remember that 
the law of preservation is the first law of nature. Perhaps the law of 
self-preservation is the first law of highly competitive industry such 
as the insurance industry. 

I would like to observe, Mr. Chairman, that I heard the latter part 
of the presentation of Mr. Faulkner, that appendix I and appendix II, 
which is an additive, contains, from cursory perusal, many facts and 
figures which give us much information and is indicative of a great 
deal of research they have done and the invaluable information they 
have brought us in connection with this legislation. 

Thank you, sir. 

Mr. Foranp. Mr. Faulkner, at the top of page 10 of your state- 
ment you show where the health insurers have paid $4,200,000,000 in 
benefits. 

Mr. Fav Kner. Yes, sir. 
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Mr. Foranp. On page 2 in quoting figures relative to H. R. 9467, 
you estimate that the total cost of that to be $2,112,600,000. Iw ould 
be interested to know how many people who come within those cost 
estimates are beneficiaries under $4,200,000,000 that you say has been 
paid. 

Mr. Favuixner. I am sorry, sir, that I cannot give you a precise and 
definite answer. I can point out to you, sir, that the amount of 
voluntary insurance in force on people over age 65 has been increasing 
very rapidly and is now conservatively estimated to apply to 40 per- 
cent of the people 65 and over. 

If I may, I would also invite your attention in this connection to 
the little graph which has been furnished, which shows the amount of 
voluntary insurance being placed in force on our senior citizens is 
accumulating at a faster 1 rate than is the case for all ages; that in the 
10-year period from 1946 to 1956, the amount of insurance in force 
on people 65 to 69 increased from 15 to 48 percent; those 70 and 
over increased from 5 to 30 percent, whereas, the total applicable 
to all ages increased in that period from 30 percent to the total popu- 
lation to 69 percent of the total population. 

Mr. Foranp. That is not an answer to the question I asked. If you 
do not have the answer to that, would you furnish that answer for the 
record ? 

Mr. Favikner. We will endeavor to do so. 

Mr. Foranp. You have compiled a lot of figures. I would like to 
have you show a little more compilation here and furnish me with 
that information. It would be very interesting to me. 

Mr. FauLkKner. We will get the answer. 

(The following statement was subsequently supplied :) 


SUPPLEMENTARY STATEMENT RE BENEFITS RECEIVED BY THE AGED POPULATION 


During Mr. E. J. Faulkner’s testimony on June 24 on behalf of the Health 
Insurance Association of America, Congressman Aime J. Forand inquired as to 
what portion of the $4.2 billion in voluntary health insurance benefits paid in 
1957 were received by the aged population. From data presently available, an 
accurate figure cannot be determined. 

The $4.2 billion in health insurance benefits received by the American public 
in 1957 were provided by many kinds of voluntary health insurance mechanisms, 
including insurance companies. Each enjoys its own concept of operation and 
each maintains its own records, accounts, and statistical data. Because of the 
many types of voluntary health insurance mechanisms available to the public, 
it is not possible to do more than determine the total benefits paid as has been 
done. 

It is acknowledged that currently about 40 percent of persons aged 65 and 
over have some form of voluntary health insurance protection. There have 
been estimates, as pointed out by Mr. Faulkner, that this proportion may be 
as high as 86 percent in a State like Michigan. The Division of Program 
Research of the Social Security Administration has recently placed the esti- 
mate at 48 percent for those of the aged between ages 65 and 69, and 30 percent 
for 70 years of age and older. With proportions of this general magnitude, it 
is probable that the aged population of the United States received a significant 
portion of the $4.2 billion in benefit payments in 1957. These benefits paid to 
aged citizens bear no specific relationship to the estimates a of the costs 
to the Government of the medical care provisions of H. R. 9467 


Mr. Foranp. From your figures I am bound to say that one fact 
strikes me very significantly, and that is if your estimates on this are 
correct, then there are many more aged people that need hospitaliza 
tion than I originally had thought. Therefore, I am urged to go 
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ahead further and press harder for action as soon as this is possible. 

As I said when I introduced my bill last year, I want and ask for 
the help of all who are in a position to help this program work. 

You said somewhere else in your statement here that those who want 
and need help can get health insurance. I have a letter here that was 

valled to my attention this morning. I am not going to disclose the 
name of the claimant nor the company involv ed, but I am going to 
read the letter so that the whole of it will appear in the record. 

This is a case of a lady 66 years of age who had been carrying hos- 
pitalization through one of the casualty and life insurance companies, 
who had to undergo surgery for cancer, who filed her claim, which I 
understand was paid, but then received this letter : 

As you know the life insurance industry has been established for generations. 
Records have accumulated for years and statistical tables have been developed. 
Based on life insurance tables an extra premium is charged for extra hazards. 

There are only a few tables unanswered in health and hospital insurance be- 
cause the business is relatively new. 

In reviewing your recent case, we have concluded that the premium you are 
now paying is not enough for the future risk. There is not sufficient data avail- 
able to quote an intelligent rate on the increased hazard. Therefore, we are 
sorry we must exercise our right to decline to renew your policy. 

This letter is to advise you we will not accept any further premium on the 
above policy without prejudice, of course, to any loss beginning prior to expira- 
tion of the time for which premiums have been accepted. 

We regret our inability to be of further service to you. 

Now I had heard of cases of this sort where people, after they had 
filed a claim, were cut off. But here I have tangible proof. I am won- 
dering what you have to say about that. 

Mr. Fauikner. Of course, sir, there have been regretable instances 
of that kind. Perhaps, Mr. Forand, I can help the committee to an 
understanding of the problem that you cite by a recitation of a little 
history, if I may. 

The voluntary health insurance business in this country is a rela- 
tively young business. Its real period of growth extends back only 
over a matter of 20 years. The problem or the hazard which health 
insurance attempts to provide protection for is a very large one. 

It is a hazard about which less is known than the length of life. 
Under the circumstances insurers have had to feel their way forward 
by the process of experimentation to determine what is sound and what 
is unsound. 

It is, 1 think, very heartening that this process of experimentation 
has been going forward at a very rapid rate, an accelerated rate, with 
the result that more and more coverage is today being placed in which 
the unfortunate type of incident to which your letter refers could not 

take place. 

The vast majority of health insurance protection in force today is 
on the group plan in which the individual’s insurability is not deter- 
minative as to whether the coverage will be continued or not. It is 
only over in the area of individual coverage which is a smaller segment 
of the whole volume in which consider ration must be given to the 
individual’s insurability. 

In this area, in the individual area, rapid progress is being made in 
the spread of guaranteed renewable or noncancellable coverage or 
coverage in which the insurer voluntarily restricts its right to termi- 
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nate the insurance beeause of a deterioration in the health of the policy- 
holder. 

There have been instances, of course, of the kind that you mentioned, 
but. happily they are becoming: fewer and fewer as voluntary health 
insurance improves. 

Mr. Foranp. It seems to me that in view of instances of this sort 
that I had heard of before in this specific case being brought to my 
attention that there is all the more reason why we should consider 
taking care of these people who, after the age of 65, just cannot take 
care of themselves. 

As I said this morning and as I have said before, I realize that the 
indigent and the wealthy get the best of treatment. If you were here 
this morning, you heard me say that. 

The wealthy because they can afford it; the indigents because they 
go into the wards where the interns are gaining experience under the 
supervision of the experts. But there is that great mass in between 
who just are above the requirements of the means test and yet not 
financially able to meet the requirements of hospitalization. 

Something must be done in that field. 

We have asked repeatedly for assistance, for suggestions, for alter- 
natives to the bill that is being opposed by your organization, by the 
American Medical Association and by other groups. 

I plead with you. When I say “you” I do not mean you personally, 
I mean the group that is opposing this plan. I plead with you to come 
forward with something that will bring some kind of relief to these 
people who are in need. I have been told over and over again, “It 
needs further study.” This subject is supposed to have been under 
study for year and years. 

You people apparently were able to compile a lot of figures on the 
basis of H. R. 9467 since it was introduced, if I am to judge by the 
appendix that you are filing here today. 

I would like to be honest about it. I think the figures are blown 
up. I do not think they are realistic; either that or the other organ- 
izations are way out of line. 

I am going to draw a happy compromise between them. If IT am 
wrong I want to be corrected, but the fact still remains that these 
people must be taken care of. Some have said, “Well, the find is not 
sound, it is not going to be able to meet these costs; we believe that the 
provisions for the increase in the tax is sufficient to meet the needs.” 

If we are wrong and somebody can prove it, again I say let them 
come forward. We will welcome their assistance. I hope we may 
call on vou for assistance. 

Mr. Fauixner. May I comment on that, sir? 

Mr. Foranp. Yes. 

Mr. FautKner. It is indeed in the spirit of desiring to be helnful 
that we have made this appearance and that we submitted the data. 
As Americans, irrespective of our point of view, we have in common 
the desire to see these problems taken care of. 

We are suggesting to you gentlemen who have the great respon- 
sibility of enacting legislation that in this area of health care costs 
we believe the genius that is peculiarly American is making itself 
felt. The tremendous and rapid growth of voluntary health insur- 
ance is such that it gives promise of solving this problem substan- 
tially for the vast majority of American people. 
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We are concerned with the low income group to whom you advert. 
They are the people for whom voluntary health insurance is intended 
and is designed. The indigent obviously are not prospects for volun- 
tary health insurance. 

As you suggested, the wealthy do not need it. 

So our companies and all kinds of insurers have as their purpose 
to provide good and increasing protection for just these people of 
whom you speak. 

For vast numbers of them, Mr. Forand, they are helped to get it 
by the contributions made to the cost of their insurance by their 
employers. 

Speaking, sir, if I may for just an instant to the actuarial cost 
estimate that we have submitted, perhaps there is always room for 
a difference of opinion but we would invite the attention of the com- 
mittee to the appendix which spells out in some considerable detail 
the bases on which the projection has been made. 

I believe that an examination of these bases would be convincing 
that they are relatively conservative. 

There have been deviations as you have pointed out in the estimated 
cost of the proposals in H. R. 9467. An estimate released some time 
ago and I believe prepared by some of the personnel in the Social 
Security Administration would probably more closely conform to the 
estimate that we have submitted if the same data had been available 
to the people who prepared that estimate. 

You see, that estimate was based on statistical information gathered 
in a series of house-to-house interviews in which the people inter- 
viewed were asked what hospital care they had had, what surgical 
care, that sort of thing. The estimate that we submit, sir, is based 
on actual insurance experience. 

So there are, as spelled out in the estimate, the hypotheses used by 
the actuaries in developing what in our considered judgment is a very 
sound forecast of cost. 

Mr. Foranp. What percentage of all health policies issued are non- 

cancellable, and what if any premium is charged? Do you have those 
figures ? 

Mr. Fautxner. Yes, sir. As I suggested a minute ago, sir, the 
majority of all insurance is group insurance. But of the individual 
policies, 15 percent of the total individual accident and sickness 
policies are noneancellable or guaranteed renewable. 

Mr. Foranp. Fifteen, did you say ? 

Mr. F\oLtxner. Fifteen percent. 

Mr. Foranp. What extra premium is charged for that noncan- 
cellable clause ? 

Mr. Fau.Kner. The additional premium, sir, will vary of course 
with the age of issue and with the benefits involved. 

If I may, I would like to call on Mr. Miller who is a distinguished 
actuary of a noncancellable company and he can give you a very 
precise figure, sir. 

Mr, Foranp. I will be glad to have it. 

Mr. Mitier. Congressman Forand, the noncancellable business 
pretty much originated right near your State of Rhode Island, in 
Massachusetts where several companies have written noncancellable 
disability or loss-of-income benefits since 1921. 
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Several years ago when all companies, including our own began 
to put more emphasis on hospital and surgical benefits, these same 
companies commenced writing to some extent, hospital and surgical 
on a noncancellable basis. However, because of the fact that we 
are paying expenses which vary to some extent with the purchasing 
price of the dollar, the original noncancellable guaranteed renewable 
policy with guar anteed premiums did not seem prudent. So now there 
is a great deal of hospital and surgical major medical insurance 
being written by an increasing number of companies on the basis of 
guaranteed renewability with ‘adjustable premiums, 

So far, I do not know of any cases where those premiums have 
been adjusted, but there is provision to alter them if the hospital 
expenses which are reimbursed in full should go up in the future. 

The 15 percent that Mr. Faulkner mentioned is unquestionably very 
low and I am sure it impressed you as such. But the point is that only 
a few years ago that would have been perhaps 5 percent or even less. 
It is growing - rapidly and more and more companies are extending 
their benefits. 

For example, in the case of our own company, until recently we 
guaranteed renewability to age 65. We carried policies thereafter 
without that guaranty although we have not in years exercised our 
privilege of nonrenewal. However, we are now commencing to 
guarantee the renewability for life. 

A number of other companies, some of the life insurance companies, 
are offering such policies. 

I think that a year from now that percentage of 15 will be consider- 
ably higher because there is a rapidly growing trend toward more and 
more guaranties of renewability. Those companies which are not guar- 
anteeing renewability are to an increasing extent practicing the same 
thing. They are not utilizing their right of nonrenewal in instances 
as you indicated they formerly did. 

So there is a great improvement taking place in that respect. 

Mr. Foranp. I did not get a clear answer to my question about the 
extra cost. 

Mr. Miter. Excuse me, I got diverted there. 

There is no precise answer to that question because the same com- 
pany does not offer insurance both ways and you do not get a clear 
comparison in comparing the rate of one company with that of another 
because of differences in poli icy provisions. 

I would say from my own studies which go back over a good many 
years that around 15 percent would be as good an estimate as I could 
give you. 

Mr. Foranp. You mean it would cost an additional 15 percent of 
premium for the noncancellable clause ¢ 

Mr. Mixer. Yes. 

Mr. Foranp. Thank you. 

Can either one of you gentlemen tell me what percentage of all health 
insurance is group Insurance as against the individual insurance? 

Mr. FautKner. Sixty-one percent is group insurance. 

Incidentally, Mr. Forand, if the committee would care to receive it, 
the Health Insurance Association has just completed compiling a very 
substantial report on individual accident and health insurance and 
the practices of the industry with respect to termination by insurance 
companies. 





SOCIAL-SECURITY LEGISLATION 639 


If it would be helpful to the committee, we would be very glad to 
submit a copy for your information. 

Mr. Foranp. If you will leave a copy with the clerk of the com- 
mittee, that I am sure would be helpful and appreciated, sir. 

Mr. FauLkner. We would be most happy to, sir. 

Mr. Foranp. Are there any further questions / 

Mr. Mason. I have a chart here that was filed on behalf of the 
Chamber of Commerce of the United States. This chart gives the 
figures that you quoted as to the panenninrs of all ages, 30 percent and 
then 69 percent 10 years after. It was 15 percent 10 years ago. Now 
it is 48, 3 times as much. For over age 70 it was 5 percent "10 years 
ago and now it is 30; that is 6 times as much. 

1 cannot figure out the author of that chart. It says here at the 
bottom, “Social Security Administration, Health Insurance Council.” 

Does that mean that our Social Security Administration prepared 
these figures? 

Mr. FaunKkner. I believe, Mr. Mason, that I can give you the 
information you desire, sir. We filed this chart with our statement. 
The data on which the chart was prepared was drawn from a statistical 
note prepared by the Social Security Administration and it is 
Statistical Note No, 13. 

Mr. Mason. Then the figures are based on the figures supplied by 
our own Social Security Administration ? 

Mr. FaviKxner. That is correct. 

Mr. Mason. Thank you. That is all, Mr. Chairman. 

Mr. Foranp. Mr. Faulkner, how does your estimate on social se- 
curity and disability insurance compare with what actually has 
happened under that system ? 

Mr, Fauixner, Mr. Chairman, do you refer, sir, to the total and 
permanent disability provision presently incorpor: ated in the law? 

Mr. Forann. Thi ’ is right. 

Mr. Fautxner. | do not have it at the tip of my tongue, sir, the 
amount of benefits currently being paid under that provision, the dis- 
ability provision. I would be gl: ad to secure and supply the informa- 
tion. 

Mr. Foranp. I wish you would do that, and also include in there 
the estimates that the insurance companies have. I believe you repre- 
sent most of them in that field, and all those who are opposed to this 
disability clause gave certain estimates to the committee, if I recall 
properly. I wish you would include that in the record. 

Mr. FavtKner. We will be very glad to do that. 

Mr. Foranp. Then we can get the full picture. 

Mr. Fautkner. Surely. 

(The following supplementary statement was subsequently 
supplied :) 


SUPPLEMENTARY STATEMENT Rr INSURANCE COMPANY ESTIMATES ON COST OF 
CasH DISABILITY BENEFITS IN THE OASDI PROGRAM 


During E. J. Faulkner’s testimony on June 24 on behalf of the Health Insur- 
ance Association of America, Congressman Aime J. Forand requested a com- 
parison between estimates on the cost of the cash disability benefits under the 
OASDI program, as made in advance by insurance companies, and the costs 
actually experienced under the legislation. 
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No insurance-company estimates permitting such a comparison were prepared. 
The following paragraphs give further information on the matter that may be 
helpful. 

Cash disability benefits were added to the OASDI provisions of the Social 
Security Act by the 1956 Social Security Amendments. There were no Ways 
aud Means Committee hearings on this measure, but hearings were held by 
the Senate Finance Committee. On February 14, 1956, John W. Joanis, secretary 
and general counsel of the Hardware Mutual Casualty Co., appeared as a witness 
(p. 470 of hearings) on behalf of the Bureau of Accident and Health Under- 
writers and the Health and Accident Underwriters Conference, the two predeces- 
sor organizations of the Health Insurance Association of America. Mr. Joanis 
furnished no cost estimates, although he did indicate that the official cost esti- 
mates may prove to be too luw by reason of subsequent liberalizations of an 
administrative and interpretive nature as well as by subsequent liberalizing 
amendment. 

As Mr. Joanis did not offer cost figures, it seems likely that Congressman 
Forand may have had reference to certain estimates contained in a supplementary 
memorancum, dated March 5, 1956 (p. 463 of hearings), filed by the American 
Life Convention and the Life Insurance Association of America, and signed by 
a group of experienced and well-qualified life insurance actuaries. This material 
was filed in response to a request by the chairman, Senator Byrd. 

The actuarial memorandum emphasizes that no OASI disability forecasts are 
possible within “any reasonable range of accuracy,” and reasons for this conclu- 
sion are presented. Howeve1, an illustrative computation as to the number of 
beneficiaries in the year 1970, based on adjusted railroad retirement experience, 
is offered. It is stated that the number of beneficiaries so computed, 1,600,000, 
“represents about 2 percent of the estimated number of persons who will be 
paying social security taxes in 1970.” It is obviously not yet possible to com- 
pare the above figures with actual experiences under the legislation that was 
adopted. No figures bearing on disability costs, other than the above, are offered 
in the actuarial memorandum. 

In general, the testimony as to costs of Mr. Joanis and of the life insurance 
witnesses before the Senate Finance Committee in 1956 was along the lines that, 
even if the initial disability legislation and administration were quite restrictive, 
it would be most difficult for such standards to be long maintained. Pressures 
for administrative relaxation, court interpretation, and liberalizing amendments, 
it was indicated, would doubtless be great. The result could well be changes 
that would lead to costs far greater than estimates based on the initial 
assumptions. 

The legislation actually adopted was reasonably restrictive in various respects, 
and the administration so far seems to have followed the law as written. Much 
as envisaged in the insurance testimony, there have been numerous complaints 
about the law and its administration, litigation has developed, and various 
liberalizing bills have been introduced in Congress. Whether administrative 
standards will be relaxed or the law liberalized remains to be seen. However, 
developments since 1956 have in no way allayed the concern about costs expressed 
by the insurance witnesses at the Senate Finance Committee hearings in 1956. 


Mr. Foranp. There are no further questions. We thank you for 
your contribution. You have been very helpful. I hope you will 
continue to be. 

Mr. Fauixner. Thank you for your courtesy, Mr. Chairman and 
gentlemen. 

(The following statement was filed with the committee :) 


HospitaL SERVICE FOR THE AGED AND ITS FINANCE 


This statement is submitted on behalf of the 79 Blue Cross plans serving the 
continental United States, Alaska, and Puerto Rico. These plans were organized 
in the 1930’s as nonprofit community service agencies to encourage self-supporting 
citizens to make orderly provision in advance of need, for the costs of hospital 
service of a quality, and in an amount, shown by current medical standards as 
needed to maintain personal and public health. 

The membership of these plans now has grown to a total of 51,734,611 persons 
or more than 30 percent of the United States population. In 16 States with 
43 percent of the United States population, Blue Cross plans have enrolled as 
members 48 percent of this population. 
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In addition, some 5 million person are members of independent health service 
plans and some 66 million persons have some form of indemnity insurance 
against hospital costs, for a grand total of 123 million Americans now voluntarily 
making some provision for the costs of hospital service. 

Blue Cross plans, their thousands of member hospitals and their hundreds of 
trustees who serve without compensation, take pride in the achievements flowing 
from their initative and leadership. 

Through its strong local sponsorship and its objective of service to the entire 
community, Blue Cross recognized at the outset the special problems inherent 
in providing health service to the aged. Those over 65 years of age use appre- 
ciably more hospital service, to the order of 2% times more, than a population 
of standard age distribution. 

All Blue Cross plans permit subscribers to continue membership after retire- 
ment. For the purposes of your committee, this is the most significant aspect 
of the Blue Cross experience: 53 Blue Cross plans accept new group subscribers 
without age limit and 10 plans accept persons over 65 as new subscribers without 
group requirements. 

3,400,000 persons over 65 years of age are now enrolled in Blue Cross. This 
represents about 65 percent of all persons over 65 estimated by the Social Se- 
curity Administration to have some form of hospital prepayment protection. 

Here again, Blue Cross has taken leadership in the development of a State-by- 
State, community-by-community solution of an important and growing problem in 
the financing of hospital service. This local approach is enhanced by interplan 
agreements to transfer members from one plan area to another and to enable 
subscribers to receive service benefits when hospitalized away from home. These 
reciprocal programs are of special benefit to retirees not living continuously in 
the area of their prior employment. 

In Colorado, a new way of using Blue Cross has been developed. By contract 
with the State department of public welfare, Blue Cross administers the hospital 
benefits provided to recipients of old age assistance and, on an insured basis, 
covers the beneficiaries of the other social security categories. 

We are now engaged in a study of Blue Cross subscribers over 50 years of 
age in an effort to predict the rate at which we can contribute even more rapidly 
to the provision of hospital service to the aged. 

Enrolled groups show a growing interest in programs for retirees by which 
they can remain a part of the Blue Cross group and pay subscription charges 
out of their retirement benefits, often with a contribution from the employer. 

Just as it would have been presumptuous 20 years ago to predict that today 
more than half of the population of Rhode Island, District of Columbia, Dela- 
ware, New York, Pennsylvania, Ohio, Michigan, and Massachusetts would be 
Blue Cross subscribers, so it would be presumptuous to predict that the total 
health needs of the aged can be met by voluntary means. However, it is be- 
coming increasingly clear that large segments of the public can and will pay for 
adequate hospital service of high quality made readily available through pre- 
payment. 

For such use as they may be to your committee, we record below a series of 
observations growing out of our experience in the finance of hospital service: 

1. A program to finance health service for aged persons, if realistic, must recog- 
nize the liklihood of substantial and costly expansion of diagnostic, supportive, 
and rehabilitative services. The recent findings and recommendations of the 
commission on chronic illness foreshadow a growing demand for such services to 
achieve and maintain for each patient the highest degree of self-sufficiency in 
society consistent with his remaining physical resources. 

2. Public pressures tend to be for custodial care. The greatest need of patients 
is for active therapy without financial premium on institutional care. 

38. Voluntary prepayment, and especially Blue Cross, will continue to meet an 
increasing portion of the costs of hospital service for future retirees and their 
dependents. 

4. Voluntary prepayment cannot, singlehandedly, provide hospital service to 
any substantial number of those already retired and not now covered by Blue 
Cross. 

5. Present provisions for financing hospital service to persons over 65 years 
of age are approximately as follows: 


Million 
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There is reason to believe that the number covered by Blue Cross, other pre- 
payment, and by insurance, will continue to grow faster than the population over 
65 and that the number of persons in the “remainder” group will continue to 
decrease. 


Blue Cross plans and the voluntary hospitals of the Nation are most conscious 
of the magnitude and complexity of these problems. We have devoted both sub- 
stantial funds and effort to the development of workable solutions to them. We 
shall continue in this effort and will welcome any opportunity to be of assistance 
to your committee in its deliberations. 

BLUE Cross ASSOCIATION, 
J. Dovcias CoLMAN, 
Vice President and Secretary. 

JUNE 23, 1958. 


Mr. Foranp. The next witness before the committee is Mr. Edward 
H. O’Connor. 

For the benefit of the record, Mr. O’Connor, will you identify 
yourself, 


STATEMENT OF EDWARD H. 0’CONNOR, MANAGING DIRECTOR, IN- 
SURANCE ECONOMICS SOCIETY OF AMERICA 


Mr. O’Connor. Mr. Chairman and members of the committee, my 
name is Edward H. O'Connor, and I am appearing today on behalf 
of the Insurance Economics Society of America, an organization de- 
voted to the study of all forms of social insurance. My home is in 
Chicago, Ill. 

I was just going to say that my statement is a rather general one. 
Being the last one on today’ s program, I will say most of it has al- 
ready been presented, discussed and debated. 

I would ask with your permission and the members of the com- 
mittee that my statement be filed in full. May I just have your 
permission to turn to page 5 and offer a suggestion ? 

Mr. Foranp. Without objection, that will be done. 

Mr. O’Connor. At the present time we have no actuarial statistics 
as to the medical needs of our aged. The Advisory Council on So- 
cial Security financing is now studying some of the problems of 
retirement and disability insurance financi ing. This survey will de- 
termine how well OASDI payments are meeting the needs of retired 
people. 

Furthermore, a long and thorough look at the overall picture of 
our social-security program is needed now rather than a precipitous 
enactment of new liberalizations. 

No one will deny the fact that our Social Security Act isa p atched- 
up law that has been amended many times during its brief history 
of 21 years. 

It would be of great value to all concerned if a complete review and 
study of the entire law, its benefits, and costs and financing could be 
made before any further new enactments. 

(Information referred to follows:) 


STATEMENT BY Epwarp H. O’CoNNoR, MANAGING DIRECTOR, INSURANCE 
Economics Society OF AMERICA 


Mr. Chairman and members of the committee, my name is Edward H. 
O’Connor and I am appearing today on behalf of the Insurance Economics 
Society of America, an organization devoted to the study of all forms of social 
insurance. My home is in Chicago, II. 
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It is not easy to criticize proposed national legislation which appears to be a 
humanitarian effort to help elderly people, the aged widow and survivors of 
covered workers. However, it is imperative that we carefully weigh both sides 
of the question keeping in mind what is best for the economic future of the 
country. Let us not in our humanitarianism forget that the social security 
system represents the source of security for many millions of Americans. With 
undue expansion of benefits and excessively high taxation irreparable harm 
may come to the future operation of the system. 

In order to be brief and at the same time desiring to contribute some worth- 
while thoughts to this discussion I shall confine my remarks today to those 
bills before this committee which propose to amend the Social Security Act by 
increasing the monthly benefits for present and future beneficiaries under the 
OASDI program, increasing the taxable wage base and providing specified hos- 
pital, nursing and surgical services to persons eligible for retirement benefits. 

To accomplish this purpose the tax and taxable wage base are to be increased 
one-half of 1 percent each employer and employee and three-quarters of 1 per- 
cent on the self-employed and the taxable wage base increased from $4,200 to 
$6,000 of annual wages. 

No one will disagree with the lofty ideals this proposal attempts to attain 
but sheer prudence demands that we examine the situation both past and present 
and ascertain whether we can have our cake and eat it. 

Since January 1, 1987, when the Social Security Act became operative, it pro- 
vided for meager benefits at a small cost. The taxable wage base was $3,000 
and remained at that figure for 14 years. Then it jumped to $3,600 where it 
held for only 4 years before jumping to $4,200 for the years after 1954. Now 
it is proposed we increase that figure to $6,000 for tax purposes. 

The first question, I believe, we must face is whether the country, and I mean 
business as a whole and the individual citizen is in position to absorb such a 
tax increase or I may say any further tax increases of any kind. 

The second thought which comes to mind is the question of the present finan- 
cial situation of the OASI trust fund and whether it is a wise move at this 
time to further expand, with new benefits, a program that is now questionable 
as to its financial stability to administer what is already covered in the Act. 

Despite past actuarial declarations of soundness of the program we now find 
that the recent amendments have been too liberal. Many more women retired 
at 62, 68, and 64 than had been anticipated. Farmers paid maximum social 
security taxes for 2 years and then retired. Many an older person who had 
never been under social security found there were ways to build up wage or 
self-employment credits for 2 years and then to collect benefits. All legal but 
expensive. 

The Social Security Bulletin of April 1958, reports : 

“Monthly benefits under the old-age, survivors, and disability insurance pro- 
gram were being paid 11.2 million persons at the end of January—about 76,000 
more than at the end of December. The increase in the number of beneficiaries 
has exceeded 50,000 every one of the past 24 months and 64 out of the past 66 
months. In the 5% years from July 1952 to January 1958 the average monthly 
increase has been about 100,000 and the number of beneficiaries has risen from 
4.6 million to 11.2 million. 

“Monthly benefits being paid at the end of January 1958, totaled $611.2 mil- 
lion, about $5.7 million more than the total a month earlier.” 

In 1957 the OASI benefits paid amounted to $7.3 billion against taxes collected 
of $6.8 billion. This year the estimate is $8 billion paid in benefits with tax 
income of $7.6 billion. It would appear that the program is reaching the point 
of diminishing returns. In view of these facts are we wise in going ahead at 
this time with further amendments to broaden and add new henefits which 
may burden the system with unpredictable costs, in turn developing a program 
so expensive as to defeat its original purpose? 

Overexpansion of our social security benefits, more than anything else, is 
likely to discredit social security in the eyes of the American people. The higher 
payroll taxes necessary to support overliberalized benefits can only lead to public 
disillusionment. On the other hand, if the system can be kept on a modest 
protective basis it may yield increasing public satisfaction with the passing 
of time. 

On the question of social security taxation to support new and enlarged 
benefits we must question how far can we go with these programs. How much 
taxation can workers, employers and the self-employed bear? When we dis- 
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cuss @ program as broad as social security we must concern ourselves with the 
future as well as the present. How will it affect our future economy and will 
the coming generations tolerate an extremely high tax burden that we, the 
present generation, may pass on to them. 

Let us not forget our own present problems of taxation. The Federal Gov- 
ernment is heavily in debt. We face a deficit of $4 billion this year and an 
even bigger deficit next year. This may mean higher income taxes. In view of 
this dreary prospect should social security taxes also be increased? 

Some of the bills under discussion provide for an increase in monthly bene- 
fits for present and future social security beneficiaries. This idea is most diffi- 
cult to oppose for after all who is so naive as not to admit that even a few 
more inflated dollars are welcome. However, it is debatable whether we are 
exercising good judgment to depart further from the basic conception of social 
security which was to provide a “basic floor of protection against want” and 
develop a benefit scale that may reduce the people’s incentives for productive 
effort, their initiatives and desires to assume responsibility for their own 
future well-being. 

To increase the taxable wage base to $6,000 of annual wages would exceed 
the average earnings of regularly employed people which is now no greater than 
$4,200. Would we then be benefiting the greater majority of our people or 
just that minority of persons who have above-average earnings—people who are 
in position to supplement their social security benefit with protection through 
voluntary means. 

The benefit level in effect which was increased only 2 years ago appears to be 
adequate to provide a suitable floor of protection. 

The proposed medical benefits would pay for hospital, nursing and surgical 
eare for 120 days in a 12-month period for OASI beneficiaries and survivors. 
Just how much this added protection would cost is anyone’s guess. Careful 
independent students of social benefit plans seriously doubt that the 1 percent 
increase in the tax rate, as here proposed, would yield the sufficient funds 
required to provide the medical care. Such a tax would yield at this time 
approximately $2 billion which, spread over 13 million beneficiaries, would 
amount to only $150 per person annually. I question whether such services 
can be furnished by the payment of a fixed tax expressed as a percentage of 
wages or self-employed income. 

Such a fixed percentage would not take into account the rising costs of hos- 
pitalization. Government cannot avoid such increases any more than any 
other provider of such benefits. If the latter are compelled to increase their 
rates from time to time, will not the Government be compelled to increase its 
social security taxes for the same services? 

It has been shown over and over during the past 21 years that cost estimates 
by the social security actuary have been too low. They have been based on 
full employment and high wages. Unfortunately, things have not turned out 
that way. We are now witnessing an unexpected drain on the trust fund 
and the equally unexpected loss of revenue. 

Have we any idea of the costs of these medical benefits, say in 1975, when 
we are expected to have 22 million social security beneficiaries? Will it be 
80 costly that we may jeopardize the retirement security of millions of Americans 
who depend on social security for their basic retirement needs? 

One danger of this provision is the question would it encourage overutiliza- 
tion of available facilities by social security claimants thus limiting beds for 
the actual ill of all ages in the community. Statistics in the field of the aged 
are not available to gage this problem. 

If we were to grant such medical benefits at this time to social security bene- 
ficiaries would it not create demands by all covered workers for similar bene- 
fits regardless of age? 

No one will quarrel with the objective of adequate health care for our aged 
citizens. However, one can question whether the solution lies at the Federal 
or State and local level. Recent Federal legislation has aided the States in 
meeting the responsibilities of medical care for those needing it. Why should 
the Federal Government go any further and cover everyone, without regard to 
need. 

I believe in this fiscal year 1958 it is estimated that $380 million of Federal, 
State and local funds will be paid for medical and health needs under public 
assistance. It would appear from these statistics that the question of medical 
care for the needy oldsters is being answered on the State and local basis where 
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the traditional local autonomy of the hospital and the free exercise of profes- 
sional judgment of the physician can be preserved. 

When we discuss the free exercise of professional judgment by the physician 
and the hospital we must recognize that such medical care as proposed under 
these bills would call for controls to be established over the purveyors of the 
services—the hospitals and the doctors, These bills devote several paragraphs 
to “free choice by the patient.” This freedom of choice would be limited to 
selection from among physicians who have signed up with the Government 
and who agree to follow the rules and regulations which the Secretary of 
HEW may promulgate. We must not lose sight of the fact that the ultimate 
authority is vested in the HEW Secretary. He prescribes the regulations for 
physicians, hospitals, nurses, dentists, and patients. When we reach this point 
I am afraid we will have laid the groundwork for a comprehensive compulsory 
Federal medical care plan. 

At the present time we have no actuarial statistics as to the medical needs 
of our aged. The Advisory Council on Social Security financing is now studying 
some of the problems of retirement and disability insurance financing. This 
survey will determine how well OASI payments are meeting the needs of 
retired people. Furthermore a long and thorough look at the overall picture 
of our social security program is needed now rather than a precipitous 
enactment of new liberalizations. 

No one will deny that our Social Security Act is a patched-up law that has been 
amended many times during its brief history of 21 years. It would be of 
great value to all concerned if a complete review and study of the entire law, its 
benefits, costs and financing could be made before any further new enactments. 

In the absence of any worthwhile statistics one may question if the situation, 
at the present time, requires the enactment of any legislation as broad in its 
content as I have discussed. Meantime, I agree with the thought expressed by 
Secretary Folsom of HEW “that the Government’s primary roll in the health- 
insurance field should be to encourage in every sound way the further growth 
of voluntary insurance.” 

Voluntary insurance in the field of financing health care has made tremendous 
strides in recent years. There is good reason to believe that even greater 
progress will be made in the future. 

I most urgently and respectfully request that no further amendments to our 
Sociay Security Act be considered until at least this committee completes its 
review of the actuarial status of the OASI and disability trust funds, and not 
before we have the benefit of the report of the Advisory Council on Social 
Security Financing. 

Mr. Foranp. That concludes your statement. Are there any 
questions ? 

Mr. Mason. Yes, Mr. Chairman. Iam curious, very curious. You 
say you are the managing director of the Insurance Economics Society 
of America located in C hicago, Ill. You said this insurance economic 
study studies just social sec curity provisions of all kinds. 

Mr. O'Connor. Yes. 

Mr. Mason. Just how big a society is this? Is it a local one in 
Chicago or is it nationwide ¢ 

Mr. O’Connor. It is nationwide with headquarters in Chicago. 

Mr. Mason. Nationwide with headquarters in Chicago ? 

Mr. O’Connor. Yes. 

Mr. Mason. That isall, Mr. Chairman. 

Mr. Foranp. Any questions ? 

Tf not, we thank you, sir. 

Our next witness is our colleague from New Hampshire, Hon. 
Chester E. Merrow. 








646 SOCIAL-SECURITY LEGISLATION 


STATEMENT BY REPRESENTATIVE CHESTER E. MERROW, OF 
NEW HAMPSHIRE 


Mr. Merrow. Mr. Chairman, allow me first to congratulate the com- 
mittee on the careful hearings that are being held on our social security 
system and suggestions for its improvement. I was particularly grat1- 
fied with the fact that representatives of our senior citizens ¢ ‘lubs were 
heard in this connection, for it seems very important to me that the 
people who are directly affected by social security should play an active 
role in the hearings before this committee and should have full oppor- 
tunity to state their case. For as one representative of the senior 
citizens clubs told you last week : 

In our generation we brought electricity to the homes and workshops of the 
world. In our generation we produced the automobile, radio, television, the 
airplane. We invented and produced new materials for wearing and for 
housing. 

We conquered some diseases and laid the foundation for our children to 
conquer more. 

Our children are taller than we, stronger than we, and will live longer than 
we—because we built for them a healthier and more abundant America. 

But some would cast us out. We say that the cost of this casting out would 
be too great. We can build and we can buy. We can create and we can 
consume. 

The economy of America needs us. 

Our social security plan was designed to provide a measure of 
dignity and security for our senior citizens, as all of us know so well. 
In a dynamic economy such as ours, the achievement of this purpose 
requires constant review and changes in the plan. 

To this end I am glad to have the opportunity to discuss a number of 
changes which I believe to be essential at thistime. These changes are: 

A 10 percent increase in benefits to bring them in line with 
current living costs. 

Full benefits for all women at age 62 so that wives and women 
workers, who now must take reduced benefits if they apply at that 
age, will have the same benefit rights as do widows and dependent 
oe under existing law. 

An extension of the “dropout” provision so that workers retired 
ee to 1954 can drop out up to 5 years of low or no earnings in com- 
puting their average monthly wage for benefit purposes. 

4. An increase in the Federal share for the public assistance pro- 
grams for needy people on old-age assistance, aid to the blind, aid to 
the permanently and totally disabled, and aid to dependent children. 

A broadening of the aid to the dependent children program so 
that federally shared funds can be used for a trial period of one yea 
to provide for families with small children who are in need because 
we father isunemployed. And, 

An increase in the authorization for the maternal and child health 
weak child welfare services programs under the Social Security Act. 

The importance of a 10 percent increase in benefits to those of our 
senior citizens whose income has already been reduced because they 
are retired must be apparent to anyone who has visited a grocery store 
during the past few months. We are well aware that the increase in 
the cost of living, which has occurred since 1954 when benefits were 
last increased, calls for such an adjustment. The Congress has al- 
ready recognized the need for an upward revision in military pay 
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scales, in the benefits paid to civil service retirees, and in the salaries 
of Federal classified and postal workers. We know that the cost of 
living has increased by 7.8 percent since 1954 and that wages have gone 
up by 12 percent. Simultaneously, the gross national product has 
increased by about $60 billion. The 10 percent increase in benefits 
which I favor would not only mean more groceries and more goods and 
services for our older men and women but it would put at least an 
additional $60 million of purchasing power each month in the hands 
of the people who need it most. Finally it would give our senior 
citizens a fairer share of the increase in the goods which we are able 
to produce so abundantly in this land. 

My second proposal, on behalf of the women of America, would 
accord them the same equal status as to benefit rights at age 62 which 
was contained in the bill passed by the House in 1955. This bill 
provided full benefits to all women at age 62. The compromise measure 
which was finally enacted into law in "1956 made the distinction that 
wives who retired at age 62 would receive only 75 percent of the 
amount of the monthly benefit to which they would be entitled at age 
65, and that women workers, at 62, would be entitled to only 80 per- 

cent of their full benefit if they retired at that time. Only widows and 
aged dependent mothers were accorded the right to full benefits at 
age 62. 

The fact that some 692,000 women applied for these reduced benefits 
during the first year—a far larger number than had been anticipated — 
indicates clearly to me that far too many women, at age 62, find them- 
selves in such serious financial straits that they are forced to apply 
for these smaller benefits, even though they realize that they are 
cutting down the amount of their monthly social security benefit for 
the rest of their life. I believe that we must insist, at this time, that 
the House bill as adopted in 1955 be enacted into law, so that all 
women may be entitled to full benefits at age 62. This would apply 
not only to women retiring in the future, but also, close to a million 
women now receiving reduced benefits would immediately become en- 
titled to full benefits. 

I would like also to call for special consideration for my bill, H. R. 
5412, which would extend the provisions of the 1954 and 1956 amend- 
ments of the Social Security Act so that the “dropout” would also be 
available to persons who retired prior to these amendments. Under 
present law, only workers who retired after September 1954 or had 
6 quarters of coverage after June 30, 1953, are entitled to dropout 
up to 5 years of low or no earnings in the computation of their 
average monthly wage for benefit purposes. Workers who cannot 
meet these requirements will never get increases in benefits provided 
by the “dropout” unless they become eligible for a recomputation 
because on earnings in excess of $1,200 after retirement. In my view, 
this provision discriminates against just those people who need it 
the most—retired workers whose average monthly wage derives from 
years in which the wage levels were much lower ‘than ‘they are today. 

The fourth change “would increase the Federal share for those 
needy people who are receiving payments under the State old-age 
assistance, aid to the blind, aid to the permanently and totally dis- 
abled and aid to dependent children programs. We know that the 
number of public assistance cases has risen by a third, partly, I am 
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sure, because conditions of unemployment make it harder for older 
people to find work or stay on the job; partly because many families 
have nowhere else to go when their unemployment benefits have 

expired, and partly because the working sons, daughters, or relatives 
who have contributed toward the support of their aged parents are 
no longer able to do so when they are out of a job. 

The Federal Government should, I believe, bear its proper share 
of the additional costs to the States brought about because of these 
conditions. By this means, States would also be encouraged to make 
needed increases in the payments to their needy people. And this 
is a purpose ardently to be desired when we consider that the average 
old-age assistance payment today i in this country is about $60 a month— 
an amount which is supposed to provide food and clothing and shelter. 
In exactly half of the 48 States, indeed, it is lower than $60, descending 
to a meager $30 per month in “Mississippi. I am glad to say that my 
own State of New Hampshire is above the national average, standing 
at about $68 per month, but I know full well that too many people 
in my State are forced to live on inadequate food and in marginal 
living quarters. 

i therefore, strongly favor the proposed increase in the Federal 
share which would continue to pay four-fifths of the first $30 of each 
individual payment on old-age assistance, aid to the blind, and aid to 
the permanently and totally disabled, but add a payment of two-thirds 
(now one-half) of the next $15, with 50-50 maximum of the remainder 
up to $70 (now $60). A compar: able increase should also be provided 
in the Federal share for the aid to dependent children program. This 
change in the law would enable States to add approximately $5 to 
the assistance payments of most recipients. 

Not only is it necessary to see to it that the people on public assist- 
ance receive more realistic benefits, but we must a to examine 
the program to see if it is not leaving important gaps in its coverage 
of needy persons. I believe such a gap today exists in the aid to 
dependent children program. 

Under existing law there can only be Federal matching funds for 
children in need where they have been deprived of support and care 
by reasons of the parent’s disability, death, or absence from the home. 
The inadequacy of this provision becomes particularly apparent in 
times such as these when the economy has suffered a downturn and 
many children are in dire need because of the unemployment of their 
father. No Federal funds are available for these families and they can 
only look for help to private sources or the already hard- pressed 
State general assistance rolls. 

Thus, I believe that, at least for a 1 year trial period, Federal funds 
should be made available for families with children where the father 
cannot supply the necessary support and care because of his un- 
employment. 

Finally, I trust the committee will take account of the fact that 
the present appropriations for funds for the major programs of the 
Children’s Bureau are at the statutory maximum of $16,500,000 for 
maternal and child health and of $15 million for crippled children’s 
services and are just under the maximum authorization of $12 million 
for child welfare services. For this reason many States are finding 
it difficult to expand their programs to meet current needs at a time 
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when the child population is increasing by about 1 million a year. 
You have heard the testimony of the director of the National Child 
Welfare Commission of the American Legion, Randall Shake, who, 
in recommending an increase in present authorizations, made the fol- 
lowing statement : 

It becomes almost criminal in one’s thinking to learn that about 300,000 children 

in the richest Nation in the world are affected with cerebral palsy but only about 
8 percent are receiving care in State or local programs. Other figures released 
by the United States Children’s Bureau indicated that approximately 295,000 
children are affected by epilepsy and less than 1 percent are being assisted by 
erippled children’s services. Another 675,000 are reported to be suffering from 
rheumatic fever with only 1.4 percent of them under official programs. 
With regard to child welfare service, he also pointed out that, while 
these services should be available to all children who need them, 49 
percent of all counties in the United States had no full-time child- 
welfare worker in 1956. 

May I say that this country is indebted to the American Legion for 
joining the public welfare officials and organizations in urging this 
change. For, in the words of Resolution No. 26, soaps by the na- 
tional executive council of the Legion early in May of this year: 

Whereas it has been demonstrated the statutory ceilings established in the 
Social Security Act for these vital programs are inadequate based on the tre- 
mendous growth of the child population in this country, now, therefore, be it 

Resolved, That the American Legion urges that title V of the Social Security 
Act be amended to provide an increase in the statutory authorization of funds 
for the programs of child welfare services, crippled children services, and ma- 
ternal and child health commensurate with the increase in child population in 
the United States. 

Mr. Chairman, I appreciate the opportunity to present the foregoing 
statement on these matters because I believe that sroviding a genuine 
and self-respecting kind of security for our aged, our handic apped, 
and our children is at the heart of the meaning and purpose of life in 
a democracy. I know you will give serious consideration to the pro- 
posals whic ’h I have made and I look forward to early action on the 
Social Security Amendments of 1958. 

The Cratrman. Thank you, Mr. Merrow, for giving us your views. 

Our next witness is our charming colleague from New York, Mrs. 
Katharine St. George. 


STATEMENT OF REPRESENTATIVE KATHARINE ST. GEORGE, OF 
NEW YORK 


Mrs. Sr. Grorer. Mr. Chairman, I am happy to have this oppor- 
tunity of submitting a statement in behalf of H. R. 7141, a bill I 
introduced originally on May 2, 1957. This bill would amend title IT 
of the Social Security Act so as to remove the limitation upon the 
amount of outside income which an individual may earn when receiv- 
ing benefits under the act. 

Mr. Chairman, it is inconceivable that social security is to be re- 
garded as charity and that in order to qualify for it one must take a 
pauper’s oath. Yet that is practically what is happening under the 
act as now written. 

Social security was conceived as a form of insurance to which both 
the employer and the employee contribute. It is their money and it 
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is not a gift from a kindly or charitable Government. No one is going 
to pretend that anyone can live comfortably on their social security. 
We admit this when we permit them to earn up to $100 per month. 
Why the limitation? Why pauperize people who have been hard 
working up. to the age of 62 and 65 respectively, and have made 
regular payments into the fund, and then deny them their rights if 
they have earnings of more than $100 per month. 

Mr. Chairman, there are 9 million elderly American citizens today 
who are being penalized in their old age by this discriminatory and 
unfair social security law. There are 7,500,000 of them who are living 
in a below par bracket, where they are virtually imprisoned, while 
another 1,250,000 of them refuse to go on the shelf and are denied 
the pensions for which they have paid. This is also working a great 
hardship on the dependents and spouses of these same people who 
prefer to continue working rather than live on this sorry pittance. 

Mr. Chairman, since introducing H. R. 7141, I have received over 
1,450 letters in support of that bill. These letters have come from all 
over the country. There is indeed a crying need for this correction 
of our social security law. 

Opponents say that if we take off the $1,200 per annum ceiling it 
will add 1,250,000 names to the social security rolls at a time when we 
are faced with the prospect of security cash outgo being larger than 

cash income. This may well be true. But this outgo-income disparity 
is only a temporary situation which might cause us to dig into our 
huge security cash surplus built up over the years; by 1960, with an 
automatic payment percentage rise we would again show a strong 
surplus. 

Passage of H. R. 7141 would mean an immediate slight increase of 
five- eighths of 1 percent paid by employers and employees for social se- 
curity. But surely this would be well worthwhile when it means that 
vach participating worker would be assured of a pension regardless 
of his earnings after retirement. 

After all, this is money we pay ourselves, and it is money that goes 
back into the economy for goods and services. 

We send money all over the world lav ishly and yet we are penalizing 
and degrading our senior citizens at the time when they should be able 
to look forward to a little ease and comfort, free from financial worry. 
Let it not be said of us that we have made the Greek saying come true, 
“Those whom the gods love, die young,” by making old age in our 
country spr wwand “unhappy. 

(Mrs. St. George filed a group of letters pertaining to this subject 
with the desmatiien) 

That concludes the calendar for today and the committee will stand 
recessed until 10 tomorrow morning. 

(Thereupon at 3:20 p. m. the committee recessed to reconvene at 
10 a.m., Wednesday, June 25, 1958. ) 
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WEDNESDAY, JUNE 25, 1958 


House or RepreseNTATIVES, 
CoMMITTEE ON Ways AND MEANs, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Aime J. Forand presiding. 

Mr. Foranp (presiding). The committee will kindly come to order. 

The committee will now recognize Mr. Patman, a Congressman from 
Texas. Mr. Patman, while we know you well and favorably, for the 
purpose of the record will you identify yourself? 

Mr. Parman. Thank you, Mr. Chairman. 

Of course; I am a Member of Congress from the First Congressional 
District of Texas and have been since 1928. 


STATEMENT OF REPRESENTATIVE WRIGHT PATMAN, OF TEXAS 


Mr. Parman. Mr. Chairman, the true greatness of a nation is re- 
flected in the consideration which it shows for its old people. We 
have always known this in our hearts, and we know it also from the 
history of other nations and other societies. 

Our own Nation, in our own time, is in a new era of human history. 
Unlike the countless societies before us, our central problem is not how 
to divide up and stretch out a scarce and inadequate supply of the 
material good that are necessary for life and comfort. 

Ours is the problem of how to use our surpluses for good purposes, 

Keeping our productive capacity fully employed in good ways is a 
large problem today, and it looms as an even larger problem tomorrow. 

For example, a recent study made for the Twentieth Century Fund 
indicates that in the years ahead the production of all goods and serv- 
ices in this Nation will increase 5 to 8 times as fast as the population to 
be supported. 

In our time, failing to provide the material needs by which our 
older people can live in dignity and modest comfort can result only 
from a meanness of heart which the American people do not have. 

Yet strangely enough, several million men and women over 65 years 
of age are today living on just the barest subsistence. The average 
old-age pension in my own State of Texas is just $47.05 per ae 
and this is by no means the lowest. And remember, these pensions 
are paid only after an old person has exhausted all of his or her other 
resources. 

Living in this mean way, our older people cannot properly perform 
their most priceless service to our society, which is to advise and coun- 
sel the young people, to steer them along the high roads that experi- 
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ence and wisdom have built and away from the back alleys of juvenile 
delinquency. 

Can we Meme any youngster for doubting that the judgments of 
our old people and judgments which our society values, when we place 
so little value on the old people themselves, when we allow them to 
live in mean and miserable circumstances. 

In H. R. 77 I have tried to express these simple and humane 
thoughts: 

(1) The Federal Government should pay our aged citizens a pen- 
sion which at least allows subsistence ; and 

(2) This pension should be paid to every aged citizen who asks for 
it, without first requiring that the person exhaust all of his resources, 
and. without deductions in the case of those who can still busy them- 
selves to earn a few dollars at some useful pursuit or hobby. 

Consequently, H. R. 77 provides that any citizen who is 65 or older 
may receive a pension of $75 per month. Certainly, this is little 
enough. It would not fully meet living expenses, but when supple- 
mented by payments from the States—which payments would allow 
for differences in local costs and standards of living—this $75 from 
the Federal Government would greatly improve the lots of our whole 
society. 

All I ask is that the committee do what your hearts tell you to do. 
Do not be deterred by a few loud criticisms from groups who are 
organized to criticize and oppose any and all good and humane ges- 
tures of government; theirs is not the voice of America—that voice 
is the one you hear in your hearts. 

Mr. Foranp. Thank you, Mr. Patman. 

We will now hear from our colleague from New Jersey, the 
Honorable Gordon Canfield. 


STATEMENT OF REPRESENTATIVE GORDON CANFIELD, OF 
NEW JERSEY 


Mr. Canrietp. Mr. Chairman, I appreciate the opportunity to add 
my support to a very necessary cost-of-living increase in social- 
security benefits which represent the right to food, clothing, and 
shelter for more than 11 million Americans. The gentlemen serving 
on this committee are aware that these people are the special victims 
of a timelag since the last benefit increase in 1954, during which the 
cost of living has increased by 7.8 percent. You also know that the 
average old-age benefit today is less than $65 per month and that 
each month’s check buys a little less. Moreover, I think we all recog- 
nize that the responsibility for making an appropriate adjustment 
upward in the amount of these social-security checks rests squarely 
with the Congress. At this time, it will not only represent an im- 
portant increase in purchasing power for essential items, but it will 
mean the difference between a near-starvation diet and adequate food 
for many of our older people. At the same time, we have an equal 
responsibility for increasing the Federal share in our public assist- 
ance plans so that the States can make a comparable increase in their 
programs for the needy aged, the disabled, the blind, and dependent 
children. 
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Another very necessary change in our social security system, about 
which I have long been concerned, is the fact that it contains the 
penalty clause which begins to cut off benefits when earnings reach a 
given level—currently $1,200 a year. I know that you, together with 
every Member of Congress, have received hundreds of letters from 
men and women struggling to make ends meet by supplementing their 
inadequate social-security payment through outside earnings, only to 
lose their benefits. The inequity of this situation is compounded by 
the fact that the test applies only to earned income. Thus, one man 
will have his benefits cut off because he is fortunate enough and 
energetic enough to get a job, while his neighbor down the street, 
whose income is from stocks and bonds receives all of his social-security 
benefits without question. I am not impressed with the elaborate 
explanations as to the philosophical reasons for this distinction. | 
am convinced that it is wrong in principle and that no amount of patch- 
ing up, such as we have tried to do in the past, will correct this 
inequity. The only reasonable remedy is to remove the test entirely, 
as provided in my bill, H. R. 1085. 

I know you are aware of the fact that a plethora of words will not 
relieve these situations. They call for action—and early action. 

Mr. Foranp. Thank you, Mr. Canfield for giving us the benefit of 
your views. 

We will now hear from our colleague from California, the Honor- 
able Gordon L. McDonough. 


STATEMENT OF REPRESENTATIVE GORDON L. McDONOUGH, OF 
CALIFORNIA 


Mr. McDonovueu. Mr. Chairman and members of the committee, 
I appreciate this opportunity of expressing my views on the urgent 
need for serious consideration of adequate amendments to make the 
Social Security Act more beneficial to the millions of people in this 
Nation who depend upon it as a source of living during their years of 
retirement, in view of the fact that the cost of the ordinary commodities 
for living such as food, clothing, and shelter has advanced and these 
unfortunate people find themselves on a fixed income and unable to 
live within the limits of their retirement income. 

Permit me to read an editorial from a recent edition of the Los 
Angeles Times which emphasizes the need for immediate consideration 
of our senior citizens: 


In its emphasis on youth and its problems our culture has tended to disregard 
another age group that is growing rapidly. That group is made up of Americans 
65 or over. 

In 1900 there were only 3 million in that category ; now the number has grown 
to 15 million and is increasing by 400,000 annually. The growth rate is higher 
than that of the population as a whole; by 1975 it is estimated that 1 person 
in 10 will be in the 65-plus bracket. 

The social and economic consequences of this growth are serious matters to 
reckon with. G. Warfield Hobbs, a New York banker and chairman of the Na- 
tional Committee on the Aging, says that the Nation has created a myth about 
the “golden years.” 

Many old people are caught in the trap between rising prices and fixed social 
security benefits, Hobbs says, And he adds that many of them are confined to 
nursing homes, several millions live with married children or relatives, and 
about 7 million try to get along on incomes of less than $80 a month, 
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He raises the point that many 65-year-olds want to continue working but that 
mandatory retirement in an increasing number of businesses and professions 
does not permit this. The problems of the aging population are going to be 
forced on our attention in the near future. 

The American people cherish independence—independence as a 
Nation and independence as individuals—as a vital element of their 
national heritage. 

Today it is as important to an American to maintain his self-respect 
and independence as a free citizen as it was to the American pioneers 
of a hundred years ago. He wants the opportunity to choose his own 
profession, to make his own decisions as they regard his own welfare 
and that of his family. He wants the right to prove his ability and 
to test his own judgment, and he is willing to accept his destiny in the 
acknowledgment of his mistakes as well as the acclaim for his successes. 

But an American today faces a major problem in his efforts to main- 
tain the personal independence he so cherishes. He lives at a time 
when our Nation is expanding in an era of progress unprecedented in 
world history. He lives in an age of prosperity such as the pioneer 
of a hundred years ago could but dimly envision in his most fantastic 
prophesy. 

But today’s American also lives in an age of soaring living costs, 
and the highest living standard any people on earth have ever Renn 
And with this fabulous prosperity has come an age of astronomical 
Government spending, unbelievable Government debt, declining buy- 
ing power of each dollar earned, and accompanying high taxes on 
Federal, State, and local level which shrink earning power and dimin- 
ish the ability of an American to save part of his earnings during his 
years of high productivity so that he can meet the costs of raising and 
educating his family, and also accumulate enough in savings to assure 
an adequate income for h's years of retirement when he is no longer 
able to maintain employment. 

Social security has offered a partial solution to the problem faced 
by the American senior citizen. But it has fallen far short of its 
goal of providing independence and security for our elder people. 

Our senior citizens who find themselves faced with existence on the 
small pension provided by present social security are in many instances 
unable to afford even the bare necessities of life. It is difficult for 
them to find shelter at low enough cost so that any part of their small 
allowance will be left to provide a minimum of the food necessary to 
maintain life. There is Tittle left over for any small luxury, and no 
provision for adequate medical attention. Hospitalization or nursing 
care for the most part can be obtained only as a charity patient where 
such facilities might be available to the impoverished. 

Unless the senior citizen has managed to save enough to augment 
his paltry social security income or receives assistance from relatives, 
he faces declining years of extended impoverishment haunted by the 
fear of losing all self-respect and personal independence as a charge 
of public charity, if inflation decreases his limited buying power or 
illness threatens. 

We have improved social security it is true, but not enough. We 
have raised payments to a small extent, but not sufficient to provide 
security. We have extended social security coverage, but we have not 
provided adequate protection for all our citizens so that every Ameri- 
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can can accept the challenge of the age in which he lives, devote the 
productive years of his life to the security and welfare of the United 
States and to the care of his own family, and face the years of retire- 
ment with the secure knowledge that an adequate pension will be avail- 
able to allow him to maintain his independence and self-respect as an 
American and to enjoy his later years assured of an income sufficient 
to provide him with a decent living and necessary medical care. 

It is high time we took the necessary steps to improve social security 
until it actually does the job for which it was intended—the job of 
assuring security to our senior citizens. We must not create a new 
forgotten man in America—the man of elder years. We must not 
reduce any American to a state of abject dependence on charity for the 
necessities of life and for his very existence. 

We must act now to revise and improve our social security system 
until we have devised a retirement program which will achieve its 
goal of providing an adequate retirement pension for every American 
upon reaching the age of senior citizen. 

I am confident the members of this committee are well aware of the 
need for immediate legislation, and I trust that you will report a bill 
to the House during this session of Congress to adequately amend the 
Social Security Act to bring this much needed relief to our widows, 
orphans, dependent children, disabled, and retired senior citizens. 

strongly recommend that your committee give full consideration 
to the Blatnik bill, H. R. 7086, as a means of improving social security. 

I believe the proposals and the formula in the Blatnik bill provides 
a new, efficient, and a better method than the present social security 
plan. 

I urge your committee to give favorable consideration to the 
Blatnik bill, H. R. 7086. 

Mr. Foranp. Thank you, Mr. McDonough. We appreciate your 
views on this subject. 

Our next witness will be our colleague from New York, the Honor- 
able Harold C. Ostertag. 


STATEMENT OF REPRESENTATIVE HAROLD C. OSTERTAG, OF 
NEW YORK 


Mr. Osrprrac. Mr. Chairman, I appreciate very much this op- 
portunity to present a statement to your committee on our social 
security program. I wish to commend you and the members of this 
committee for scheduling hearings at this time to consider the many 
aspects of our social security system and the proposals to provide 
greater security for our poonee 

It is becoming increasingly evident that we must continue to improve 
our social security system. Many of our elderly retired citizens are 
not maintaining the standards they observe because of their low 
retirement incomes the restrictions on their earnings and the rising 
costs of living. We have made excellent progress in social security 
legislation, but there is need to continue our efforts. 

Recently, I conducted a poll among residents of the congressional 
district which I represent and included several questions concerning 
social security. More than 7,000 persons replied to the questions. I 
would like to point out to you the response to the questions on social 
security : 
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In reply to the question, “Do you favor increasing the present $4,200 
social security tax base and the tax contributions, if benefits also are 
raised ?”, 53 percent answered “Yes”, 38 percent said “No”, and the 
remainder had no opinion. 

To the question, “Should the social security laws be amended to raise 
the annual $1,200 ceiling on earnings?”, 60 percent replied in favor, 
22.5 percent opposed, and the others had no opinion. 

It is important to bear in mind that these were replies, not solely 
from the group now receiving social security benefits, but from a 
cross section of the entire public. 

I am aware that the committee has before it many meritorious bills 
to improve the programs in this field. Readjustment of the level of 
benefits appears particularly necessary; certainly the minimum bene- 
fits should be raised to a more realistic level. Raising the tax base 
would provide additional income for the social security fund. 

In addition I would like to draw attention to several bills which 
I have introduced and urge the committee to give them careful con- 
sideration. My bill, H. R. 851, would raise the ceiling on annual 
earnings of social security annuitants without a loss of benefits. I 
propose to raise the ceiling on earnings to $1,200 a year, plus the dif- 

erence between the annual benefits received by the annuitant and the 
maximum benefits permitted. This would not require an increase in 
payments, but wosta equalize the total income ceiling for all annui- 
tants. As you know, the present law limiting earnings to a flat $1,200 
is, in many cases, stifling the energy and initiative of elder citizens who 
could improve their present earnings situations by their own efforts. 

Another bill of mine, H. R. 1207, would remove certain limitations 
on benefits of persons just retiring or reaching the age of 72. In 
determining benefits, the bill would make the ceiling provisions of the 
law applicable only to the months after a person retires or before 
reaching age 72. 

I believe these bills are deserving of careful study and I hope the 
committee will give favorable consideration to the proposals I have 
made and to other worthy proposals now pending before it. These 
are very necessary if we are to improve the social security law and 
provide the adjustments which are essential to the people who depend 
so heavily upon these payments. 

Mr. Foranp. Thank you, Mr. Ostertag, for giving us your views. 

Our next witness is our colleague from Michigan, the Honorable 
Alvin M. Bentley. 


STATEMENT OF REPRESENTATIVE ALVIN M. BENTLEY, OF 
MICHIGAN 


Mr. Bentiey. Mr. Chairman and members of the Ways and Means 
Committee, I wish to thank you for this opportunity to present my 
views regarding needed changes in the Social Security Act. I would 
like to call attention to several bills I have pending before your 
committee. 

H. R. 4636: To amend section 203 of the Social Security Act to 
increase the amount of outside earnings permitted without deductions 
from benefits, and to liberalize the provisions under which such earn- 
ings are charged for purposes of such deductions. 
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Comment: I have introduced legislation identical to H. R. 4636 in 
two previous Congresses. I sincerely believe that the present limit of 
$1,200 on outside earnings under the act is too low. Almost every 
week I receive several letters from constituents on this subject. I feel 
that a great many of our citizens are in difficulty subsisting on the 
present benefits when they are limited to outside earnings of only $100 
per month. It does not seem fair to penalize those who are willing 
and able to supplement their benefits by a greater amount. In many 
cases our elder citizens continue to work full time rather than partially 
retire and work under this limitation. 

H. R. 8410: To provide that an individual who is not eligible upon 
reaching retirement age for old age insurance benefits under title IT 
of the Social Security Act may obtain a refund of the social security 
taxes which he has paid. 

Comment: There are a great many of our elderly citizens who have 
been unable to acquire enough quarters of coverage to qualify for 
benefits by the time they reach retirement age. In many cases where 
they are physically able, the individual continues to work until he can 
acquire the quarters of coverage he lacks. However, there are many 
citizens who are absolutely unable to continue working for physical 
reasons or are simply unable to secure covered employment. In such 
cases, I feel these citizens should be entitled to the privilege of a re- 
fund of the amount of tax they have paid in to the social security 
reserve fund as employees. 

H. R. 10481: To amend Title IT of the Social Security Act to provide 
that an individual may become entitled to husband’s insurance benefits 
thereunder if he is dependent on his insured wife when he files his 
application for such benefits, even though he was not dependent on 
her when she became entitled to old age insurance benefits. 

Comment: I have found several cases where a noninsured husband 
becomes dependent upon his insured wife after she became entitled 
to old age insurance benefits. Under the present act the husband 
must be dependent on the date she becomes so entitled. I feel that 
this penalizes the husband who may later become dependent through 
no fault of his own, and he certainly should not lose out entirely 
because of this technicality. 

H. R. 11110: To amend Title IT of the Social Security Act to provide 
for the payment of monthly insurance benefits to the wife, dependent 
husband, or child of an individual entitled to disability insurance 
benefits. 

Comment: Under the present law individuals who become disabled 
may draw disability benefits at age 50, but he or she is not entitled 
to benefits for a dependent spouse or child. In other words they 
are treated as a single person regardless of the fact that the needs of 
his or her dependents may be a tremendous problem. 

H. R. 11932: To amend Title IT of the Social Security Act to elimi- 
nate the requirement that a wife, husband, widow, widower, or child 
have occupied that status for a specified period of time in order to 
qualify for benefits, and to eliminate remarriage as a bar to benefits 
in certain cases. 

Comment: There is a restriction under the act as it now stands which 
requires a 3-year waiting period after remarriage before a dependent 
widow or widower or child can be eligible for benefits. It is my 
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thought that that waiting period should be eliminated as it is creating 
a real hardship which in some cases makes it impossible for individuals 
to remarry because of the loss in income which results. 

In addition to calling the committee’s attention to the above legis- 
lation I would also like to report on the results of those questions per- 
taining to social security which appeared on my annual questionnaires 
over the past 5 years. These questionnaires were circulated to over 
100,000 of. my constituents. The results were as follows: 

1954 Percent 


2. Social security should be extended on a compulsory basis to farmers, 
professional people, etc. : ° 


NTE ee ee ec cee ee nT ee ein am aeebsee cnet i ini oemnbommet 51 

a at 49 
3. The social security retirement age should be lowered from 65 to 60: 

a a a li ieee ciara tnlgeenioethiin lied adaeeen iptables 58 

a 42 


4. The social security system should be put more nearly on a pay-as- 
you-go basis: 


me Se Es ce es et et a ee 90 
I a as 10 
1955 


13. Social security benefit payments should be authorized for disabled 
workers: 


RMN ae ee Shanes ce Lk ge 79.3 
a ce slaeaat eh entbanbcbencddiinbeedae 10.3 
Cee a ce gi ei 10. 4 
1956 
6. New social security legislation should— 

(1) Lower the retirement age for women_____-__---____________________ 89 
(2) Permit increased outside earnings._......_...._____._______________ 51.6 
(3) Permit disabled workers to get benefits at age 50_-_-__.______________ §2. 4 
(4) Increase minimum benefits to retired workers________-_____--_______ 33. 8 


7. If you answer any part of question No. 6, should contributions be 
raised to keep the system on a pay-as-you-go basis: 


ee aE Eid ceck bch heats Sebibieeemnsnddebiad 68. 3 
ee ee eeameey 16. 6 
1957 


We need the following improvements in our social security laws: 


(1) Lower retirement age for men and women______-_-__-______________ 46.1 
(2) Allow increased outside earnings._.._....._._-____________________ 59.8 
I a Sc listeaannenikebepecetbinnencpbeticn 80. 9 
(4) Pay full benefits regardless of other pension income_________________ 38.9 
1958 
6. Regarding social security, I favor (1 or more) : 
(a) Lower the retirement age to 60__.__-__-_--__-_-__-_._--___-______ 59.1 
IO sr nS IN eh cneermsereinen 44.6 
(6) Set Domes on @ cost Of living basis... 46.8 
(d@) Require at least 20 quarters (5 years) of covered employment to 
pment en ct eS 39.8 


If any of these are possible I favor raising the social security tax toa 
point where income and expenses of the fund are in balance: 
a a Sa I ges Sars a oad a mnie on antag mccdeaaenitrpeeminciognalonenanatione 61.5 


Of course several of these issues have already been acted upon by the 
Congress such as benefits for disabled workers at age 50, etc. It will 
readily be seen that in all cases, usually a majority of my constituents 
have favored lowering the retirement age and also lifting the limita- 
tion on outside earnings. With regard to lowering the retirement age, 
the thinking seems to be that due to the inability of older persons to 
obtain employment, they should be permitted to retire earlier. This 
would also help the labor market by opening up more jobs for younger 
citizens. 





— ee SS 





SOCIAL-SECURITY LEGISLATION 659 


My correspondents feel that the limitation on outside earnings of 
$1,200 per year should be definitely lifted or eliminated. Present 
benefits are woefully inadequate due to inflation, and if an individual 
is able and willing to supplement his benefits, he should be able to do so. 

In using a large variety of questions over the years I have always 
found that I receive an excellent percentage of replies on those pertain- 
ing to social security. In view of the tremendous public interest in 
proposed amendments to the act, I feel the committee should make 
every effort to consider as many pending bills as possible this year. 

Mr. Foranp. Thank you, Mr. Bentley, for presenting your views 
to our committee. 

We will now hear from our colleague from Florida, the Honorable 
Paul G. Rogers. 


STATEMENT OF REPRESENTATIVE PAUL G. ROGERS, OF FLORIDA 


Mr. Rogers. Mr. Chairman, thank you for this opportunity to ex- 
press my concern in the many inequities in the present social security 
law and the need for such inequities to be corrected. 

One of the most urgently needed revisions concerns the limitation 
on income for those receiving benefits under the present law. ‘The 
limitation of $1,200 earned income for those of 65 years of age—62 for 
women—is working untold hardships on all of our senior citizens. 

This limitation of $1,200 earned income forces many people into 
retirement years before their usefulness to their jobs and to themselves 
is over, because to take advantage of the social security benefits they 
themselves have built up over the years, they must surrender their 
occupations. We need to remove this limitation upon the amount of 
earned income which an individual may work for while receiving 
benefits. The limitation in effect reduces the individual’s income to 
a point below the necessary amount to provide a reasonable living, and 
if the person continues on at his occupation he is deprived of benefits 
he has paid for and is not receiving. 

The present social security setup is unrealistic in view of the cost 
of living. The worker covered under the system has worked for and 
paid for these benefits, and the limitation on earned income should be 
removed so that they may have what is justly their. 

Mr. Chairman, I urge your committee to grant relief to these 9 
million Americans presently handicapped by this law, and the millions 
more who soon will be if Congress does not act to remove this limitation 
and make social security work for the people, instead of just taking 
savings over the years and then late in life withholding from them 
the advantages intended : Security. 

Mr. Foranp. Thank you, Mr. Rogers, for your views on this subject. 

Our next witness will be our colleague from Michigan, the Honor- 
able Charles E. Chamberlain. 


STATEMENT OF REPRESENTATIVE CHARLES E. CHAMBERLAIN, 
OF MICHIGAN 


Mr. Cuampertarin. Mr. Chairman, it is my earnest hope that Con- 
gress will take some action this year in revising one of the major 
weaknesses in our social security system—the income limitation pro- 
vision otherwise known as the retirement test. My bill, H. R. 7896, 
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will not only liberalize the law by allowing higher annual earnings 
before benefit deductions are imposed but it will also allow a greater 
spread of earnings before all rights to yearly benefits have been used 
up. 
The present law, in my view, is highly discriminatory to the ordinary 
American retired worker who is forced, by his meager social security 
payment, to supplement his benefit. Here is how the retirement test 
works today. A retired individual can earn up through $1,200 a year 
without losing any benefits. If he earns any money above $1,200, he 
will lose 1 month’s benefit for every $80—or part of $80—in excess 
of that amount. For instance, if he earns $1,300, $100 over the limit, 
he loses 2 months’ benefit. If he earns over $1,600, he loses 6 months’ 
benefits. And when his earnings are over $2,080 he will have to for- 
feit all his benefits. 

I ask you, Is this a realistic test? .I think the social security benefit 
structure clearly demonstrates that it is not. The maximum benefit 
that a retired worker can get under social security today is $108.50 a 
month or $1,302 a year. Add $1,200 to this amount and you get a 
total income, earnings and benefits, of $2,500. This, moreover, is the 
maximum benefit under social security. The effect of the retirement 
test in the case of the average benefit of about $65 a month is even 
more devastating. Such an individual’s yearly benefit income and 
allowable supplemental earnings won’t even total $2,000, and the 
person on the social security minimum of $30 is allowed to have 
earnings and benefits which total only $1,560 a year. 

Can these effects of the retirement test be tolerated during a time 
when each month has meant a cut in the purchasing power of the 
retired person’s annuity? Is this the time to say to our older workers 
that their reward for trying to eke out an existence with dignity is the 
loss of social security benefits ? 

The retirement test not only presents a basic problem of economics 
for many of our older citizens but it presents many problems of indi- 
vidual inequity. Not only will an individual forfeit benefits if he 
works, but he may well lose a lot more than he earns. Let’s take our 
example of the worker who earns $1,300 a year and loses 2 months’ 
benefits. For his excess earnings of $100, he will lose 2 benefits of 
$108.50 and if he has a wife eligible for benefits, she too will lose 2 
benefits of $54.30—total benefit loss of $325.60 for $100 of excess 
earnings. This, I maintain, does not square with the fundamental 
American principle of fair play. 

My bill approaches the problems raised by the retirement test in two 
ways. First, it raises the annual income limitation from $1,200 to 
$2,400. This I believe isa figure that has some relation to the economic 
realities of our times. 

Secondly, the bill would change the unit of loss benefit mechanism 
from $80 to $200 so that an individual will lose only 1 month’s benefits 
for every $200 of earnings over the annual income limitation of $2,400. 
This will result in a much greater spread of possible earnings without 
total benefit loss. Under existing law all benefits are lost when annual 
earnings exceed $2,080 but under my bill all benefits would not be for- 
feited until earnings have exceeded $4,600. 

My bill overcomes the objections which I have described in present 
law while at the same time it meets one of the most important objections 
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which have been raised to repeal of the retirement test ; nena that a 
complete repeal would enable high-pay workers to stay on full time at 
their jobs and still receive social security benefits. My liberalization 
would allow earnings where they are urgently needed to supplement 
social security benefits. It would not, however, provide an automatic 
bonus at age 65 for all workers in the form of a social security check. 
I am greatly concerned that we make such a change as I have suggested 
because, as presently constituted, the retirement test stifles the mitia- 
tive of just those people who are in the most need of some type of em- 
ployment. I urge your very earnest consideration of H. R. 7896. 

Mr. Foranp. Thank you, Mr. Chamberlain, for your views. 

Our next witness is our colleague from South Dakota, the Honorable 
George McGovern. 


STATEMENT OF REPRESENTATIVE GEORGE McGOVERN, OF SOUTH 
DAKOTA 


Mr. McGovern. Mr. Chairman, there are no hearings scheduled 
for this session of Congress that are any more important to the welfare 
of the American people than these now being conducted relative to 
our social-security program. I believe that millions of our older 
citizens and other beneficiaries of social security have been watching 
anxiously to see what action the Congress will take to meet the mount- 
ing problems in this vital field. On their behalf, and for myself, I 
thank the chairman and the Committee on Ways and Means for 
scheduling these hearings. 

Abraham Lincoln in stating his philosophy of government said: 
“The legitimate object of government is to do for the people what 
needs to be done but which they cannot by individual efforts do at all 
or do so well for themselves.” 

I am sure that this was the basic assumption on which our social- 
security program was launched in the difficult decade of the 1930's. 
In its inception, the program was designed to meet the urgent needs 
of destitute persons and to give a measure of relief to unemployed 
older citizens. 

It was frankly recognized at the time that the first Social Security 
Act was not a fully developed program designed to meet the long- 
range needs of the American people. President Roosevelt’s Com- 
mittee on Economic Security, recognizing this fact, said in 1935: “A 
ee approach is dictated by practical considerations, but the 

road objectives should never be forgotten. Whatever measures are 
deemed immediately expedient should be so designed that they can be 
embodied in the complete program which we must have erelong.” 

The social-security program has been a piecemeal program from 
that day to the present. It has, nevertheless, brought untold benefits 
to millions of Americans through three main channels: (1) Public 
assistance to older persons, dependent children, the disabled and the 
blind; (2) child welfare; and (3) old-age and survivors insurance. 
No one can fully measure the relief from poverty, insecurity and 
indignity that has been made possible through the original act of 1936 
and the amendments of 1939, 1950, 1952, 1954, and 1956. 

Faced with an explosion of population, both young and old, and 
confronted by the highest cost of living in our history, we have now 
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reached the point where additional amendments of a substantial na- 
ture are desperately needed if our social-security program is to prove 
adequate. 

I have been a Member of Congress for only one term, but I have 
been here long enough to know that the largest single category of mail 
coming to my office centers on the struggles of older citizens to live 
within a social-security framework that has not kept pace with chang- 
ing conditions of life. 

ere are a few typical excerpts from letters of recent date that will 
have a familiar ring to every Member of Congress: 


Dear Mr. MoGovern: I hope and pray that you men in Congress will do some- 
thing to help us older people. It is awfully hard to buy food and fuel and 
medicine with everything so high. $47 a month is too little for these high cost 
times. 

DEAR CONGRESSMAN McGovern: I am past 82 years and getting $35 per month 
adn my only other income is now and then a few days at common labor. Trust- 
ing that you will work to help us * * *. 

DEAR Mr. REPRESENTATIVE: I cannot understand why old people should have 
so little income that they must go without enough food and medicine in this 
land of plenty. 


There follow two letters that I will include in full because they state 
so poignantly the heartaches faced by millions of our citizens in the 
sunset of life: 


Dear CONGRESSMAN McGovern: I am now receiving my social security of 
$96.50 per month. However, I am fortunate in owning my own home, or am 
I? They have whooped up my real-estate tax to $25.80 per month. My utilities 
run to an average of $36 per month, making a total of $61.80 per month, leaving 
us a total of $34.70 for food and clothing. I am 71 years old and have drawn 
social security for 2144 years now. Am a retired insurance adjuster. My wife 
and I had some money saved up but is slipping away very fast. We no doubt 
will have to sell our home before too long and rent a room or two. We would 
no doubt get along fine if the take wasn’t quite so large. 

* os + ~ 7 * 7 

Dear Mr. MoGovern: Don’t know if it is right to write about myself. I just 
want to write about myself as an example. I am a widow almost 65 years old. 
Before my husband died 2 years ago, we had $82.10 a month from social security. 
Now I am alone I get $61.60 a month. So you can see that that isn’t enough to 
live on. We owned our home and I still do, but the tax on my house went up 
$46.60 in 2 years. I have a little saving so I have to dig into that to pay the 
tax and insurance on my house and furniture and doctor's bills. Maybe I can 
keep this up for a few years and then I have to sell my home, for which we 
worked so hard and denied ourself many things and pleasure, and I love my 
home and like to stay in it so long as I can. To rent an apartment will cost 
me more. I also like to keep my home so the children can sell it later on to 
pay my funeral expenses, if there is anything more to pay. They all have fami- 
lies so I don’t have to burden them. The top payment of social security now for 
man and wife over 65 years old is plenty to come around with. It is just not 
enough for the ones which could not pay enough on social security before they 
were 65 years old. My husband was almost 70 years old when the Lord took 
him. Please, Mr. McGovern, see if you can do something for elderly couples 
above 70 years old and younger widows. I hope this would be all right that I 
have written this to you. 


I do not claim any specialized knowledge in the matters before this 
committee, but I would like to suggest the following steps to improve 
our social-security system : 
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COST OF LIVING BENEFITS INCREASE 


(1) There is an urgent need for cost-of-living increases across the 
board in social security benefits. Since 1954, when the last increase 
of benefits was voted, the cost spiral has gone up another 9 percent. 
It is particularly important that those persons at the bottom of the 
beneficiary scale, many of them receiving only $30 or $40 a month 
be given increased payments. I think the committee should give 
serious consideration to the proposal by Congressman Roosevelt 
(H. R. 9838) which relates benefits to the cost of living by providing 
that benefits be increased automatically 3 percent for every 3-point 
increase in the Consumer Price Index, and of course, decreased in- 
versely. 

RAISE CEILING ON EARNINGS 


(2) The present limit on earnings for recipients of old-age and 
survivors insurance benefits should be increased from $1,200 to $1,800 
annually before any penalty is inflicted. It does not make sense 
to urge older people to exercise their abilities and energies for con- 
structive purposes and then place so rigid a ceiling on what they 
are permitted to earn in addition to the benefits to which they are 
entitled. 

BROADEN DISABILITY COVERAGE 


(3) The disability provisions under the insurance principle of 
the act should be made applicable to all disabled persons, not just 
to those who have reached the 50th birthday. There is no logic in 
holding that a man disabled at the age of 25 is any less in need of 
public assistance than the man who is disabled at age 50. Further- 
more, benefits to dependents of disabled persons should be amended 
to provide that benefits be based on number of dependents and such 
additional benefits be paid at the time of disability of the head of 
the family. 

HUMANITARIAN AND OLD-AGE RIGHTS ACT 


(4) We should immediately eliminate those practices in the ad- 
ministration of public assistance which embarrass and harass our 
older and handicapped citizens. The Humanitarian and Old-Age 
Rights Act, H. R. 7703, which I have cosponsored with Senator Hum- 
phrey and Congressman Roosevelt is in keeping with the dignity and 
respect to which our older citizens are entitled. 

Many of my constituents have reported to me instances of humili- 
ating and indecent treatment in the handling of the public-assistance 
program. It is not necessary for us to attach the label “pauper” to 
our older citizens in need of assistance, and this shameful practice 
should be ended. Likewise, such practices as the “responsible relative 
clause” ought to be eliminated in the interest, not only of the recipi- 
ent’s dignity, but because of the tension that it introduces to family 
relationships. Every effort ought to be made in the administration of 
all public-assistance activities to protect the dignity of the needy aged 


the blind, the handicapped, and our dependent children. Life is hard 
enough for these persons without adding to their anxieties by crude 
and impolite administrative practices. 
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The points covered in my bill, H. R. 7703, have been summarized 
as follows 

(a) That the age requirement for old-age assistance recipients shall 
be the same as that established for old-age beneficiaries under title II 
of the Social Security Act. 

(6) That the aged and handicapped on public assistance be allowed 
to earn up to $50 per month; the parents of needy children up to $30 
per ee and the needy children themselves up to $30 per month to 
supplement their assistance checks. (The blind are already permitted 
to earn $50 without penalty of reduction in aid.) 

(c) Recipients may own a home free from the imposition of a lien. 

(d) Household furnishing, an insurance policy, or burial arrange- 
ment and a reasonable amount of personal property should be allowed. 

(e) The practice of enforcing collections from the relatives of re- 
cipients should be eliminated. 

(7) The program is to be administered by each State so as to insure 
uniform treatment of the needy in all its political subdivisions. 

(g) Prohibit the publication of the names of recipients. 

(h) Reduce the State-imposed residence requirement now allowed 
by the Federal Government from 5 years to 1 year, and provide that, 
should an otherwise qualified person not meet State residence require- 
ments, the Federal Government will pay its share direct to the person 
until they have met the residence requirement. 

(¢) No person receiving such public aid shall be deemed a pauper 
and no warrant drawn in payment shall contain any reference to in- 
digency or pauperism. 

(i) That there shall be no discrimination on the basis of sex. 

(k) The value of any United States surplus food made available will 
not be deducted from the recipient’s aid. 


FARMERS AND SOCIAL SECURITY 


(5) Following President Truman’s recommendations of universal 
coverage in 1949, Congress extended the insurance benefits of the act to 
regularly employed farmworkers. These benefits were further ex- 
tended by Congress in 1954 to include self-employed farmers. It 
seems to me that there is another farm group that should be covered 
by the program and that is those persons who depend upon rentals 
from their farms for their livelihood in retirement. A constituent of 
mine has stated their case as follows: 

Many of these fine folks have been the backbone of our great Middle 

West. They are the ones who hung onto their farms through the dirty, 

dusty thirties and the depression. Now they are at an age where it is 

impossible for them to obtain employment and thus qualify for social- 
security benefits. Their share of the farm income is their only source 

of livelihood. 

A further improvement in the program for farmers could be 
achieved by extending to farmers the same rights others have in ex- 
cluding their five lowest earning years in computing their insurance 
benefits. This is now spelled out in the law, but since farmers have 
only been covered since 1955, they are restricted to the period since 
then in figuring their benefits. By allowing farmers to go back to 
1950 in selecting the 5 years of lowest earnings to be excluded, the 
farmer would be put on an equal basis with other citizens. 


SOCIAL-SECURITY LEGISLATION 665 


Farmers’ total net income has dropped from $16 billion in 1951 to 
$12.1 billion in 1957, or 25 percent. Income per farm family has 
dropped from $3, 097 in 1951 to $2,490 in 1957. Farmers would thus 
get increased insurance benefits if they could deduct their 5 lowest 
years since 1950. 


ELIMINATING PAPERWORK FOR EMPLOYERS 


(6) In the interest of efficiency and to relieve some of the paper- 
work of employers, I suggest that the wage reports filed by employers 
for social security and income-tax withholding be combined in one 
report. Secretary Folsom has pointed out that one annual combined 
report would eliminate much of the paperwork burdening employers 
under the current system which requires them to file social security 
wage reports every quarter in addition to an annual income tax with- 
holding report. A single combined report would not only save busi- 
nessmen dollars and time but would reduce Federal processing costs. 

My suggestions are not offered with the thought that they will solve 
all of the problems confronting us in social-security legislation. They 
are offered as proposed steps toward a better program for our aged, 
handicapped, and dependent citizens. I have always believed that 
Government has a special responsibility to its older citizens and to 
those who are weak, sick, or handicapped. For that reason, I intend 
to do all in my power to advance legislation that will enable these 
millions of Americans to live their lives with a maximum degree of 
dignity and security. This is not only an essential ingredient of a 
democratic society, but it is a basic article in our Judeo-Christian 
moral tradition. 

Mr. Foranp. Thank you, Mr. McGovern, for your views. 

Mr. Foranp. Mr. Stephen, will you come ‘forward ? 

For the purpose of the record will you identify yourself, please, 
and the gentleman with you? 


STATEMENT OF JOHN G. STEPHEN, MEMBER, SOCIAL SECURITY 
COMMITTEE, PENNSYLVANIA STATE CHAMBER OF COMMERCE, 
APPEARING IN ITS BEHALF, AND THE REGIONAL CHAMBERS 
OF COMMERCE IN THE COUNCIL OF STATE CHAMBERS OF COM- 
MERCE; ACCOMPANIED BY EUGENE F. RINTA 


Mr. SterHen. My name is John G. Stephen. I am vice president 
and treasurer of Arbogast & Bastian, Inc., of Allentown, Pa. I am 
a member of the social security committee of the Pennsylvania State 
Chamber of Commerce. I appear here on behalf of of the member 
State and regional chambers of commerce in the Council of State 
Chambers of Commerce listed at the end of my statement. 

I am accompanied by Eugene F. Rinta. 

We appreciate this opportunity to present our views on a number 
of the highly important matters within the scope of your present 
hearings on the Social Security Act. 

Since these hearings practically cover the gamut of the act and 
relate to numerous bills providing a variety of changes in the act, 
I shall not attempt at this time to discuss the subjects in detail nor 
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to state our views with respect to specific provisions in the various bills. 
Instead, I shall state our policy positions as they relate to individual 
elements of the act. 

We respectfully urge, however, that the record made in these 
general hearings be not taken as a basis for precluding further testi- 
mony when your committee next considers proposals for amendment 
of individual titles of the act. And it may very well be that some 
proposals will be forthcoming as a result of studies by the Advisory 
Council on Social Security Financing. 

This Council, as you know, was “created by the Social Security 
Amendments of 1956—Public Law 880, 84th Congress—for the pur- 
pose of reviewing the OASI and the disability insurance trust funds 
in relation to the long-term commitments of the old-age, survivors, 
and disability insurance program. 

We believe the creation of the Advisory Council was an important 
step in the direction of maintaining a fiscally sound OASDI program. 
But obviously its usefulness will be impaired and its purpose largely 
vitiated if Congress changes the program in a way which affects benefit 
costs, tax rates, or the taxable wage base without first having the bene- 
fit of the Council’s findings. 

We see no economic or social justification for precipitate action 
now, just 8 months before the Council’s recommendations will be 
available to Congress, particularly since the need for careful evalua- 
tion of the program’s financing in relation to its commitments is 
apparent. 

This is amply demonstrated by the trend in OASI tax receipts, 
benefit payments, and the trust fund balances since the 1956 amend- 
ments. 

The following table compares these three items as projected in 
Senate Report No. 2133 of June 5, 1956, on the basis of the 1956 
amendments, and as currently revised in the OASI trustees report on 
the trust fund: 


{In millions of dollars] 


| Contributions Benefit payments Trust fund balance 





‘ within es iil Dagyricaesinninnt nas a aii 
| 
| Senate report Current! | Senate report Currently | Senate report Currently 
| June 5, 1956 | revised e stl. June 5, 1956 | revised esti- | June 5, 1956 | revised esti- 
| mate mate mate 
ES ee 7, 050 6, 598 | 6, 495 6, 515 | 23, 928 23, 029 
NS 7, 108 7, 140 | 6, 904 7, 835 | 24, 618 22, 601 
<P Saree 7, 167 | 7, 353 7, 315 | 8, 620 | 24, 968 21, 472 
SE PRE 8, 688 | 8, 195 7, 741 | 9, 194 26, 448 20, 580 


Pine 





Both sets of these data are based on intermediate-level costs and 
on high-employment assumptions and, accordingly, are comparable. 

The str iking fact brought out by these data is the gross underesti- 
mate of costs “whic h was relied on by the Congress in acting on the 
1956 amendments. 

Asa result of this underestimate of costs and some net overestimate 
of receipts, the trust fund will be reduced considerably. 

Senate Report No. 2133 projected an increase in the OAST trust 
fund from a balance of $22.9 billion at the end of 1956 to $26.4 bilion 
at the end of 1960. In contrast to this projected 4-year buildup of 
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$3.5 billion in the trust fund, however, the newly revised estimates 
show a decline of $2.3 billion, or a net reduction from the original 
estimate in the amount of $5.8 billion. 

It seems to us that this situation certainly should arouse sufficient 
concern over the cost and financing of OASI commitments already 
on the books as to preclude any further amendments at least until the 
Acwnots Council has submitted its report. 

[ shall now state our general positions on a number of matters in- 
volved in the Social Sec urity Act and in its administration which 
are the subjects of bills before your committee. 

Old-age, survivors, and disability insurance—Financing: With 

respect to the financing of the old-age and survivors and disability 

insurance program, we “recommend that the objectives be the attain- 
ment of an adherence to a current financing basis, with the existing 
trust fund to be used as a contingency reserve to meet any financial 
emergencies that may arise. 

To “accomplish this objective, tax rates should be adjusted as occa- 
sions require to the extent necessar y to maintain an approximate bal- 
ance between income and outgo. 

Earlier in my statement I cited projections of receipts, benefit pay- 
ments, and trust fund balances for the years 1957 through 1960 as 
originally estimated in the Senate report on the 1956 amendments, 
and as recently revised in the report of the OASI fund trustees. 

The revised figures indicate that the present tax rate schedule may 
be inadequate to meet the cost of existing commitments. The forth- 
coming report of the Advisory Council should be helpful in this 
regard, 

This principle of pay as you go which we advocate, implies, of 
course, that. benefits paid to those “who are no longer engaged in pro- 
ductive activity must ke provided by those who continue to work. 
This is largely the situation under the existing program. 

It is important, however, that taxpayers understand this to be the 
situation, and that they not be misled by the assumption that they 
pay for Government insurance in the form of OASDI taxes and there- 
by accumulate funds which they may later draw down as pension 
payments. 

It is such a misunderstanding coupled with the relatively low cur- 
rent tax rate which we believe is an pera cause of pressures on 
the Congress for frequent and unwise liberalization of benefits. 

Karnings test and benefit eligibility age: We believe that in order to 
preserve the public purpose of O ASDI; namely, to provide a minimum 
floor of protection, substantial retirement from active employment 
should be required as a basic condition of eligibility for all OASDI 
benefits. Within this basic policy we recommend that the present 
allowable earnings limit not be increased and that there be no waiver 
of the earnings test at any age. 

The provision of an inducement to retire from ¢ gainful employment 
in the 1956 amendments by reducing the eligibility age for women 
from 65 to 62 was, in our view, a serious departure from the basic 
purpose of OASI. We believe it is essential to the soundness of the 
OASDI program that there be no further reduction in the ages at 
which individuals become eligible for OASDI benefits. 


°28110—5S——--44 
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Benefit amounts and taxable wage base: We recognize the need for 
occasional reexamination of the benefit formulas in the light of chang- 
ing economic conditions. We strongly believe, however, that preser- 
vation of the basic purpose, as well as the fiscal soundness of the 
program, requires the holding of OASDI benefits to a sustenance level 
at all times. 

As I stated heretofore, any further change in the benefit structure 
should await the findings and recommendations of the Advisory 
Council. 

With reference to possible future increases in benefit amounts, we 
oppose the financing of their cost by an increase in the OASDI taxable 
wage base. Any increase in costs of the program should be met through 
increased tax rates, not through the hidden avenue of an expanded 
wage base. 

Disability benefits and proposed medical and hospitalization bene- 
fits: It is our belief that the essential needs of disabled persons can 
and should be met through private means and State assistance pro- 
grams. Consequently, we consider the institution in 1956 of disability 
benefits as a part of the OASI program as unnecessary and unwise 
legislation. 

This mistake should not be compounded through the lowering of 
the disability benefits eligibility age, the institution of benefits for 
dependents of recipients of disability benefits, or other broadening of 
the application of the disability benefits category. 

From time to time there have been referred to your committee 
proposals to institute compulsory health insurance in this country. 
Some of them have been full-scale national socialized medicine pro- 
grams which we vigorously opposed. 

Others are compulsory programs covering only certain types of 
costs incurred in maintaining or recovering “health but, if enacted, 
would constitute a big step toward national socialized medicine. 

The Congress has wisely seen fit to reject all of these proposals. 
We urge the s same action with respect to the latest of these proposals, 
namely, the provision of hospitalization and medical benefits. And 
we urge its rejection regardless of whether it is proposed in conjunc- 
tion with the OASDI program or as an independent program. 

Coverage under OASDI: Virtually all large groups of workers are 
now covered under the OASDI program. One significant exception 
is Federal Government personnel to whom we recommend coverage 
also be extended. This coverage extension should be accompanied 
by proper integration of OASDI benefit rights with those provided 
under civil service or other special pension plans. We also believe that 
the railroad retirement program should be integrated with OASDI. 

Annual wage reporting: We favor enactment of legislation insti- 
tuting integrated annual wage reporting for OASDI and income-tax 
purposes as is provided in H. R. 8309. ‘The Hoover Commission rec- 
ommended this legislation as a practical means of reducing the volume 
and costs of paperwork i in connection with the social secur nity program 
for both government and employers. 

We recommend that such Federal legislation be devoid of any pro- 
visions relating to unemployment compensation. 

Grants to states for old- -age assistance: The old-age assistance pro- 
gram originally was intended to be a temporary program which would 
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rapidly decline in importance and cost as the OASI program began to 
mature. But, although over 20 years have elapsed since the program 
was started, its caseload is now larger than in any of its first 10 years 
of existence and Federal outlays have continued to rise. 

The number of OAA benefit recipients in June 1937 was 1,291,741. 
The number rose to 1,969,743 in June 1940; 2,108,216 in June 1946; an 
average of 2,367,597 in 1948 and 2,782,031 in 1951. 

Since then there has been a moderate decline to 2,511,242 in 1957. 
Federal benefit expenditures, however, have continued to rise, reach- 
ing an all-time high of $956 million in 1957 as compared to $517 million 
in 1947 and $119 million in 1937. A further rise in Federal outlays 
to $1,026 million is projected in the 1959 Federal budget in spite of 
an estimated decline of 36,000 from the 1957 average caseload. 

A major factor accounting for the rapid growth of Federal expendi- 
tures for OAA benefits during the past decade of almost continuous 
high employment has been the repeated liberalization of the Federal 
matching formula and increases in the maximum State payments for 
which Federal matching funds are provided. 

From an original concept of 50-50 Federal-State matching, which 
was retained until 1946, the Federal share has been increased to four- 
fifths of the first $30 per recipient plus half the balance up to the 
maximum of $60. 

It is our view that the next congressional action on the OAA and 
other public assistance programs should be a start in reversing the 
liberalization trend of the matching formula. As a consequence of 
near universal coverage of the OASDI program and the increasingly 

large number of OASDI beneficiaries, an immediate start should be 
made toward an early retirement of the Federal Government from 
participation in the financing of public assistance programs, eventually 
leaving full responsibility to the States for assistance for the residual 
group that would be in need of financial assistance. 

~ Unemployment compensation: Over the past decade and a half 
the proponents of Federal control of the State unemployment com- 
pensation systems have repeatedly offered plans to institute Federal 
standards governing them as the first step toward ultimate federaliza- 
tion of the program. 

The Congress, however, has never seen fit to enact such measures 
and has wisely stuck to the concept that each State can best determine 
what the provisions of its unemployment compensation law should 
be to satisfy the needs of the State. 

The organizations for which I speak are unanimously and strongly 
opposed to any legislation which would impose, or tend to impose, 
Federal standards and domination over these State programs. We are 
convinced that the end result would be their federalization. 

We oppose federalization of the State unemployment compensa- 
tion systems for several important reasons. As a general proposition, 
we believe that the centralization in the Federal Government of au- 
thority and jurisdiction over domestic affairs already has gone further 
than wisdom dictates. 

More specifically, federalization of the State unemployment pro- 
grams would offer a standardized, uniform prescription to attempt 
to cope with widely varying conditions among the States. It would 
force upon an already overworked Congress the task of deciding 
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each year the high controversial questions of how high the unem- 
loyment benefits should be and under what conditions they should 
x paid. 

Most significantly, federalization would mean that if mistakes were 
made, they would encompass the entire country rather than only 
individual States where they may now occur. 

It often is said that unemployment is a national problem. The 
same may be said, with equal accuracy, of education, criminal, and 
civil law enforcement, public health, traffic control and many areas 
of governmental service in which the bulk of the service is performed 
by State and local governments. 

Yet the United States has grown strong in dealing with such 
problems through the localized approach, while many foreign coun- 
tries have become weak with the fede ralized or nationalized approach. 

In conclusion, we recommend that Congress await the findings 
and recommendations of the Advisory Council on Social Security 
Financing before making any changes in the Social Security Act 
which might have far reaching effects on the purpose and fiscal 
soundness of the program. 

The Crarman. We thank you for bringing to us the views of 
the Council of the State Chambers of Commerce. 

Any questions ? 

Mr. Forand may inquire. 

Mr. Foranp. Mr. Stephen, I followed your statement very closely 
while you were reading it, and I want to know if I am correct in 
my interpret: ation that your organization is opposed to any im- 
provement in the Social Security Act # 

Mr. Srernen. No, sir, I do not think we say that we are opposed 
to any improvement. What we say is that we should await the report 
of the Advisory Council before we make any further changes. 

Mr. Foranp. Has your organization ever been in favor of social 
security ? 

Mr. SterHEN. Personally lam. I do not know. 

Mr. Foranp. I am asking about your organization. You are here 
representing the organization. 

Mr. Sreruen. I believe we have. 

Mr. Foranp. In what respect? What phase of the social security 
program is your organization in favor of ? 

Mr. Sreruen. We have repeatedly recommended extension of 
coverage. 

Mr. Foranp. Extension of coverage to what ? 

Mr. Sreruen. My report this morning says that we are suggesting 
extension of coverage to civil service people. 

Mr. Foranp. Other than that, what else ¢ 

Mr. Srerpnen. I think that has been the policy in the past years 
that the coverage be extended to as many groups as possible. 

Mr. Foranp. That isall. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Mason will inquire of Mr. Stephen. 

Mr. Mason. I do not want to inquire, but I do want to summarize 
the testimony that this witness has given for the benefit of the 
committee. 

He has said three things: First, he said he was in favor of a pay-as- 
you-go program. Iam in complete accord with that. 
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Second, he said that our fund will pay out more than it will receive 
in the next 2 or 3 years and it will go down from $23 billion to $20 
billion, and that is a fact. 

Third, he said we had better not act until we hear from this Ad- 
visory Committee that we have set up to advise us on this matter. I 
agree thoroughly with that. 

Those are the three things that he has brought before us. 

The Cuarrman. Any further questions? If not, Mr. Stephen, we 
thank you again for coming to the committee. 

The CuatrMan. Our next witnesses represent the industrial union 
department, Mr. Whitehouse and Mr. Lesser. Would you identify 
yourselves for the record ? 

Mr. Wurrenovuse. Iam Albert Whitehouse. 

The Cuarmman. And give us the capacity in which you appear. 

Mr. Wurtrenovuse. I am Albert Whitehouse, director of the indus- 
trial union department, AFL-CIO. This is Mr. Leonard Lesser. 

Mr, Lesser. My name is Leonard Lesser. I am director of social 
security activities for the industrial union department, AFL-CIO. 

The Cuatrman. Which of you gentleman desires to use the time 
allotted or begin the testimony ? 

Mr. Wutrenovse. I will. 

The CuAatrman. All right, Mr. Whitehouse. You are recognized, 
sir. 

Mr. Mason. May I ask a question before he starts? What is this 
industrial department, is that CIO, is it AFL? Is it separate from 
them or what? 

Mr. Wurrenovse. It isa department of the AFL-CIO. 

Mr. Mason. Thank you. 

The Cnarrman. You are recognized, Mr. Whitehouse. 


STATEMENT OF ALBERT WHITEHOUSE, DIRECTOR, INDUSTRIAL 
UNION DEPARTMENT, AFL-CIO; ACCOMPANIED BY LEONARD 
LESSER, DIRECTOR, SOCIAL SECURITY ACTIVITIES OF THE 
INDUSTRIAL UNION DEPARTMENT, AFL-CIO 


Mr. Wutrenouse. My name is Albert Whitehouse. I am director 
of the industrial union department of the AFL-CIO. This auton- 
omous department represents the interests of industrial workers 
within the AFL-CIO, and externally as well. There are 69 unions 
affiliated with the department which speaks for a membership of 7 
million. 

I have with me Mr. Leonard Lesser, director of social security 
activities for the industrial union department. Mr. Lesser will present 
additional material of a technical nature after I have completed this 
short statement. I want to thank the members of the committee for 
receiving our views. 

There is a need to move forward in the whole area of social security 
ligislation. This need was evident long before the current recession. 
The Nation has paused too long in the march toward greater security 
for its citizens. 

While great economic strides have been made in the past 20 years, 
there is a long distance to go before poverty, want, deprivation, and 
needless suffering have been eliminated from the land. 
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By now it is clear that the American people must largely depend 
upon social security legislation to end needless suffering. When jobs 
are scarce, unemployment compensation must be relied upon to provide 
essential income to the jobless. Most workers must rely upon old-age 
and survivors and disability benefits to sustain them when old age 
comes or disability strikes. 

Millions of our citizens have been forced to turn to various public 
assistance programs in good times as well as during recession. This 
has been made clear by investigations of the Congress which have 
revealed that even during times of full employment, some 25 to 30 
million Americans live under conditions of extreme poverty. These 
include some 10 million children as well as millions of the sick and the 
infirm. 

During recession, the public assistance load is increased as the job- 
less are forced to turn to public agencies for food and shelter. Public 
assistance, therefore, should be adequate to meet the needs of the Na- 
tion in good times and in bad. 

This is not to say that social security legislation is a cure-all for 
poverty, or that its improvement will solve all social and economic 

roblems. Nevertheless, it is certain that we shall never again return 
in America to the philosophy of the soup line. 

It is certain also that the American people rightfully look to the 
pooling of our resources through such devices as OASI and unemploy- 
ment compensation as legitimate and desirable means to combat need- 
less privation. 

With the increasing ability of the Nation to produce, with present- 
day living costs and with a more enlightened view of society’s obliga- 
tions taking root, it is fitting that there should be this review of our 
social security system. The viewpoint of organized labor has been 
put forth here by the AFL-CIO and various affiliated unions. 

I would like to give emphasis to those things that industrial labor 
feels should have greatest priority. 

There is a need for permanent improvement of our unemployment 
insurance system. This has been given emphasis by the current reces- 
sion which has clearly demonstrated the inadequacy of present benefits. 
Presently, some quarter of a million workers are exhausting benefits 
each month. 

Benefit levels are woefully low relative to wages. Far too many 
jobless workers are still denied benefits because of their place of em- 
ployment being excluded from coverage of the law. 

While present unemployment insurance benefits have helped mate- 
rially during the present recession, experience has already shown them 
to be inadequate. It was for this reason, in fact, that the Congress 
acted in this field during the current session. 

Yet, the legislation approved supplies only a small measure of tem- 
porary relief and still leaves the matter of essential permanent im- 
provement up to the States. 

So far, only some nine States and the District of Columbia have 
taken advantage of the loans made possible by this recent legislation. 
For the majority of the jobless who exhaust benefits, there will be no 
relief of any kind and many will be forced upon the relief rolls of 
already overburdened cities 
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If anything, the current situation gives added proof of the need for 
Federal standards in the field of unemployment compensation. It 
gives proof that Federal action is needed if we are to broaden coverage, 
extend benefits to a more realistic period, and raise benefits in keeping 
with living costs and present-day living standards. 

There is before your committee H. R. 10570, the McCarthy bill. 
This bill would provide Federal standards of the kind required by 
modern economic life. It would assure benefit levels for unemployed 
workers equal to half of their weekly wage, extend ener to all 
employers having one or more workers in their employ, and extend 
the duration of benefits to a maximum of 39 weeks. 

The McCarthy bill would leave unchanged the present State-Federal 
relationship in this field and administration of each State law would 
continue to be left in the hands of State officials. 

I do not wish to argue here whether or not the present recession has 
bottomed out, or whether greater prosperity will return with the blue- 
birds next spring. I would simply lke to point out that we cannot 
expect national prosperity to be uninterrupted by swings of the busi- 
ness cycle. 

In view of this, it would be only enlightened self-interest to move 
forward in the field of unemployment compensation to insure against 
deep and long swings on the downward side. 

Enactment of H. R. 10570 would accomplish this objective and for 
this reason, as well as the humanitarian considerations, organized labor 
endorses it wholeheartedly. 

Old-age insurance benefits are also in need of improvement. Our 
senior citizens—those over 65 years of age—are increasing in number 
at the rate of 400,000 annually. Life expectancy now is about 69 years 
of age, against only 47 years at the turn of the present century. 

By 1975, the Nation can expect to have 21 million citizens past the 
age of retirement. By that time those reaching age 65 can expect to 
live until they are 79.5 years old. 

Yet, accordingly to the 20th Century Fund, only 15 percent of 
today’s senior citizens have incomes of more than $2,000 a year. 
Three-fourths of these citizens have incomes of less than $1,000, and 
this includes old-age benefit payments. 

When a citizens becomes 65 years of age, he is supposed to have 
reached the golden years. With existing social security benefits, this 
is hardly the case for most of our citizens. 

There is nothing the older person fears worse than illness. Yet 
old age is a season marked by an increasing need for medical care. 
Tens of thousands of our elders must now depend upon private or 
public charity for medical care, and other tens of thousands must do 
without altogether. 

There is before you now a bill which would again put the Nation 
on the high road toward meeting more realistically the economic prob- 
lems of old age. This is H. R. 9467, the Forand bill. 

This bill merits speedy and affirmative action by the Congress. 
Enactment of the legislation will earn for the Congress the thanks 
and blessing of millions of our old folks throughout the land. 

H. H. 9467 would, in the first place, increase old age survivors and 
disability benefits by 10 percent. This is only fitting in view of the 
rise in living costs and the increase in gross national product since 
benefits were last increased. 
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It would mean better diets, shelter, and peace of mind for thousands 
upon thousands now in retirement after a lifetime of hard work. 

This bill would at last begin to tackle the problems of illness in 
old age. It would pay for the costs of hospitalization up to 60 days 
as well as certain nursing home and surgical care expenses. It would 
not meet other doctor bills, nor would it meet the cost of incidental 
illness. It can be regarded only as a necessary beginning in this field. 

It speaks ill of the doctors of this Nation that they now are mobiliz- 
ing to fight against the provision of such care to the Nation’s oldsters. 
This is especially true in view of the high cost of medical care which 
is now beyond the reach of most Americans, to say nothing of those 
dependent primarily upon old-age benefits. 

The Social Security Administration has estimated that the costs 
of the care provided under H. R. 9467 would be about $835 million 
next year. This is a small cost, indeed, when weighed against the 
human suffering that will be alleviated. It and other improvements 
in our social security laws can be paid for by increasing the maximum 
amount of annual earnings counted under old-age and insurance bene- 
fits from the present $4,200 to $6,000 and by increasing the employer 
and employee contribution by one-half of 1 percent each. 

These increases are not unrealistic, especially since the average earn- 
ings of manufacturing workers now are $4,200 a year and those of 
skilled craftsmen are often at the $6,000. 

It has been stated that workers earning $6,000 a year should be able 
to save for old age, thereby being able to supplement OASI benefits. 
A look at the Heller budget of the University of California gives clear 
indication that this is not the case since it shows that $6,000 1s required 
by the blue-collar worker in the San Francisco area for a living 
standard commonly accepted as adequate. 

In these circumstances, it is obvious that even the higher paid worker 
must depend largely upon social security for maintenance in old age. 
It is also obvious that adequate social security for all cannot be 
achieved without a fair sharing of the costs. 

In any event, the charges would be small as compared with the 
greater benefits awaiting citizens upon retirement. ‘These improve- 
ments in OASI, if made, would help materially in relieving present 
dependency of so many elders upon children who are struggling to 
establish families of their own and who can ill afford additional 
burdens of support. 

Benefits now paid to the needy through public assistance are also 
woefully inadequate and congressional action is needed to increase 
grants to those forced to turn to public agencies for support or aid. 

Public assistance benefits were first provided during the thirties. 
Despite the continuing need for them, benefit levels have remained 
geared to depression conditions. The America of today can well 
afford to do a far better job in this area. 

The Department of Health, Education, and Welfare has reported 
that public assistance cases have risen by a third as jobless workers 
have Shen forced upon relief rolls. 

In most cases, the amounts of assistance are inadequate for food and 
clothing, to say nothing of shelter. 

There are no Federal standards for the able-bodied unemployed 
forced to turn to city or county relief. “Means” tests of the most 
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degrading kind are employed far too often. In many cases, the job- 
less must mortgage future earnings with pledges of riper or 
sell cars and household goods, before becoming eligible for relief. 

There is need for Federal action in this area, and there is pre- 
cedent enough for it. Public assistance to the aged and infirm—which 
are dependent partly upon Federal grants—is subject to Federal 
standards. 

The need for improved public assistance is a continuing one, and not 
limited to the jobless who are forced temporarily to turn to relief rolls. 

Study after study has shown the major public assistance problem— 
especially during good times—is that involving the aged, the infirm, 
dependent children, widowed mothers and other women who must 
care for young children or disabled members of their families and 
others unable to fend for themselves. 

The American Public Welfare Association has pointed up the needs 
of today in its program. We join with the association in recommend- 
ing the following: 

1. Federal grants-in-aid should be made available to needy families 
not qualifying under already established categories, including the 
families of the unemployed and the unemployable. 

2. Removal of residence and citizenship requirement now used in 
several States to deny relief to the needy. 

3. Improvement of aid to dependent children and of present child- 
welfare programs; this to include aid to children living with relatives 
if need is evident. 

4. Extension of assistance to families in need because of the illness 
or temporary disability of the breadwinner. 

5. Liberalization of aid to the disabled by removing the age re- 
quirement and the requirement that disability must be total and 
permanent. 

6. Encouragement to the States through more liberal grants and 
otherwise to raise public assistance standards, and removal of Federal 
maximums on individual assistance and public assistance medical care 
payments. 

I would like to point up in connection with point three of the fore- 
going that the industrial union department endorses specifically H. R. 
12834, introduced by Representative Eugene McCarthy—D., Minn.— 
which would amend title V of the Social Security Act and would raise 
the ceiling for the maternal and child health program, the crippled 
children’s program and the child welfare health services. 

Presently, the ceiling on the maternal and child health program is 
$16.5 million annually and this would be increased by H. R. 12834 to 
$25 million. 

The ceiling on the crippled children’s program would be raised from 
$15 million to $25 million, while that for child welfare services would 
be raised from $12 million to $25 million. These small increases will 
make a substantial difference in these areas and there is no question 
about the ability of the Nation to afford them. 

It has been stated time and again during the current recession that 
personal income has not fallen too greatly because of the role of 
transfer payments. These transfer payments are in large part com- 
posed of such items as old age beneliia unemployment compensation 
and public assistance. The payments, therefore, have become an in- 
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tegral and necessary part of our economy. If we fail to keep up in 
them, we may well be inviting disaster, and there is sound economic 
as well as humanitarian reason for constant improvement. 

The need for improvement in these areas in evident to all who will 
look searchingly upon them. Now is the time for Congress to act, not 
during some tomorrow when the props may have been pulled beneath 
us. 

I would like to file as part of the record our statement of the indus- 
trial union department, AFL-CIO on pending unemployment compen- 
sation bills before the House Ways and Means Committee and ask 
Mr. Lesser to comment on some of the more technical aspects of it. 

The Cuatmrman. Without objection, the statement will be included. 

(Statement referred to follows :) 


STATEMENT OF INDUSTRIAL UNION DEPARTMENT, AFL-CIO 


This statement presents the position of the industrial union department on 
many bills before the Ways and Means Committee which deal with various 
aspects of the Federal-State unemployment compensation program. 

The industrial union department represents 7 million industrial workers, 
the very workers who have been hardest hit by the current recession. It op- 
poses any and all bills which would, in our opinion, further cripple the pro- 
gram and further emasculate the authority of the Secretary of Labor to see to 
it that the millions of dollars (last year $292 million) which the Congress 
annually appropriates for the States’ administration of the unemployment com- 
pensation program are actually used in the administration of a real unemploy- 
ment program as opposed to a program which merely bears that name. A few 
such bad bills are before this committee: H. R. 8214, 8215, 6749, and 11660. We 
oppose them. 

Many other bills are, in our opinion, good bills. They reflect the same need, 
the same recognition of cold fact, and the same philosophy, that was reflected 
in titles III and IX of the Social Security Act when it was passed by Congress 
in 1935. The need then, as now, was to alleviate human suffering and to restore 
the dignity of the worker forced to resort to charity because of a period of 
economic depression or recession which deprived him of his job and livelihood. 
The cold fact then, as now, was that individual States feared to act to relieve 
the situation because they could not, they felt, afford to place their State busi- 
ness community at a competitive disadvantage with those States not acting and 
therefore not increasing the tax burden of their business enterprises. The 
philosophy then, as now, was that a worker wants to earn his way, that he does 
not like to have to accept charity, that his moral fiber is strengthened, not 
weakened, if he is permitted to earn, through periods of employment, the right 
to insurance payments during periods of business slumps or recession. And, 
accompanying this insurance philosophy, was a recognition of the healthy effect 
that these earned insurance or compensation payments would have upon the 
sick economy. 

Congress has very recently enacted a law which is a strong indictment of 
most State unemployment compensation systems. That law is Public Law 441, 
passed as H. R. 12065. It recognizes that under most State unemployment 
statutes the total amount of compensation payable to the job-seeking worker 
is inadequate. Unfortunately, however, it does little to correct this inadequacy 
even for the temporary period until April 1, 1959. It does nothing at all for 
the unemployed worker in the periods that follow. 

It provides for repayable Federal advances to those States which will agree 
to pay compensation for half-again as many weeks as their laws presently 
provide. But the States are loath now, as they were before the Federal-State 
unemployment program was enacted in 1935, to increase the burden on their 
business—by requiring the repayment of the federally advanced funds—when 
competing States might not take similar action. They thus steer clear of H. R. 
12065. And, though unemployment has dealt the economy of most States stag- 
gering blows since mid-1957, only the District of Columbia and 9 of the 48 
States, as of June 20, 1958, have decided to participate in the “take-it-now, 
give-it-back-later” program of Public Law 441. (The 9 States are, according 
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to the Bureau of Employment Security, Alabama, Arkansas, Delaware, Indiana, 
Maryland, Michigan, New York, Pennsylvania, and Rhode Island.) 

This failure of States to agree to extend their benefits under H. R. 12065 is 
not due to the fact that in the 39 States that have not acted unemployment 
is light or of short duration. Of the States that have not taken action, one- 
third have unemployment in excess of 6 percent. Of the 1% million workers 
who have exhausted their State benefits since July 1, 1957, more than 1 million 
are in States that have not taken action under H. R. 12065. Slightly less than 
one-third of those workers who have exhausted their benefits are in the 10 
jurisdictions that have entered into agreements. 

The failure of the States to take advantage of H. R. 12065, like the failure 
of the States to enact laws prior to the passage of the Federal law, is due to 
the basic fact that increased benefits would result in increased costs and might 
place the employers in that State at a competitive disadvantage with employers 
in States with lower tax rates. 

The point is this: there can be no improvement in the nationwide unemploy- 
ment compensation program unless Congress takes the lead. With congressional 
leadership the program was born. Without congressional leadership the pro- 
gram has disintegrated and has become a tool of selfish business interests. No 
longer is the Federal-State unemployment compensation system a system de- 
signed to alleviate the hardship of the involuntarily unemployed worker. It.is 
instead a device by means of which the manufacturer’s association or the 
chamber of commerce in one State can match its legislative influence and ability 
to secure a tax advantage for the employers in one State against the influence 
and ability of similar organizations in other “sister” States. 

This interstate competition began in earnest in 1940. It was then that big 
business recognized fully the bonanza inherent in experience-rating tax rates 
which were first effective in 1941. It was then that there was full-blown recog- 
nition of a very simple fact: The fewer unemployment compensation dollars 
paid out, the fewer unemployment tax dollars to be paid in. Ergo: make the 
weekly benefit amount a low figure; make the number of weeks during which 
benefits may be drawn small; erect as many high hurdles as possible between 
the claimant and his insurance payment; create the impression that an un- 
employed worker just doesn’t want to work; arrange the system so that its 
intricacies are such as to discourage attempts to understand it. In brief, the 
campaign became a campaign to “educate” the country to the belief that the 
Federal-State unemployment compensation program is nothing but a State tax 
matter which should be and must be controlled by the business taxpayer. The 
reason for the State unemployment compensation laws’ existence was forgotten 
long ago. The purpose of the State laws—‘“to provide an orderly system of 
contributions for the care of the justifiably unemployed during times of economic 
difficulty, thereby preserving and establishing self-respect, reliance, and good 
citizenship”—went out the window. 

The unemployment compensation program cannot be reconstituted to serve 
its original purposes without the same bold action which the Congress took 
when it enacted titles III and IX of the Social Security Act. Many of the 
bills before this Committee offer the opportunity for such bold action. Among 
them are H. R. 10570, 10574, 10577, 10621, 10644, 10676, 10678, 10751, 10767, 10856, 
10930, 11228, 11465, 11603, 11737 and 11774. These bills would heal many of 
the deliberately inflicted wounds which State unemployment compensation laws 
have suffered. These bills would free State legislatures from the fetters of 
interstate competition which preclude some from improving the benefits of 
their laws and offer to others an inducement to keep benefits low. 

Recognition of the fact that this Federal-State system must be saved from 
oblivion by congressional enactment of a bill or bills which provide ground 
rules applicable in every State in the Union does not mean uniformity. Ground 
rules as to the minimum weekly benefit or the minimum period of payment 
recognize the economic differences between Maine and Missouri, between New 
York and Nevada. What could be more reasonable than to set a national 
standard of weekly unemployment compensation payments in terms of a per- 
centage of the weekly wage of the individual and a percentage of the average 
wage in the State? What more direct recognition of differences between States’ 
economies could there be? 

The present recession-depression-slump has shown again what was demon- 
strated in 1954. State laws provide, in general, too few weeks of compensation 
for too many claimants. The laws ignore the fact that an unemployment com- 
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pensation program, it it is worthy-of the name, must provide adequate benefits 
during just such a time as a recession period. Disregarding the humanitarian 
aspects of the program, if the payments are to act as a prop against loss of 
purchasing power, they must amount to more thana drop. We favor a standard 
which recognizes this fact. 

Congressional responsibility to assure an unemployment compensation pro- 
gram which provides adequate benefits for a sufficient period has not been 
satisfied by the enactment of H. R. 12065. At most it is a temporary measure 
expiring on April 1, 1959. While there may be differences as to its effectiveness 
during this period, there can be no dispute as to its failure to do anything 
about the basic deficiencies of the State laws after its expiration date. If 
Congress is to avoid repeated calls for Federal action every time a recession 
threatens, it must take action to assure the State laws perform the job that was 
intended of them when Congress enacted the Social Security Act in 1935. 

Nor have changed economic conditions removed the need for congressional 
action. Although unemployment has decreased somewhat in the past month, 
there are no real signs that we are out of the woods. The recession is not over, 
according to the report of the Joint Economic Committee of Congress released 
this month. 

In that connection the following paragraph, taken from Mr. Roderick H. 
Riley’s memorandum of June 4, 1958 transmitting the report to the chairman 
of the committee, the Honorable Wright Patman, is pertinent : 

“On the basis of recent trends, current expectations, and past rates of rise 
after upturns, it appears that recovery to the long-run potential is unlikely to 
be completed before mid-1959 at the earliest and might not be achieved until 
late in 1960. Unemployment, therefore, is likely this year to average at least 
7 percent of the civilian labor force or about 5 million persons. On optimistic 
assumptions, unemployment in the first quarter of 1959 still might be about 
5 to 5.5 million, or 7 to 8 percent. A less rapid recovery could be accompanied 
by as many as 7 million unemployed, or over 10 percent of the civilian labor 
force, in the first quarter of next year’. 

Congressional action is necessary, therefore, not only to assure an adequate 
unemployment compensation program for future recessions. It may still be 
necessary before we are out of the present one. 

H. R. 10570 and the other bills referred to set forth several basic steps which 
Congress should take to assure that the Federal-State unemployment compensa- 
tion program will accomplish the goals for which it was intended. 


1. Extension of the coverage of the Federal Unemployment Taz Act 


In addition to H. R. 10570 and the other comprehensive bills, there are other 
more limited bills which would extend the coverage of the unemployment com- 
pensation program to small firms. We approve of the principle reflected in 
these bills although we believe that nothing short of coverage of “one or more 
at any time” will fill the crying need for eliminating the inequity and senseless- 
ness of depriving the worker in the small shop of the insurance protection 
afforded the worker in the large shop. 

Eighteen States already cover “one or more.” They are Alaska, Arkansas, 
California, Delaware, District of Columbia, Hawaii, Idaho, Maryland, Massa- 
chusetts, Minnesota, Montana, Nevada, New Mexico, Pennsylvania, Rhode 
Island, Utah, Washington and Wyoming. Of these States only Arkansas (10 
days), Delaware (20 weeks), Massachusetts (13 weeks), Minnesota (20 weeks) 
and Montana (20 weeks), specify any required period of time. In addition, 
most State laws which exclude the smallest firms have a provision that any 
employing unit which is subject to the Federal unemployment tax is subject to 
the State tax for workers within the State. (Comparison of State unemploy- 
ment insurance laws as of January 1, 1958.) 

It is obvious that there is no valid, administrative or other, reason for fur- 
ther postponing the doing of justice to the small-shop worker. And, the present 
recession has served to magnify the inequity being suffered by the thousands 
of workers presently denied unemployment insurance coverage because they 
work for employers having fewer than 4 workers. We urge that the situation 
be remedied permanently by passage of legislation to extend the coverage of 
the Federal Unemployment Tax Act to employers of one or more. 

We also urge the extension of the Federal Unemployment Tax Act to Puerto 
Rico. Workers there should be afforded the same protection as workers in 
the Territories of Hawaii and Alaska and in the District of Columbia. 
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We commend the committee’s favorable report of the chairman’s bill, H. R. 
11630, which would provide unemployment compensation for veterans and ex- 
servicemen through the extension of the Federal employees unemployment 
compensation program. 

On the other hand, there are two bills before this committee, H. R. 6749 and 
H. R. 11660, which are designed to diminish the coverage of the Federal Un- 
employmert Tax Act. For that reasen* we:oppose them, H. R. 6749 because 
it excludes from taxation wages which are not taxed by State unemployment 
compensation laws, and H. R. 11660 because it makes 1958 Federal Unemployment 
Tax Act coverage depend upon 1957 coverage by both the Federal Unemployment 
Tax Act and State unemployment compensation law plus requiring four or 
more workers in 36 weeks during 1958. H. R. 6749 would permit State legis- 
latures to determine the coverage of the Federal law and H. R. 11660 would 
deprive many presently covered workers of their unemployment compensation 
protection. Both bills are steps backward. Westrongly urge that the committee 
recognize them as such. 


2. Permanent improvements in the Federal-State unemployment compensation 
program through the enactment of Federal standards and a Federal reinsur- 
ance program 


As previously pointed out this step is necessary so that State laws will be 
prepared to meet the needs of the unemployed and the communities in which they 
live. Effective action now will remove the need for Federal action when future 
recessions or depressions sweep upon us. 

H. R. 10570, the McCarthy bill, would provide the following basic minimum 
standards which all States would be required to meet : 

(a) Weekly benefits equal to at least 50 percent of an individual’s weekly 
wage, subject to a maximum weekly benefit of not less than two-thirds of 
the State’s average weekly wage. 

(b) Maximum duration of benefits to eligible unemployed claimants 
of at least 39 weeks. 

(c) Disqualifications for voluntary quits, discharge for misconduct and 
refusal of suitable work to be limited to 4 weeks. 

(d) Denial or reduction of State benefits precluded because of the receipt 
of supplemental unemployment benefits under a private plan. 

In addition a Federal reinsurance fund would be established to provide grants 
to States that have maintained a sound system of financing but are in difficulty 
because of high rates of unemployment. 

States would also be given the option to provide for flat rate tax reductions 
as well as reductions based on experience rating. 

The inadequacy of the weekly benefits provided by State laws has already 
been pointed out to this committee. From the very beginning of the unemploy- 
ment compensation program it was intended that weekly benefit was to equal 
at least one-half of the unemployed worker's normal weekly wage. To prevent 
the higher salaried worker from receiving excessive amounts, however, an 
unemployed worker's benefit was subject to a fixed dollar maximum, In 1939, 
when benefits first became payable, this maximum was generally equal to 65 
percent or more of the average wage in the State. 

A maximum at this level permitted the great majority of workers to receive 
50 percent of their own wage when unemployed. 

Since 1939, however, the maximum benefit has not kept pace with rising wage 
levels; today the median or middle State has a maximum benefit of only 44 
percent of its average wage. AS a result the great majority of unemployed 
workers are not receiving 50 percent of their weekly wage as originally intended 
and as has been recommended by this administration since 1953. In the fourth 
quarter of 1957, 55 percent of the claimants received the maximum benefit 
even though such benefit was less than 50 percent of their weekly wage. 

The inadequacy of the duration of State laws is also clear. In many States 
unemployed workers may draw no more than 10 or 12 weeks of benefits. For 
some the period of benefits may be as low as 5 or 6 weeks. About 250,000 bene- 
ficiaries are now exhausting their claims each month without being able to find 
work. Congress has recognized the need for extended duration until April 1, 
1959. H. R. 10570 would assure an adequate duration for the future. 

In recognition of the fact that State laws do not provide an adequate benefit 
for an unemployed worker and his family, many unions have and employers 
through collective bargaining, established supplemental unemployment benefit 
plans. These plans are intended to raise the State system benefit provided for 
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unemployed. workers to some higher level which has been agreed to in the 
collective. bargaining agreement. 

This private implementation and supplementation of the benefits provided by 
governmental programs is similar to the supplementation through collective bar- 
gaining of pensions and other social benefits provided by law. Provisions of 
social legislation which establish pension, disability, unemployment and other 
social benefits generally provide a minimum benefit based on the legislative 
judgment as to a level of benefits which on an overall basis can reasonably be 
charged to the community. Private plans which are negotiated between em- 
ployers and unions are intended to supplement this basic benefit to the extent 
possible from the resources which the parties are able to agree should be 
devoted to this purpose. This does not involve any contradition of the legislative 
purposes in establishing the basic benefit but rather private action in aid of that 
purpose. In fact experience has demonstrated that private agreements which 
require employers to supplement governmental programs have been an important 
lever to the raising of the level of the benefits provided by social legislation. 

Supplementation of State benefits is only possible if the State does not dis- 
qualify an employee from receiving State system benefits because of his entitle- 
ment to supplemental benefits or reduce his State benefits by the amount of 
supplemental benefit to which he is entitled. The negotiated agreements them- 
selves require that no benefits will be paid in a State unless such State has ruled 
that supplementation is permissible. 

It is the clear consensus of the authorities in all but a very small minority of 
the States that the payment of private unemployment benefits of the kind pro- 
vided for in supplemental unemployment benefit agreements of the type we have 
negotiated, will not affect an individual’s right to receive State system benefits. 
Forty States have so held. Only four—Indiana, Virginia, Ohio, and North 
Carolina—have held to the contrary. Inherent in the rulings of these 40 States 
are the stated purposes of the State unemployment compensation laws: To 
lighten the impact of involuntary unemployment on the workers; to help sustain 
the general economy through maintenance of the purchasing power of the unem- 
ployed ; to encourage the stabilization of employment. All of these public purposes 
have been held to have been augmented and implemented through the establish- 
ment of supplemental unemployment benefit plans. 

The supplemental unemployment benefit plans were thus negotiated to accom- 
plish the identical objectives of State unemployment compensation laws. These 
negotiated agreements reinforce and supplement the public program. Together 
they will have a stabilizing effect on employment, and through benefit payments 
to unemployed workers from established reserve funds will both lighten the 
burden on the unemployed worker and maintain his purchasing power for the 
benefit of the whole State economy. 

When the Congress passed the original Social Security Act in 1935, the possi- 
bility of private guaranteed employment plans coordinated with State unemploy- 
ment insurance laws, was recognized. Specific provisions in the original law, 
which are continued in the present Federal Unemployment Tax Act, were designed 
to encourage the adoption of guaranteed employment plans by permitting reduced 
contribution rates under State unemployment compensation laws for employers 
who adopted plans. 

Congress should take action now to assure that these objectives are accom- 
plished and that the benefits of supplemental unemployment plans can be paid 
in the four States where not now permitted. 

In considering the enactment of the standards contained in H. R. 10570, it is 
important to recognize that the concept of Federal standards is not new. Con- 
gress, in passing the unemployment compensation provisions of the Social 
Security Act, intended to accomplish more than the enactment of token unem- 
ployment compensation laws. It was thinking of unemployment compensation 
as a program to pay reasonable benefits to unemployed workers; it intended a 
system which would give relief to the unemployed. 

From the very inception of the program States were required to meet certain 
standards both in the enactment and administration of their unemployment 
compensation laws. These standards control the content of State laws in major 
substantive areas. 

The minimum coverage of State laws is fixed by the congressional coverage 
of the Federal Unemployment Tax Act. In the area of disqualification for 
benefits the States must meet the labor standards, set forth in section 3304 
(a) (5) of the Internal Revenue Code, which preclude the denial of benefits 
under certain specified conditions. 
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In the area of financing, State laws are completely controlled by the provi- 
sions of Federal law. While all States have experience rating systems, they 
have not been adopted by all the States in recognition of the soundness of in- 
dividual employer experience rating as a method of financing a social-insurance 
program. Experience rating has been universally adopted because it is the 
only way by which the Federal law permits States to reduce the contribution 
rate below 2.7 percent. H. R. 10570 would relax this standard and would give 
to the States the option to reduce taxes either on a uniform across-the-board 
basis or on the basis of individual employer experience rating. 

One would assume that those who argue against Federal benefit standards 
would rally to support this portion of H. R. 10570, for it is directly in line with 
their stated principle that the States would be permitted to run their own 
unemployment compensation business. But, instead, they have been found 
opposing it. The reason for such an apparently anomalous situation is, how- 
ever, not difficult to understand. The trade association groups and the big 
business which they represent are in favor of a Federal standard which pro- 
tects the financial advantages they enjoy from experience rating. Every stand 
they take on unemployment compensation legislation before Congress is dictated 
by their own financial interests. The States rights flag is merely a camouflage 
to be used where appropriate. 

Our position that the existing Federal standard, which in effect requires 
experience tax rates if those rates are to be less than 2.7 percent, should be 
relaxed is not based on a States rights position. We know the pitiful results 
which experience rates have produced in the form of vicious disqualification 
provisions, unreasonably high earnings requirements, cancellation of benefit 
rights, and, worst of all, baseless, unreasoning, cunning contest by employers 
of all claims which may adversely affect their tax rates. Every device imagin- 
able is employed to beat down, wear out and defeat the unemployed worker 
who has the temerity to file a claim for benefits. Trade associations encourage 
this process of contesting all claims. They point out that dollars are involved 
in a claim. And they say that no matter if the employer does know that the 
worker is entitled to benefits under the facts and the law, still he should con- 
test the claim because that will delay things, cause the State agency to investi- 
gate and, maybe, cause the worker to give up the whole thing as an impossible 
fight to win. 

We, therefore, urge that the committee approve relaxing the present Federal 
tax standards to afford the States at least the opportunity to ameliorate the 
reprehensible effects of experience rating. 

We urge this committee to study all of the proposals for amendment of the 
unemployment compensation program and reach decisions, based not on slogans 
and shibboleths, but on what is necessary if the program is to accomplish the 
goals for which it is intended. 


Bills providing for Federal judicial review of nonconformity or noncompliance 
determinations of the Secretary of Labor 

In addition to the bills already discussed, which would correct the inade- 
quacies in the present State laws by extending the coverage of the program, 
by establishing additional standards to be met by the States and by establishing 
a system of reinsurance to aid depleted State reserves, there are pending before 
the committee H. R. 8214 and H. R. 8215. 

These so-called judicial review bills are designed to complete the hatchet-job 
begun by proposers of the Knowland amendment and the Reed Act. If these 
bills are enacted, the Bureau of Employment Security is, for practical purposes, 
dead. The Secretary of Labor, under these bills, is made completely impotent. 
He is reduced to the position of an observer of the operation of the unemploy- 
ment program. No matter what he observes, he can do nothing more than 
hold a hearing, make his findings as to State conformity or compliance with 
existing Federal standards—and sit. During time required for judicial review, 
he eannot enforce his findings; he cannot cut off administrative funds; he can- 
not deny Federal unemployment tax credit to the employers of the offending 
State: and he cannot even prevent the distribution of Reed Act funds, though 
the State is thumbing its nose at him and at the standards contained in title 
Ill of the Social Security Act and the Federal Unemployment Tax Act. 

Nor can the Federal court touch the offending or accused State during the 
judicial proceedings. The court can hear the case, as the Secretary did. It 
can render its decision, as the Secretary made his findings. But it can no more 
enforce its deeision than the Secretary could enforce his findings. The State 
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has 90 days after the court’s decision to bring itself, for the future, in line with 
the existing requirements of Federal statutes. Past violations of Federal law 
are forgiven and all is well until the Secretary again feels it necessary to in- 
dulge the whole futile process. 

Observe, if you will, how the little plan works. 

The State unemployment compensation agency finally denies benefits to an 
unemployed worker who refuses to accept a new job which is vacant because 
of a strike. This raises a question under the existing Federal standard con- 
tained in the Federal Unemployment Tax Act (sec. 3304 (a) (5) of the Internal 
Revenue Code of 1954) : 

“(5) Compensation shall not be denied in such State to any otherwise eligible 
individual for refusing to accept new work under any of the following conditions: 

“(A) if the position offered is vacant due directly to a strike, lockout, or 
other labor dispute; * * *” 
Remember that it has been some time, several months or perhaps a year, since 
the unemployed worker’s claim was filed. This is so because the decision orgi- 
nally made has had to travel the route of administrative appeal through the 
agency—an intial determination, followed by an intermediate appeal stage hear- 
ing and decision, followed, in turn by a final administrative appeal stage. 

The Secretary of Labor has followed the.case through its decision stages, each 
affirming decision being one which, in his opinion, renders the State out of con- 
formity or compliance with the Federal standard quoted. But he could not act; 
nor can he act now even though the State is following the disputed interpretation 
and is denying benefits to claimants in other cases as they arise. The reason is 
that the Knowland amendment says that he must wait so long as further ad- 
ministrative or judicial review is provided for under the law of the State. So 
the Secretary must wait, as the worker must wait, until the State’s court processes 
have been followed. Another year, more likely a year and a half—2 years— 
or even more—must roll by while the Secretary remains powerless; and during 
all this period the State may deny benefits with impunity. Finally the State 
judicial review process is completed and the court decision is one affirming the 
administrative decision. 

Now the Secretary may act. Under the provisions of H. R. 8214 and 8215 he 
may now give notice to the State and conduct a hearing in the State. More time 
is consumed. More months pass. The hearing is held; the record is prepared; 
the hearing officer writes a recommended decision ; and the whole record reaches 
the Secretary. Now the Secretary may make a finding—perhaps 3, perhaps 4, 
perhaps more, years after the original decision denying benefits was made. In 
the meantime the State has pursued its course, denying benefits to any and all 
who refuse struck jobs. 

But what does this finding by the Secretary amount to? Nothing at all 
except a further step in a long process which leads inevitably to its starting 
point. The Secretary notifies the Governor of the State of his finding, notifies him 
that the State, in his opinion, has departed from the requirements of Federal 
law. Again we are ready to indulge the judicial review process, this time in the 
Federal courts. The administrative finding of the Secretary of Labor has no 
effect except to limit to 60 days the time within which the State may file a peti- 
tion for review in the United States Court of Appeals for the District of Columbia 
or, and this is the more likely choice, in the court of appeals for the circuit 
in which the State lies. Still, after 3, 4 or 5 years, the Secretary can impose 
no sanction—can do nothing but wait. And this waiting must be done while 
the State continues to get its annual handout of Reed Act funds: and continues 
to get offset tax credit against the Federal Unemployment Tax Act. LEveryhing 
is the same. 

Within 60 days the State files suit. Now the State is protected, by these bills, 
not only against the Secretary but against the court itself. This is because the 
“judicial review” bills, sections 2 (b) and 6 (b), deprive the court of its normal 
and recognized powers to issue interim decrees and orders. These sections say 
that “administrative grants * * * shall not be withheld until 90 days after 
the completion” of the judicial proceedings. They say that—‘Tax credit * * * 
shall not be withheld or crediting of a State’s account under section 908 of the 
Social Security Act [Reed Act] postponed * * * while proceedings (judicial 
review) under this section are in progress * * *.” [Parentheses added.] And 
they further say—‘“Neither shall tax credit * * * be withheld with respect to 
the taxable year in which a final judicial decision adverse to the State is 
rendered nor crediting be postponed if the State, within 90 days after such 
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decision is rendered, takes such action as may be necessary to meet the require- 
ments of this chapter for such tax credit.” 

Thus, during the period of judicial review everything must continue as it has 
continued from the day the worker was first denied benefits. A reasonable guess 
if that the Federal judicial review proceedings would require a year, a year 
and a half, or perhaps 2 years. So, assuming that the Federal courts agree with 
the finding of the Secretary, there would have been a period at least 5, 6, or 7 
years during which the State would have operated in complete disregard of the 
Federal standard. Add to this period another period of 90 days which is allowed 
for State corrective action and the process inevitably appears to be what it is: 
a process which absolutely prevents the Secretary of Labor from enforcing the 
labor standards which Congress commanded him to enforce when it enacted 
the unemployment compensation provisions of the Social Security Act in 1935. 

The example which has been given is not overdrawn. Such a thing actually 
took place in the State of California during the period of 1948-56. In the 
California case, however, only the Knowland amendment was involved. H. R. 
8214 and H. R. 8215 would provide, of course, additions to the maze which the 
Secretary must follow in order to enforce the Federal standard in our example. 

In California, in 1948, the California agency denied benefits under circum- 
stances raising a question under the labor standard provision of section 3304 
(a) (5) of the Federal Unemployment Tax Act. After traveling the route of 
administrative hearing and decision and the State judicial review route de- 
seribed in our example, the Supreme Court of California on February 24, 1955, 
rendered its decision. The compliance hearing of the Secretary of Labor followed 
on August 1, 1955, 7 years after the claim was originally denied. The Secretary’s 
finding in the case was made on April 24, 1956. The case at this point had 
required almost 9 years. And it was a case with respect to which the Federal 
judicial review provided by the bills pending before this committee was non- 
existent. Add to those 9 years another year or two for Federal judicial review 
and it is obvious why the pending bills might well be described as legislation 
designed to repeal the labor standards protection for unemployment compensation 
claimants provided by existing law. 

Instead of considering the enactment of legislation designed to destroy the 
few remnants of power remaining to the Federal Government, this committee 
more reasonably should be considering legislation designed to restore the power 
of the Secretary of Labor to enforce the fair labor standards which the Congress 
has recognized are indispensable to the preservation of the basic rights of labor. 

These bills are so drafted as to reflect unmistakably the design of the interstate 
conference, their primary sponsor, to eliminate the Department of Labor from 
any effective role in the Federal-State unemployment insurance system. The 
bills not only provided a decade or more of immunity from any semblance of 
Federal enforcement of Federal law by the Department of Labor, they also 
deprive the Federal court and its normal equitable jurisdiction to supply appro- 
priate interlocutory orders and decrees. The bills say both to the Federal ad- 
ministration and to the Federal judiciary, “Perhaps you can ultimately require 
a State te get into line; but it will take you 10 years to do it; and in the meantime 
the State may continue to deny benefits.” 

The provisions of these bills requiring an automatic stay against the effects 
of a finding of nonconformity or of the Secretary, will be appealed to the court 
even on the most frivolous basis. There is no reason why a State would not 
appeal to the courts when the only affect of an appeal is to give it an additional 
period of years to indulge in the practices which violate the Federal standards. 
It has already been pointed out that such indulgence could extend over a period 
of 10 years in the absence of judicial review. 

The remedy lies not in an extension of the time during which the Secretary 
is powerless to act; it lies in a curtailment of the power which the States now 
have to violate the existing standards and to deprive claimants of the rights 
which are guaranteed to them by the Federal law. 

Moreover, the scope of the judicial review provided for in these bills goes far 
beyond the principles of judicial review provided by the Congress in the Admin- 
istrative Procedure Act. In these bills, it is specifically provided that the court 
shall have jurisdiction “* * * to determine the matter on its merits on the basis 
of the entire record, exercising its independent judgment. Any provision of the 
Administrative Procedure Act (60 Stat. 237) to the contrary notwithstanding.” 
Judicial review of this breadth will inevitably result in the substitution of admin- 
istration by the courts of the expertise which was sought by the Congress and 
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which the administrative agency designated by the Congress to administer the 
law must be presumed to have. 

It would be interesting to ascertain the reaction which the administrators of 
the State agencies represented by the interstate conference, the sponsor of these 
bills, would have if judicial review of this broad scope were proposed of their 
own determinations under State law. Judicial review of the Secretary’s deter- 
minations, if there is to be any review, should be no broader than the judicial 
review of these State agency determinations. It should be no broader than the 
review accorded to the determinations of other Federal agencies. 

Finally, if the power of the Secretary to find that a State has violated Federal 
standards requires review by the courts, would not court review be afforded 
where the Secretary finds that a State is not in violation of the same standards. 
Decisions of conformity as well as decisions of nonconformity involve the inter- 
pretation of the same provisions of the Federal law. If Federal judicial review 
is needed to protect the States against the loss of administrative funds and the 
employers against the lost of tax credits which may result from the Secretary’s 
finding, why should not Federal judicial review be afforded to protect the claim- 
ants against loss of benefits which may result from the findings of the same 
Secretary. Is the Secretary any less fallible when he finds that a denial of 
benefits does not violate Federal standards? 

Can the present Secretary of Labor be assumed to be any more correct in 
finding that there was no violation of Federal standards in 1956, than a former 
Secretary was in finding, in 1949, that under exactly identical circumstances 
the same Federal statutory standards was violated? 

There is no question but that any provision for judicial review would add 
greatly to the almost unbelievable delay which already exists because of the 
Knowland amendment. The unreasonable period of time now required before 
the Secretary’s determination can be effective must be shortened rather than 
extended by the requirement of court review. 

But even if this were done, and if judicial review were then in order, H. R. 
8214 and H. R. 8215 are not the answer. No protection is afforded to claimants 
whose benefits are being denied; there is not even provision to assure them of a 
retroactive payment of the benefits which were denied during the appeals 
process. Neither the workers, nor anybody on their behalf, is given the power 
to appeal from decisions of the Secretary in which they have an initial interest. 
While the scope of review is so broad as to require the courts to assume an 
administrative discretion for which they are ill prepared, the bills would deprive 
the courts of their normal functions of issuing stays or other interim decrees or 
orders. Although frivolous, time-consuming appeals would be myriad the courts 
would be powerless to protect the dignity of the judicial process. 

We strongly oppose H. R. 8214 and H. R. 8215. 


CONCLUSION 


The position of the industrial union department, like the position of the AFL- 
CIO and all of labor is simple: We favor those bills which would extend the 
coverage of the employment security program, establish a system of reinsurance 
to aid depleted State reserves, and add Federal standards on the weekly 
benefit amount, the period for which benefits may be paid, and the conditions 
under which benefits are payable. Enactment of such a program would remove the 
barriers to effective State action and make the employment security program 
one which will meet the needs of the unemployed workers and their families and 
the economic needs of the communities in which they reside. 


The Cuamman. Mr. Lesser, you are recognized. 

Mr. Foranp. Before Mr. Lesser starts I have one point I would 
like to raise. Mr. Whitehouse, I noticed on page 4 of your statement, 
the last paragraph, you say : 

The Social Security Administration has estimated that the cost for the care 
provided under H. R. 9467 would be about $825 million next year . 

I wonder if you were aware of the fact that yesterday Mr. E. J. 
Faulkner, speaking for the Health Insurance Association of America 


told this committee that the total cost for the first year of this bill 
would be $2,112,600,000. 
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Mr. Wurrenovse. Personally, I was not aware of that, Mr. Forand. 

Mr. Foran. There is such a discrepancy in the figures that I was 
forced to tell Mr. Faulkner yesterday that I thought their figures were 
blown up. 

Mr. Wuitenouse. It sounds like it. 

Mr. Foranp. We will work on these figures so we may have realistic 
figures if the figures given to us by the Social Security Administra- 
tion are not correct. 

Mr. Wutrenovuse. We cited that rather than our figures because 
of our feeling their figures are more realistic and they have far better 
resources to estimate such costs. 

Mr. Foranp. I am in agreement, but I thought this should be 
called to the attention of the committee. 

That is all. 

The Cuarrman. You are recognized, Mr. Lesser. 

Mr. Lesser. Thank you, Mr. Chairman. 

Mr. Whitehouse has submitted for the record the detailed statement 
setting forth the position of the industrial union department on the 
bills pending before this committee, particularly with reference to the 
unemployment compensation program. 

I do not intend to read the statement nor do I intend to discuss all 
of the details in that statement. I would, however, like to set forth 
in rather general terms the position of the industrial union department. 
on some of these bills, particularly in reference to some of the testi- 
mony that has been presented to the committee during the course of 
these hearings. 

First, I would like to make clear that the position of the industrial 
union department, like the position of the AFL-CIO, is clear on the 
extension of the coverage of the Federal Unemployment Tax Act. 
We favor the extension of the Unemployment Compensation Tax Act 
and the unemployment compensation program to as many workers as 
is practically feasible. 

We, therefore, support the bills which are pending before this com- 
mittee which would extend the coverage of such act to employers of 
one or more. 

We do not believe, and we think the evidence is clear, that there is 
any longer any valid administrative or any other reason for excluding 
these workers from coverage. 

We also favor the extension of the unemployment compensation 
program to Puerto Rico. We believe that workers in Puerto Rico 
should be afforded the same protection as workers in the District of 
Columbia and in the Territory of Hawaii and of Alaska. 

On the extension of coverage we, of course, also support the exten- 
sion of the Federal employees unemployment compensation program 
to veterans and ex-servicemen, and we would like to commend the 
committee for reporting out the chairman’s bill which would accom- 
plish the extension of coverage to ex-servicemen and veterans. 

There are two bills before the committee, H. R. 6849 and H. R. 11660 
in the field of coverage which are designed to diminish the coverage: 
of the Federal U nemploy ment Tax Act. We believe that both of these 
bills represent backward steps and we strongly urge that they be re- 
jected by the committee. 
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One of these bills would deprive many workers who are now cov- 
ered under the act of coverage. The other would turn over to the 
States the responsibility for determining the coverage of the Federal 
Unemployment Tax Act. 

We would also like to point out and reaffirm, as Mr. Whitehouse has 
indicated, our support of H. R. 10570 and the more than a dozen other 
bills which provide for permanent improvement in the Federal-State 
unemployment compensation program through the enactment of Fed- 
eral standards and a Federal reinsurance program. 

In considering the need for these bills, there are several points that 
I would like to urge that this committee keep in mind. First, we do 
not believe that the temporary unemployment compensation act of 
1958 which was passed by the Congress recently, although it recognizes 
that State laws are inadequate, we do not believe that this bill does 
anything to correct the inadequacies of the State law. 

The bill expires April 1, 1959, and obviously does nothing to correct 
the inadequacies after that date. Even for the period until April 1, 
1959, we do not believe that this bill, as would have the bill reported 
out by this committee, adequately treats the problem of the emergency 
or the period until April 1, 1959. 

As Mr. Whitehouse indicated, according to the latest information 
which we had at the time of preparing the testimony, nine States and 
the District of Columbia have entered into agreements pursuant to 
12065 with the Secretary of Labor. 

Of the 1.5 million workers that have exhausted their benefits since 
July 1, 1957, less than one-third are in those 9 States and the District 
of Columbia. More than 1 million are:in the other 39 States that 
have not entered into an agreement. . 

I noticed in the newspapers yesterday that there were 3 additional 
States that indicated that they were in a position to enter into an 
agreement with the Secretary of Labor. Even if the exhaustees in 
these 3 additional States are added to the total of the exhaustees in 
the other 9 states and the District of Columbia, still only slightly more 
than 45 percent of the persons who have exhausted their benefits since 
July 1957 will be covered under the program enacted as H. R. 12065. 

I think it should also be borne in mind that there have been several 
indications that the authority of the governors to enter into agreements 
under 12065 is likely to be challenged in the courts by the very groups 
that appeared before this committee and said, “Do not do anything; 
leave it to the States.” 

There have been recent articles in the New York Times and in the 
Wall Street Journal indicating that such court tests are likely. 

The reason why more States have not entered into agreement, the 
reason why the States have permitted their laws to deteriorate from 
the standard set. in 1939, is clear. Increased benefits would result in 
increased cost in the form of higher unemployment compensation con- 
tributions on the employers of that State. 

In support of our position that Federal action is necessary if there 
is to be improvement in the benefits of the State programs, I would 
like to refer to the testimony of James T. O’Connell, the acting Sec- 
retary of Labor, which was presented before your committee yesterday. 

Mr. O’Connell, in urging extension of the coverage of the Federal 
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Unemployment Tax Act to employers of one or more employees, stated 
on page 6 of his testimony, and I quote now: 

It is evident that Federal action is needed in this field if any substantial ex- 
tension of coverage is to be cbtained. 

In the same paragraph he summarizes the position of the Depart- 
ment of Labor and the administration as follows; and I quote again: 

In summary, the position of the administration is that unemployment insurance 
coverage of employers, regardless of size, is desirable and feasible, and will be 
achieved on a national basis only by Federal action. 

We agree completely with Mr. O’Connell’s statement as to the need, 
as to the desirability of Federal action. 

We submit, however, that the States can no more be relied upon to 
raise their weekly benefits up to the standards recommended by the 
President and the Secretary of Labor, to extend the duration of the 
coverage of their benefits, or to relax what the Secretary has 
characterized as, I believe, “Harsh and restrictive disqualification 
provisions of State laws,” than the States can be relied upon to extend 
the coverage of their laws to small firms. 

Mr. O’Connell is right. Federal legislation is needed to extend 
coverage. But Federal legislation is also needed to assure adequate 
benefits and duration. 

I would like to make one more point in this general area and 
suggest that the committee keep in mind in appraising the changes 
proposed in H. R. 10570, that the concept of Federal standards is not 
new in this program. 

From the very beginning of the program the States were required 
to meet certain standards, both in the enactment and in the administra- 
tion of the unemployment compensation laws. 

These standards control the content of State laws in major sub- 
stantive areas. The minimum coverage of State laws is fixed by the 
Congress’ determination as to the coverage of the Federal Unemploy- 
ment Tax Act. 

In the area of disqualifications the States must now meet. certain 
labor standard provisions which are set forth in section 3304 (a) (5) 
of the Internal Revenue Code. In the area of financing, State laws are 
completely controlled by the standards of the Federal law. 

In testifying before this committee yesterday Mr. A. D. Marshall, 
on behalf of the chamber of commerce, pointed out that all State laws 
have experienced rating. What Mr. Marshall did not point out was 
that all State laws have experience rating because the Federal law 
says that if you want to have contributions of less than 2.7 percent you 
have to do it by experience rating. 

The Federal law does not give the option to the State to reduce its 
contributions below 2.7 percent except by enacting a system of ex- 
perience rating which is required to meet set Federal standards. 

There is a provision in H. R. 10570 which would relax this Federal 
standard and which would permit States to either maintain experience 
rating or to reduce the rates below 2.7 percent on the basis of flat-rate 
reductions. 

I would have assumed that Mr. Marshall and the chamber of com- 
merce and the other groups that argue against Federal standards 
would have supported this provision of 10570 since it would have 
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relaxed the present Federal standard and since such a provision is in 
keeping with their stated principle of letting the States operate their 
own unemployment compensation programs. 

However, this provision was opposed by the chamber of commerce. 
The reason for such opposition is clear. The chamber of commerce 
is in favor of Federal standards if Federal standards protect the 
financial advantages which they now enjoy. 

The “states rights flag” which they use in merely a comouflage to 
hide their own special interest. 

In making these points I do so merely to point out to the committee 
and urge that the committee keep in mind that the question of bene- 
fit standards, the question of standards on disqualifications, should 
be decided not on the basis of slogans, but on the basis of whether or 
not the program should be improved to provide adequate benefits 
for adequate periods of duration and under reasonable rules govern- 
ing eligibility and disqualification. 

would like to comment on one other area covered by pending 
bills before this committee. That area is the proposal for Federal 
judicial review of compliance and conformity determination by the 
Secretary of Labor. H. R. 8284 and H. R. 8215 are identical. We 
are opposed to both of these bills. 

These judicial review bills in our opinion are designed to render 
the Secretary of Labor completely impotent in enforcing the stand- 
ards which now exist in the Waleral inv 

The Secretary would be reduced to the position of an observer. 
He could hold a hearing, he could make findings, but he could do 
nothing to enforce these findings. 

These bills would tack on to the existing procedures another period 
of 2, 3, or 4 years during which the States would be given complete 
freedom to violate the standards. There would be no protection for 
the rights of benefit claimants. 

The States with complete impunity would be permitted to dis- 
regard the Federal standards. Even if the Secretary and the courts 
finally determined that there had been a violation of the Federal 
standard, nothing would happen to the State. All the State would 
have to do within the next 90 days would be to correct its procedures, 
its law, or its administration, to etun itself in conformity with viola- 
tions of the past 9 or 10 years, and it would be forgiven. 

I think the committee can best see how the program would operate 
and what results would occur if you analyzed the bills very care- 
fully. We attempt to do so in this statement and I would like to 
just offer it rather briefly because I think this does point up how 
inequitable these bills are. 

Let us assume that a State denies benefits in violation of the Federal 
standards. Remember these are Federal standards that are now in 
the law, not standards which are proposed in any bill pending before 
the committee. 

The denial occurs, appeals are taken, the administrative process of 
the State law is followed, and after 3 or 4 years the State finally deter- 
mines that the original determinations denying the benefits are in com- 
pliance with the State law. 

At that point the Secretary can act. 
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Even though the Secretary knew, during this whole process, that 
the State was violating the standards and even though the State is 
violating those standards in every case that occurs during this 3- or 4- 
year period, and is denying benefits in violation of the standards, 
under the Knowland amendment the Secretary can do nothing. He 
has to wait until the appeals process in the State is completed, until the 
highest court in the State has made a determination as to whether 
the State is right. 

We have now reached the point, after 3 or 4 years, where the State 
courts have determined that benefits may properly be denied. I 
talked about “3 or 4 years.” In a case that occurred in California 
it took about 7 or 8 years, from 1948 until about 1955 before the 
administrative process and the judicial process in the State were 
completed and before the Secretary could hold a hearing. 

Assume the 3, 4, 5, 6, or 7 years have elapsed. At that point the 
Secretary holds a hearing and finds the State is out of compliance 
or out of conformity with the Federal standards. 

Now what happens? Nothing. The State has 60 days under 
H. R. 8214 and H. R. 8215 to file an appeal from this determination. 
The Secretary cannot do anything nor can the courts do anything. 

The normal jurisdiction which courts have to issue stay orders 
or other interim orders or decrees would be taken away from them 
by these two bills. 

So the judicial review starts, and it takes another 2 or 3 years 
before the courts finally determine that the Secretary is right. 

All during this period the Secretary can do nothing about the 
State’s violating this standard. The courts can do nothing about 
the continued violation of the standard. 

So, finally, 9 or 10 years have leapsed. I do not think that that is 
too long a period as a likely period. Nine or ten years have elapsed 
and the courts have finally determined that during the entire 9- or 
10-year period there has been a complete violation of the Federal 
standards. 

Now what happens? The State can then correct the violation but 
it only has to do so prospectively. The fact that thousands of benefit 
claimants have been denied benefits in violation of the standard— 
that is too bad under these bills. The State does not even have to 
make retroactive payment of benefits to these people. They just 
correct it for the future. 

The slate is wiped clean. Then they are already to start another 
violation. Then the Secretary can start this 9- or 10-year process 
again, and maybe, if the courts finally sustain him then, the State 
has to make another change in its procedure or in its law. 

It seems to us, and it seems quite obvious, that if there is to be 
judicial review, you cannot just tack judicial review on a review 
process that now takes 6 or 7 years. 

If there is any merit in judicial review, you have got to shorten 
the period in which the Secretary can now act. Then if you have 
judicial review you have to at least give to the court, if not to the 
Secretary, the power to issue the interim stay orders that a court will 
normally issue to protect the interested parties. 

If the process is shortened, if the Secretary can take action as soon 
as he finds out that a State is violating the Federal standards, if that 
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action which could occur within a week or two, or a month, or a couple 
of months after it is brought to his attention that there is a violation 
of the standards, were then subject to judicial review, you would not 
have the problem of 7 or 10 years of review process. 

But if there is to be judicial review, it seems to us that determinations 
made by the Secretary that the State is in conformity and is meeting 
the F a standards should be subject to judicial review and subject 
to appeal to the courts the same as the decisions that a State is 
violating the Federal standards. 

Since the basis for judicial review is that the Secretary is not infalli- 
ble and may be misinterpreting the Federal law when he holds a State 
out of conformity, he may be just as fallible when he interprets the 
Federal law and finds that a State is in conformity. 

The same Federal provisions are involved in the interpretation. In 
the one case when he finds a State is in conformity all he is saying 
is that the State government may deny benefits consistently with the 
provisions of the Federal law. 

We believe that the worker or representatives of the worker should 
be entitled to appeal from these determinations that a State is in 
conformity and is complying with the Federal law as well as giving 
to the State the right to appeal from the determinations of the Secre- 
tary that a State is violating the standards of the Federal law. 

We do not believe that the decision of the Secretary of Labor in 
1955, in which he held that the California law was in conformity with 
the Federal standards, was any more correct than the decision of a 
former Secretary of Labor in 1949 holding that the identical deci- 
sions, under identical circumstances, violated the Federal standards 
which the present Secretary found were complied with. If the deci- 
sion of the Secretary holding that those standards were violated in 
1949 would have been subject to judicial review under these bills, why 
should not the present Secretary of Labor decision in 1955 reversing 
the former decision and holding that there was conformity and that 
the same Federal standards were not violated, why should not that 
decision, too, be subject to judicial review ? 

Mr. Foranp (presiding). Does that complete your statement, Mr. 
Lesser ? 

Mr. Lesser. Yes, sir. 

I would like to summarize by saying that, as indicated, our position 
is in opposition to H. R. 8214 and H. R. 8215, which would provide 
for judicial review of the Secretary’s determination. 

We are in favor of those bills that would extend the coverage of 
the unemployment compensation program, would establish a Federal 
system of reinsurance to aid depleted State reserves, and which would 
add Federal standards on the weekly benefit amount, the period for 
which benefits may be paid, and the conditions under which benefits 
are payable. 

Enactment of such a program would remove the barriers to effective 
State action and make the employment-security program one which 
will meet the needs of the unemployed workers and their families, 
and the economic needs of the communities in which they reside. 

I thank the committee for the opportunity of appearing. 

Mr. Foranp. Without objection, your full statement will appear in 
the record. 
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Any questions ? 

Mr. Baxer. I have been very much interested in the question of 
judicial review. It is logical. I do not think either of you referred 
to the earnings test. Have you? Would either of you care to express 
the views of the AFL-CIO as to whether there should be a change 
made in the earnings test of $1,200 a year? 

Mr. Lesser. I think, Mr. Baker, that the position of the AFL-CIO 
on this specific point will be presented to the committee tomorrow by 
Mr. Cruikshank, director of the social security department, AFL-CIO. 

Mr. Baxer. That is all right. 

Mr. Foranp. There are no further questions. We thank you. 

The next witness is Dr. Donald Stubbs. Will you come forward, 
please, sir, and identify yourself for the record, if you please? 

Dr. Srusss. Yes. 


STATEMENT OF DR. DONALD STUBBS, CHAIRMAN, BOARD OF 
DIRECTORS, BLUE SHIELD MEDICAL CARE PLANS 


Dr. Srusss. Iam Dr. Donald Stubbs, and I am engaged in the pri- 
vate practice of medicine in Washington, D.C. I am appearing here 
today as chairman of the board of directors of Blue Shield Medical 
Care Plans, which is the national association of Blue Shield Plans. 

Mr. Foranp. I note that the committee has allowed you 10 minutes. 
Do you think you could complete your statement in 10 minutes? 

Dr. Strusps. I believe so. 

There is a growing concern to make adequate medical care avail- 
able to those who need it, while, at the same time, forestalling a heavy 
burden of cost on any given individual. 

Section 106 of H. R. 9467, which is one of the many manifestations 
of this concern, would provide certain hospital and medical benefits to 
those who are eligible to receive social-security payments. 

The medical profession has long known of the needs which such 
proposals are intended to meet, and has been moving steadily along 
many lines to fulfill them, not only for the aged, but for all of the 
members of the community. The general awareness of these problems 
has grown with, and perhaps, because of, our mounting success in 
understanding and solving them. 

Blue Shield plans were created by doctors to offer the public a 
practical method for budgeting the cost of medical care through the 
mechanism of prepayment. 


Since Blue Shield membership now includes more than 214 million | 


citizens past 65 years of age, and since our policies will permit con- 
tinuation of their coverage to all under our program as they pass this 
age, we believe that this committee wants to know about our efforts 
and potential in this field. 

This dramatic success story is better shown by a brief review of its 
history than by simple comparison of its present status in relation to 
the full problem of health care, especially in the aged. 

There is nothing new about the idea of paying physicians in advance 
for their services. 

In ancient Greece and Rome, and in medieval Europe, it was cus- 
tomary for wealthy families to retain physicians as more or less per- 
manent members of their households, looking after the medical needs 
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of the family and its servants in return for a comfortable living and, 
frequently, an annual stipend. In the case of landowners with ex- 
tensive holdings, it became customary for the family physician to 
attend the needs of tenant farmers and villagers living on his patron’s 
property. In rural areas, especially, the remnants of this earlier 

stem of medical care were still in evidence as late as the middle of 

e 19th century. 

The direct forerunners of our present plans did not appear in the 
United States, however, until the late years of the 19th century, when 
lumber and mining companies operating in remote areas in the North 
Central and Northwest States provided contract service for company 
onpayee and, occasionally, their families. 

ome of the companies made contracts directly with individual 
physicians, who agreed to provide complete medical service for com- 
pany employees. Sa return, they received a regular monthly fee that 
varied according to the number of men on the company payroll. 
Other companies entered into contracts with groups, rather than with 
individual physicians. 

In the Pacific Northwest, medical-service bureaus were organized 
and made contracts with employers for the provision of medical 
services to workers on a prepaid or monthly-fee basis, 

In Washington and Oregon, a substantial amount of all medical 
care rendered to wage earners had come within the jurisdiction of 
these medical bureaus by the 1920’s. Many of these organizations 
came into the hands of promoters who were more interested in price 
than quality of service and bargained with physicians and groups 
of physicians to drive prices down. 

To combat this practice, the county medical societies organized their 
own medical-service bureaus contracting with employers for the care 
of employees, who then had freedom of choice among all participating 
ngpeene. 

any of these county medical society service bureaus are still in 
operation. In Oregon, most of them have been merged into a state- 
wide Blue Shield organization, Oregon Physicians’ Service. 

All of these minor forays into the unknown morass of prepaid 
health care were accumulating experience which, a mere two decades 
ago, began to take on some aspects of coherence. 

In 1939, the first Blue Shield-type plan was established in California 
with capital funds advanced by the California Medical Association. 

In the beginning, enrollment in California Physicians’ Service was 
slow, and it developed that subscribers used more service than the 
plan was able to pay for at the established rate. Soon, the participat- 
ing physicians had to accept less-than-par payments for services 
rendered. In this way they guaranteed the financial security of the 

lan, enabling it to fulfil its contracts until the schedules of rates and 
leodlien could be adjusted in accordance with actual experience. 

This experience in California, which was repeated elsewhere in the 
early, formative years of Blue Shield development, underlies an 
important, distinctive feature of the doctor-sponsored plans— 
the acceptance of responsibility for the plan’s stability and success by 
the medical community. Without this stabilizing force, the early 
plans might easily have gone under, financially. 








SOCIAL-SECURITY LEGISLATION 693 


While the California Physicians’ Service was living through its 
first perilous year of existence, the Michigan State Medical Society, 
another pioneer in the prepayment movement, was organizing the 
Michigan Medical Service. It began its activities in March 1940. 

Following the lead of California and Michigan, other State, and 
some county, medical societies organized similar prepayment plans. 

Each plan was established as a separate corporation. Rates and 
benefits, methods of reimbursing physicians, and other details varied 
widely from State to State, but the plans all had one important 
feature—sponsorship by the local medical profession. 

This has been a significant factor in the development of the Blue 
Shield movement. It has been important not only because of the 
financial assistance furnished by physicians, but, also, because the 
physicians determine the kinds iol amounts of medical service their 
patients need. 

This grassroots movement indicated the universality of the problem 
and the attractiveness of this effort to solve it. The public acceptance 
of prepayment through Blue Shield has been phenomenal. 

In 1941, there were only 370,000 members of Blue Shield throughout 
the country. By 1949, the membership had increased to 12 million, 
but, in the ensuing 8 years since 1949, membership has grown to 
more than 41 million people, about one-fourth of the total population. 

Along with Blue Shield’s rapid growth in membership there has 
been an improvement in the scope of benefits offered. In its form- 
ative years, Blue Shield provided payment only in those cases where 
surgery was performed in a hospital. Today, however, virtually all 
plans provide Pe Amgen for the services of physicians who render 
in-hospital medical care for conditions not requiring surgery. 

In addition, payments for home and office surgery are also pro- 
vided. Coverage of home and office calls is available in about 20 
percent of the plans, and comprehensive or extended coverage for the 
unusually costly or long-term illness is already being offered by Blue 
Shield. The trend is toa continuing reform and extension of all types 
of existing benefits. 

This accelerating growth, both as to numbers included and extent 
of benefit for each subscriber, has in the last few years shown that the 
voluntary approach can do the job. 

The present size of Blue Shield is impressive in an absolute sense, 
but its significance is further enhanced by the intimate and responsible 
relation of the medical profession to every phase of its activity. 

In the process of our growth and expansion, we have been aware of 
the problems of that segment of the population which has reached the 
age of 65. 

A majority of Blue Shield plans have no age limit on enrollment 
through employed groups, and, where limits do exist, they are generally 
waived if the group being enrolled is of reasonable size. 

Furthermore, it is the universal practice to permit a member to con- 
tinue membership after retirement, and some plans will accept initial 
individual enrollment without regard to age. 

Recent studies show that about 614 percent of the total Blue Shield 
membership are people who have attained the age of 65 or over. Thus 
of the total membership in excess of 41 million, some 214 million fall 
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in that age category. Thus, Blue Shield coverage of people over 65 
is reasonably related, even now, to the general population over 65: 

Because Blue Shield’s present and future subscribers have the right 
to retain coverage after retirement, our future inclusion of aged 
persons is bound to increase, numerically as well as relatively. 

Throughout our statement we have confined ourselves largely to 
what Blue Shield has been doing, but I am sure that you have heard, 
or will hear, what other organizations, such as Blue Cross and the in- 
surance companies, have also done and are doing to provide the means 
whereby health protection is available to virtually all of our citizens 
through voluntary means. Well in excess of 100 million people, or 
about two-thirds of the total population, have some form of health 
protection. 

This, in itself, is a demonstration of the fact that the people can and 
are willing to provide benefits to meet their needs through programs 
of their own choice. 

Because the phenomenal advance in these programs in the last few 
years enables us, with accuracy, to project their progress toward early 
and successful provision of health services for the aged, along with 
other groups of the population, and because it has been repeatedly 
demonstrated that we cannot retreat from a compulsory program once 
it is entered, the Blue Shield Medical Care Plans, in annual conference 
this year, went on record as being opposed to the enactment of H. R. 
9467. Therefore, we respectfully urge that this committee not act 
favorably on the bill. 

Thank you, Mr. Chairman, for giving us this opportunity to be 
heard. 

Mr. Forann. Thank you, Dr. Stubbs, for the information you have 
brought to the committee. 

I note on the first page of your statement you say that “Blue Shield 
membership now includes more than 24% million citizens past 65 years 
of age.” That is a rather small percentage of the 12 million to 15 
million people that, I understand, are in that bracket. 

Dr. Stusss. But it is in proportion, roughly, to our coverage of the 
total population. 

Mr. Foranp. It still is a very low percentage. Can you tell us how 
many States have coverage policies for the aged, 65 or over ? 

Dr. Stuses. In Blue Shield ? ' 

Mr. Foranp. Yes; in Blue Shield or Physicians’ Service, which, I 
understand, is the same thing. 

Dr. Srusss. All of our plans permit continuation of the coverage 
that they have into the old-age group. There is no cutoff of their 
coverage. 

Mr. Foranp. In the case where they are covered through a group, 
and they leave their employment, are they permitted under your plans 
to continue to pay, themselves, the cost of this plan, as they go along ? 

Dr. Srusps. Yes, sir. 

Mr. Foranpv. Do you take in any of them that are over 65, but have 
not previously been members ? 

Dr. Sruses. Many of the plans do take them in at any age limit. 
They have no limits at all. 

Mr. Foranp. As to the service provided under Physicians’ Service 
contracts, Dr. Gleason, who was president of the Providence Medical 
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Society, when he was leaving office, recently delivered an address, 
which is customarily and usually published in the next issue of the 
organization’s bulletin, but in this case it was not. 

Dr. Gleason at that time said that “the Physicians’ Service”—which, 
of course, is Blue Shield—“benefits are paper thin.” He advised his 
colleagues “You can sit back and be absolutely certain socialized 
medicine will come your way.” 

In other words, he was criticizing the system for being inadequate, 
and told his colleagues that if they did not want socialized medicine 
they had better get going and change their plans. 

I do not know whether you are aware of this or other instances 
similar to it, but I think it would be very interesting for your organi- 
zation to check on that and see that we do not have that same condi- 
tion existing elsewhere. 

Have you had any reports along that line from some of your 
organizations ¢ 

Dr. Sruses. Along the line of the demand for increasing the scope 
of benefits ? 

Mr. Foranp. Apparently that is what he meant when he said that 
the service was paper thin. 

Dr. Srunps. I think one of the outstanding efforts, one of the most 
prominently recurring problems has been the effort to extend the 
scope of benefits in Blue Shield. 

We feel that we have made a great deal of progress just within the 
last year in this area, particularly in regard to having succeeded in 
getting all of the plans to agree to a national-type contract as to scope 
of benefits, which is considerably more extensive than the average 
Blue Shield program in that it covers many of these coverages that 
have not been too common. 

Along with them, elevating the income levels for the service bene- 
fits to $6,000 a year for a family income. 

As I am sure the committee understands, the Blue Shield operation 
is a typical setup, and I should emphasize that each of these slate is a& 
separate corporation, set up and controlled locally by local citizens, 
including members of the medical profession. Each of these plans 
has a right to set its own standards. 

But our national association is attempting to increase the scope of 
benefit, raise the standards, as best we can. 

A $6,000 income level in a service benefit program means that for 
those families to have incomes below that figure, all of the procedures 
covered in the fee schedule are covered in full. There is no additional 
charge. 

han of the plans have had income levels that have been criticized 
by citizens of the community and their doctors as being inadequately 
low, so that this is one of the grounds on which we claim to have made 
real advances, to have raised rather consistently and widely the income 
levels that are available. 

The inclusion of home and office care in many of these plans, and 
particularly the inclusion of all types of in-hospital care, of diagnostic 
services, have been added into many of these programs. 

Here in the District of Columbia, where half of our coverage is 
Federal employees, and where we have a little more than half of the 
Federal employees in the metropolitan area of Washington under our 
Blue Shield plan, we have now a $6,000 income level for families. 








696 SOCIAL-SECURITY LEGISLATION 


We cover these diagnostic. procedures in or out of the hospital. We 
have available on a group basis a comprehensive program which adds 
on above the local Blue Cross and Blue Shield program a catastrophic 
type of insurance that can go up to $10,000 a year of coverage. 

o I believe that the extent of benefits is being widened regularly 
and consistently, and we think particularly within the last year; and 
the degree of benefits has been aided by the elevation of income levels. 

I might comment that the State of Rhode Island has a plan sponsored 
by the medical society, but it is not a Blue Shield plan. The medical 
society runs it. 

Mr. Foranp. They call it the Physicians’ Service, but it is supposed 
to operate on the same basis. 

Dr. Srusss. It is very similar to Blue Shield. I do not mean my 
comment to be critical of it in any way. 

Mr. Foranp. No. I understand that. But I was just going to ask 
you: Are these physicians service plans entitled to membership in 
your organization, or is it Just the Blue Shield plan that your organi- 
zation represents ? 

Dr. Srusss. I am sure that if the State of Rhode Island plan were 
to apply for membership in the National Blue Shield organization 
that they could be members, perhaps with some minor changes. I do 
not know the details of it. 

We have standards that must be met for inclusion in the list of Blue 
Shield plans, and one of the essentials is sponsorship by the local medi- 
calsociety. It may be the State society or it may be the county society. 

There are 66 mm plans in the continental United States, and Rhode 
Island is 1 of the 2 or 3 States that is not covered by a Blue Shield 
plan, assuch. 

Mr. Foranp. In other words, you have what amounts to Federal 
standards applicable to the local groups. I said “Federal.” Maybe 
I should say “national standards.” 

Dr. Srurss. I think we are not competing with the Federal Govern- 
ment in that degree. 

Mr. Foranp. I realize that. * 

Dr. Srusss. But that is correct. We are trying to elevate our 
standards. That is one of the purposes of the national association. 

Mr. Foranp. So far as Rhode Island is concerned—I do not know 
in how many other areas this applied—but last year, of course, the 
Blue Cross and Physicians’ Services were operated by the same, 
although two separate operations. But it was announced last year 
that because of the high cost of operation that they would no longer 
permit an individual 65 years of age, or over, to enroll as a member. 

Frankly, I take pride in the fact that upon the introduction of my 
bill, H. R. 9467, it has stirred so much interest throughout the country, 
and I am thankful to the American Medical Association for stirring 
this up, because they have given it a great deal of publicity, but the 
Blue Cross and the Physicians’ Service in Rhode Island have decided 
that they would open up their doors and are now conducting a cam- 
paign for the enrollment of people 65 or over. 

So, I am very happy to note that. I hope if any other sections 
of the country are in the same category that they are going to do the 
same thing, too. 
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Dr. Srusss. I am sure that such influence as you speak of are good 
byproducts to many of the things that are proposed, and if we got 
only such byproducts, the proposal of varied things is to be com- 
mended. 

The admission to Blue Shield plan coverage for citizens without 
age limit in groups is permitted by 44 of our plans; 2 of them permit 
citizens up to the age of 66 to enroll, and 19 up to the age of 65. But 
all plans will contmue to cover them after the age of 65, if they are 
enrolled before attaining that age. 

Mr. Foranp. Is there an additional charge or a higher premium 
rate for peopts in the higher age bracket or do you have a flat 
premium § 

Dr. Srusss. Most plans have an increased charge for individuals 
in the program as contrasted with the group enrollees. That sur- 
charge is 20 or 25 percent of the group subscription rate. The in- 
dividual rate is continued for those over 65, unless the subscriber 
remains in a group. 

Efforts are being made to find ways to prefund the coverage for 
the retirees, and it is hoped that we can stimulate that, too. 

Mr. Forannp. Dol endastana that the same premium applies to the 
individual membership whether they are under 65 or over 65? 

Dr. Srusss That is correet. 

Mr Foranp. That was the line of demarcation I was trying to get 
clear. 

I thank you very much for the information you have given me, 
Doctor. 

Are there any questions ? 

Mr. Mason will inquire. 

Mr. Mason. I am intensely interested in the setup of the Blue Shield 
in its great expansion, both in numbers and in the coverage and the 
benefits and so forth that it has made in the last ten years. What is 
the difference between the Blue Shield program or coverage and the 
Blue Cross program and coverage? Just give it to me in substance. 

Dr. Srunss. In substance the difference heres hospital coverage 
and physician coverage. Blue Cross is designed to help pay hospital 
bills. Blue Shield to cover the cost of physicians’ services, 

In most instances the two go hand in hand, side by side, and very 
commonly the same business organization carries out the entire opera- 
tion in the interest of economy. But they commonly have separate 
boards of directors. All of them are locally controlled but under the 
standards that are agreed to by the national associations. 

Mr. Mason. That is very clear. I am grateful because I have re- 
ceived quite a lot of information which is vague in my mind about 
these self-supporting organizations. I think the more we have of them, 
the wider spread, the better off we will be. I am very appreciative of 
getting the information that you have given us. 

That is all, Mr. Chairman. 

Mr. Foranp. Mr. King will inquire. 

Mr. Kina. Dr. Stubbs, take an example. A man approaches retire- 
ment in the company which has been covered by Blue Shield. That 
is, this individual would have been a member of your organization 
while employed. He would have been in the lower income category, 
say $4,000 a year. He retires at 65. 
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I understand you have said that he will continue to have the service 
of Blue Shield; is that correct ? 

Dr. Srupss. He may continue. 

Mr. Kine. What would his premium or charge be for this plan after 
leaving employment and going into retirement, approximately ¢ 

Dr. Srupss. As an individual ? 

Mr. Kina. Yes. 

Dr. Srusss. It would vary widely with the program in which he had 
been enrolled, but something of the order of $1.50 to $2 a month. 

Mr. Kine. That would continue him for what sort of protection, 
Doctor ? 

Dr. Sruses. For surgery and medical care in the hospital and for 
certain laboratory procedures related to them. 

Mr. Kine. How would his wife fare in the plan? Are unemployed 
wives and housewives protected ? 

Dr. Srusss. If the husband had a family plan and had been covered 
under a family rate, that might be continued; or if he should die, his 
wife usually in these plans would continue and might continue on the 
basis that she has been under before. That would be then at the 
family rate, but still an individual policy. An individual may be in 
for himself or for himself and family. 

Mr. Kina. Yes. The rate then, we will say, just with the man and 
his wife, would be perhaps double what the figure was for the in- 
dividual alone? 

Dr. Srupes. It would be something more than double. I believe 
that it is not an unreasonable digression to comment that these plans 
operate under a communty rate and we try to subsidize in that way 
the more needful segments of the population. We have another form 
of aid of this sort in which we will give any size family the coverage 
for thesame rate. Here inthe District of Columbia, which is a typical 
Blue Shield plan, a man and his wife or a man and his wife and 10 
children will have the same rate. 

Mr. Kine. The average man in leaving employment upon retire- 
ment, we will say, is aproaching or is 65. We will set aside his 
family, not too many will have dependents at that age. Then, for 
protection he and his wife, would it be fair to say, the running rate 
would be perhaps $5 a month ? 

Dr. Stusss. Certainly no more than that for the coverage I have 
indicated. 

Mr. Kine. Yes. Also, what about surgery ? 

Dr. Stusss. That is Blue Shield only. 

Mr. Kine. Then, if he continues and approaches 70 or even beyond, 
I understood you to say that he yet can be covered or protected. You 
have no age limit. 

Dr. Stuppss. We have no age limit. There is coverage for several 
above 100 I understand. 

Mr. Kina. Is that so? 

Thank you, Doctor. 

Mr. Foranp. Mr. Curtis will inquire. 

Mr. Curtis. Doctor, you gave these overall national figures. Is 
this pretty equally spread around the country or are there certain 
staten.or sections or areas that do not have Blue Shield or Blue Cross 
plans? 
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Dr. Strusss. I believe it should be stated that it is fairly evenly dis- 
tributed, although there are several States in which Blue Shield does 
not operate as a separate plan, and of course there are areas of thin 
-Blue Shield coverage. Rhode Island was mentioned, but it has a 
roughly equivalent coverage. The State of Louisiana does not have 
a Blue Shield program but it has overlaps from the neighboring states. 
I believe that it should be borne in mind that Blue Shield is a part of 
the whole voluntary prepayment system. 

As I indicated, we believe it to be an important part because of its 
size alone, covering about one-fourth of the population, but especially 
because it is sponsored by the medical profession in each instance, and 
it is recognized I know by all of us that any voluntary approach must 
have the widespread goodwill and cooperation of the men who are 
responsible for giving this care. 

That is why men like myself in the private practice of medicine are 
devoted to the ideals of advancing Blue Shield because we believe that 
it is tremendously important for the whole profession to keep inti- 
mately related to the management. 

Mr. Curtis. Doctor, one other question about this spread. Is there 
a noticeable spread in coverage in urban areas as say opposed to rural 
areas? Is that fairly equal? Would you say there is a tendency not 
to have much coverage in rural areas ? 

Dr. Srunes. The rural areas are difficult to cover because of the 
individual nature of the coverage. These plans have been most rap- 
idly advanced in urban areas, in large groups, and through contribu- 
tion by industry as an employer. But here again the rural areas are 
an example of the difficult fields in which we have been making our 
greatest effort to advance in the last few years. 

The aged, and the individual, and the person of limited means, those 
are the people that are difficult to cover by prepayment insurance. 

Mr. Curtis. Are you having a fair amount of success? You say 
you are spending a great deal of time and effort in those areas. Is that 
meeting with your expectations ¢ 

Dr. Sruppss. We believe that it is progressing very well in the in- 
surance industry and in Blue Cross and Blue Shield. 

Mr. Curtis. That leads to one other question you touched upon. 
In the precoverage, is there an indication of certain income groups 
not being as well covered as others? I note that you suggest that 
apparently in your lower income groups there has not been as good 
coverage as there has been in the higher income groups; is that 
correct ¢ 

Dr. Strusss. I think in a way we might say the coverage is better for 
the lower income groups under a given program because they will get 
full service. 

Mr. Curtis. No, I am talking about who is covered. You are talk- 
ing about benefits. All I am talking about is how well spread the 
present program is. I gather from your remarks that because you 
felt there was needed additional efforts that because of the difficulties 
involved in your lower income groups that there had not been as wide 
a coverage there as there had been in other income groups. Am I 
correct ¢ 
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Dr. Sruprs. That would surely be the case and for a very good 
reason, that as the income diminishes, the ability to provide things with 
it is diminished as well. 

Mr. Curtis. I am simply trying to get the broad picture. 

One other area of breakdown would be between the family coverage 
and individual coverage. Is the bulk of the coverage that you pres- 
ently have tend to be families ? 

Dr. Sturrs. Families. 

Mr. Curtis. Families as opposed to individuals ? 

Dr. Sruses. Yes, sir. 

Mr. Curtis. Then you have given us the age group. Apparently 
you seem to be pretty well spread evenly among the age groups in 
population in comparison to our census figures. 

Dr. Sruses. It is very evenly distributed. We are quite pleased 
that we have moved into the over 65 group. In this area we have 
made more rapid advance in the last several years than in any other 
because of this policy of continuing coverage after the age of 65. 

A few years back we were not taking them in after 65 to any 
appreciable degree, so that these represent individuals who have moved 
into the overage group. The fact that we now have 6.5 percent of our 
entire coverage in this area is very gratifying because it means to us 
that we have advanced relatively more rapidly in this old-age group 
than we have even in the population at large during the last several 
years. 

Mr. Curtis. Thank you very much. 

Mr. Foranp. Any other questions? If not, we thank you, Dr. 
Stubbs, for the contribution you have made to our discussions. 

Dr. Srusss. Thank you, Mr. Chairman and members of the com- 
mittee, for permitting us to be heard. 

Mr. Foranp. The next witness is Mr. Edward Freehafer. For the 
purpose of the record will you identify yourself and the gentlemen 
accompanying you, please ? 

Mr. Freenarer. My name is Edward G. Freehafer. If I may be 
permitted a small correction in the list of speakers before you, I am 
not director of the New York public libraries. I am the director of the 
New York Public Library only. There are two other public library 
systems in the city. 

Whereas I should like to undertake to speak on behalf of all three 
systems, I should like to point out that they have representatives here 
today who are seated behind me. Mr. Harold Tucker, the chief li- 
brarian of the Queensboro Public Library, is here. Mr. Francis R. 
St. John, the chief librarian of the Brooklyn Public Library, unfor- 
tunately is unable to be present because of illness. His place is taken 
by Miss Margaret Freeman, his assistant chief librarian. 

In addition, Mr. Stanley Crane, who operates the United States 
Staff Association, is here. The gentlemen who flank me are counsel. 

Mr. Foranp. You may be seated. I notice the committee has al- 
lowed you 15 minutes. Do you think you can complete your state- 
ment in that time ? 

Mr. Freenarer. I think I can complete my statement is less than 


15 minutes. : 
Mr. Foranp. You will be accommodating the committee. 
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Mr. Kroon. Mr. Chairman, there is nothing unusual about a repre- 
sentative from a New York City organization attempting to accommo- 
date the committee. 

Mr. Foranp. Thank you. 


STATEMENT OF EDWARD G. FREEHAFER, DIRECTOR, NEW YORK 
PUBLIC LIBRARY 


Mr. Freenarer. Mr. Chairman and members of the committee, we 
are here in support of legislation proposed to correct an inequity expe- 
rienced by the employees of the three public libraries in the city of New 
York. This inequity results from a combination of circumstances 
under which social security benefits available to public employees are 
not available on the same terms to employees of the library despite 
the fact that in many other respects library employees are treated as 
public employees. 

The provisions of the State and the Federal law allow public em- 
ployees to purchase retroactive coverage in order to avoid the unsatis- 
factory features of coverage obtained after March 31, 1956. 

These provisions did not apply, however, to those who technically 
are not public employees as in the case of our people, even though 
most of them are paid from public funds. All are admitted to mem- 
bership in a public retirement system and all are otherwise treated as 
public employees. 

The State law was amended in 1958 to remove a barrier to fair treat- 
ment of library employees and a prompt Federal amendment is ur- 
gently needed. 

The public libraries in the city of New York employ over 4,000 
people. The city establishes wage rates and other fiscal benefits. 
Technically, however, these people are employees of the three library 
corporations, each of which is a private, nonprofit educational 
organization. 

The New York Public Library, Astor, Lenox, and Tilden Founda- 
tions has been granted an exemption under section 501 (c) (3) of the 
Internal Revenue Code. 

The Queensborough Public Library and the Brooklyn Public Li- 
brary have made application for similar exemptions. 

A recent decision of the corporation counsel of the city of New 
York has reaffirmed the position previously taken by the courts that 
the libraries are private corporations and that their employees are not 
public employees even though paid with public funds. 

Social security coverage for employees of all three libraries will 
have to be obtained by the libraries as private corporations under 
section 3121 (k) of the Internal Revenue Code. 

Because the pay of the employees is a part of the city budget and 
must therefore be governed by the same principles applicable to the 
city’s own employees, every effort is made by the city and by the 
library to treat library employees and comparable public employees 
equally. Through the cooperation of the city, the libraries, and the 
State legislature, library employees have been permitted to partici- 
pate in the public retirement system since 1937. Retirement and sur- 
vivorship benefits and both the employer and employee expenses of 
participation have been maintained for library employees on the same 
basis as the benefits and expenses applicable to public employees. 
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When social security coverage originally became available to public 
employees, all those eligible for participation in a public retirement 
system were excluded from such coverage by Federal law and by 
corresponding provisions of subsequently enacted State law. 

As a result library employees could not take timely advantage of 
the existing provisions applicable to educational organizations be- 

cause the city could not properly contribute to the coverage of library 
employees at a time when comparable employees of the city were 
ineligible. 

Subsequent Federal and State amendments permitted employees in 
the New York public retirement systems to come under the act last 
December. Without special provisions in the Federal law, these 
employees would have faced extended waiting periods and perma- 
nently reduced average monthly wages because | they first came under 
the act after the first quarter of 1956. 

Congress removed this barrier by permitting retirement system 
members to make the additional payments they would have made if 
they had keen covered earlier. 

They thus became covered retroactively. Such relief is not avail- 
able to library employees because they are technically private rather 
than public employees. The right to purchase retroactive coverage 
is not available under section 3121 (k) of the Internal Revenue Code— 
the provision through which library employees must obtain coverage. 

The resulting situation is that library employees are forced to accept 
greatly inferior coverage or to have no coverage at all. It is impos- 
sible to preserve the equality of treatment of library employees and 
comparable city employees. 

The libraries are faced with serious difficulties in maintaining and 
enlarging their staffs with competent employees, and their few ‘thou- 
sand ‘existing employees have been isolated into a small group with 
a status inferior to that of their publicly employed coworkers. 

The libraries have suggested that this situation be corrected by 
giving library employees the right to purchase retroactive coverage 
on the same basis as other members of the retirement system. 

We have been advised by the Department of Health, Education, 
and Welfare that this correction can best be accomplished by amend- 
ment of section 3121 (k) of the Internal Revenue Code rather than by 
the amendment contained in the present version of H. R. 8601, which 
was introduced on behalf of the libraries by Mr. Keogh at the last 
session of Congress. 

A copy of the changes in section 3121 (k) requested by the libraries 
is submitted herewith. 

We have been advised that the Department’s report on H. R. 8601 
was signed late yesterday. We understand it has not yet been re- 
ceived here but we have been told it is not unsympathetic with our 
objectives. 

The suggestion is made solely because the right to pay for retro- 
active coverage has been given already to all other members of the 
retirement sy stem. 

The library employees, including about 20 percent of private funds, 
are not asking that they be singled out for special treatment ; they 
are asking only that they be given the same treatment as their fellow 
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retirement system members, the same treatment as all other employees 
who are paid with public funds. 


The law now provides that public employees ‘brought under the 
act prior to 1960 may purchase retroactive coverage. We ask that the 
library employees be given the same right. The relative merits of 
retroactive social security coverage are not the issue. The issue is 
simply one of eliminating discriminatory treatment for a few thou- 
sand employees. 


In light of the foregoing we respectfully urge the committee’s favor- 
able consideration of the amendments. 


Mr. Foranp. That is the amendment you have appended to your 
statement ¢ 


Mr. Freenarer. Yes, it is. 


Mr. Foranp. Without objection, that will be made part of your 
statement in the record. 
(Information referred to follows :) 


CHANGES IN SECTION 3121 (K) OF THE INTERNAL REVENUE CODE REQUESTED BY 
THE PuBLIC LIBRARIES OF NEW YorK CITY 


1. Amend the first sentence of section 3121 (k) of the Internal Revenue Code 
by deleting therefrom the material in brackets: 

“An organization described in section 501 (c) (3) which is exempt from income 
tax under section 501 (a) may file a certificate (in such form and manner, and 
with such official, as may be prescribed by regulations made under this chapter) 
certifying that it desires to have the insurance system established by title II 
of the Social Security Act extended to service performed by its employees [and 
that at least two-thirds of its employees concur in the filing of the certificate].” 

2. Amend the fifth sentence of section 3121 (k) (1) of the Internal Revenue 
Code by deleting the matter in brackets and inserting the matter in italics: 

“ * * * The certificate shall be in effect (for purposes of subsection (b) (8) 
(B) and for purposes of section 210 (a) (8) (B) of the Social Security Act) 
for the period beginning with the first day of the calendar quarter [in which 
such certificate is filed or the first day of the succeeding calendar quarter,] nezt 
succeeding the calendar quarter in which. such certificate is filed or the first day of 
any preceding calendar quarter beginning after the calendar year preceding the 
year in which such certificate is filed or, in the case of certificates filed after 1957 
and before 1960, the first day of any preceding calendar quarter beginning after 
1955, as may be specified in the certificate, except that, in the case of service 
performed by an individual whose name appears on a supplemental list filed 
after the first month following the first calendar quarter for which the certificate 
is in effect, the certificate shall be in effect for purposes of such subsection (b) 
(8) and for purposes of section 210 (a) (8) of the Social Security Act, only with 
respect to service performed by such individual after the calendar quarter in 
which such supplemental list is filed.” 


Mr. Foranp. Are there any questions? 

Mr. Keroen. I would like to ask Mr. Freehafer a question. Would 
you be good enough for the record to indicate the division of your 4,000 
employees among the three libraries concerned ? 

Mr. Freenarer. The New York Public Library employs approxi- 
mately 2,200 people. The Brooklyn Library employs approximately 
1,200, and the Queensboro Public Library, approximately 800. If I 
am incorrect, Mr. Tucker and Miss Freeman may wish to correct me. 

Mr. Kroon. As a matter of fact, the Brooklyn Public Library is 
supervised by a board of trustees appointed by the president of the 
Boro? 


Mr. Freenarer. Appointed by the mayor of the city. 
Mr. Kroen. Thank you. 
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Mr. Foranp. If there are no further questions, we want to thank 
you very much. 

Mr. Freenarer. We thank you, sir. 

Mr. Foranp. Next we have the Council of the Golden Ring Clubs 
of Senior Citizens. I notice a group of them here. Who is going to 
be the spokesman ? 

Mr. p. Tam. 

Mr. Foranp. For the purpose of the record, Mr. Held, will you 
identify yourself as well as the people accompanying you ? 

Mr. Hetp. Yes, sir. 


STATEMENT OF ADOLPH HELD, PRESIDENT, COUNCIL OF THE 
GOLDEN RING CLUBS OF SENIOR CITIZENS, NEW YORK, N. Y. 


Mr. Hewp. My name is Adolph Held. I am president of the Council 
of the Golden Ring Clubs of Senior Citizens of Greater New York. 
This is a voluntary position. Professionally I am director of the 
health and welfare department of the International Ladies’ Garment 
Workers’ Union. I was formerly president of the Amalgamated Bank 
of New York. 

I am accompanied to these hearings by Mrs. Josephine Hertz, chair- 
man of the Golden Age Club, YM&YWHA; Mr. Jack Di Nola, 
chairman of American-Italian Clubs of Retired; Mr. Sam Resnick, 
of the Golden Ring Clubs; Mr. Peter Gallegos, president of the Mem- 
bership of the Sirovich Center for Elderly People. 

Mr. Krocu. That center was named after our late Representative 
William E. Sirovich. 

Mr. Herp. Yes, sir. 

Mr. Arthur Adams, secretary of the Big 6 Pensioners Club of the 
Typographical Union, and Mr. Zelman J. Lichtenstein, program direc- 
tor of the Golden Ring Clubs of Senior Citizens. 

Mr. Foranp. Your group has been allotted 10 minutes. Do you 
think you can conclude your statement in 10 minutes? 

Mr. Heitp. Many more important messages have been delivered in 
less than that. 

On May 27, 1958, in Carnegie Hall, New York City, there were as- 
sembled 3,040 delegates from the senior citizens clubs of Greater New 
York. There, without a dissenting voice, came approval of the Forand 
bill, H. R. 9467. 

At that meeting also authorization was received for our appearance 
before this committee today. 

The Forand bill incorporates two much-needed provisions for the 
retired—an increase in the monthly benefits and a provision for hos- 
pitalization and health insurance for the social security beneficiaries. 

The present social security benefits are woefully inadequate. Not 
quite 2 percent of primary beneficiaries receive the maximum social 
security benefit of $108.50 per month. 

About 15 percent of the beneficiaries, according to the provisions 
of the Social Security Act, are entitled to only $30 per month. The 
average monthly benefit is about $64. Even with the best planning it 
is not possible for any person to live on $10 to $15 per week. 

Our committee wishes to stress the plight of the several million 
elderly people who retired when the Social Security Act was still 
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young. Those are the people who, during their working years, expe- 
rienced economic depressions, unemployment, low wages. And now, 
in their years of retirement, their social security benefits reflect low 
earnings. Theirs is a tragedy compounded. 

Social Security Administration data corroborates this. The aver- 
age monthly benefit of people who retired in 1958 is close to $76. The 
average monthly benefit of people who retired in 1952 has been $39.47. 
Of retirees in 1951, $36.92, and of retirees in 1950, $29.33. 

It isa fact that close to 600,000 beneficiaries of old-age and survivors’ 
insurance must resort to supplementary aid from old-age assistance 
‘enero their basic needs cannot be met by the low social security 

enefits. 

May we respectfully state before this committee that the hundreds 
of thousands of elderly people of our State of New York feel that the 
provision of the Forand bill to increase the benefits by an average of 
10 percent is the very least that should be done immediately to alleviate 
their plight. 

Those who come under the provisions of our social security laws 
are the men and women who have labored long and hard to build our 
Nation into a strong bastion of economic and political freedom. Our 
economic resources are great because their labor was hard and their 
determination greater. We cannot permit our elderly to feel that if 
they are sick, infirm, and unable to provide for a livelihood, they must 
become public charges. They ask for the right to live their remaining 
years in security and dignity. 

Of vital importance to us is the provision for health insurance in 
the proposed Forand bill. Our senior citizens as they grow older 
need more hospitalization and other health services. And it is a fact 
that older people are less able to pay for hospitalization and medical 
care, especially when their income is based on low social security 
benefits. 

The rates of voluntary health insurance companies are very high 
for elderly people. In addition, some commercial insurance carriers 
too frequently cancel the insurance after the payment of benefits for 
the first illness. 

This is usually found in a very small type insurance policy. 

The Forand bill, if passed, would broaden social security so that it 
would provide essential hospital, nursing home, and surgical services 
for all those eligible for social security benefits. 

A State with one of the smallest populations in the Union—Colo- 
rado—implemented a wide program of medical and hospital care for 
its elderly citizens, 

The provisions of the Forand bill which we are asking Congress to 
adopt are a reasonable and moderate request for a modest increase in 
benefits and an extension of the principle of social security into an 
area of a proven social need—medical care for our veterans of a life- 
time of toil. 

We are happy to note that the AFL-CIO is supporting the Forand 
bill. It is strongly behind the provision to raise the payments to the 
social security fund by 1 percent to provide the increase of benefits 
and the cost of the medical and surgical insurance for the retired. 

In the name of the clubs of senior citizens of Greater New York, 
we wholeheartedly support the Forand bill and we ask the House 
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Ways and Means Committee to urge the House of Representatives 
to pass this bill. 

The Forand bill is deeply concerned with preserving the:most' val- 
uable human assets—the dignity, the self-respect, the integrity, the 
economic security and happiness of millions of Americans. These 
millions look to you, gentlemen, to humanize, liberalize, and 
strengthen our social security system. 

I am submitting to you as our exhibit the declaration of the senior 
citizens to the community issued by the assembly of senior citizens 
at Carnegie Hall, New York, on May 27, 1958. 

Mr. Foranp. This is the other paper you have reference to? 

Mr. Hexp. Yes, sir. 

Mr. Foranp. Without objection, it will be made a part of your 
statement in the record. 

(Information referred to follows :) 


CoUNCIL OF THE GOLDEN RING CLUBS—ASSEMBLY OF SENIOR CITIZENS AT CAR- 
NEGIE Hatt, May 27, 1958 


DECLARATION OF THE SENIOR CITIZENS TO THE COMMUNITY 


We are the senior citizens of this Nation. And we are one of this Nation’s 
great resources—resource of skills, resource of knowledge, resource of wisdom. 

When this century was young we were learning. We learned how to build 
and how to preserve. We learned how to add to the riches and the luster of 
America. We learned well, because this Nation is our monument. 

We spent a half century building this land and the things which grace it. 
We plowed new fields and brought forth crops in greater abundance than man 
had ever seen before. 

We invented the machines that made us mighty. We built the giant fac- 
tories that produce the wealth of the world. We manned the machines that 
gave our children the best living in the world. Today these children are the 
inheritors of the Nation. 

We built TVA and the great dams that bring power to the Nation. 

In our generation we brought electricity to the homes and workshops of the 
world. In our generation we produced the automobile, radio, television, the 
airplane. We invented‘and produced new materials for wearing and for housing. 

We conquered some diseases and laid the foundation for our children to 
conquer more. 

Our children are taller than we, stronger than we, and will live longer than 
we—because we built for them a healthier and more abundant America. 

And while we brought forth the new, we preserved that which was valuable 
from the old. 

We found an America with the potential for greatness. And we made it great. 

We brought a measure of order to an economic jungle. We brought a meas- 
ure of security to the people. Control of labor of children came in our time. 
Care of the work-injured, control of hours, minimum wages, guarantee of 
workers’ rights, all these we fashioned in our generation. 

We preserved and extended the liberties of our democracy. 

We kept the heritage of America, and gave it new luster, and we are passing 
it safely to our children. 

All this we did. But the end is not yet. We have skills of the hands and 
of the brain which have weathered the years. We are still a creative force in 
America. We have wisdom grown deeper with the years. 

With the peace of maturity we can continue to contribute to the wealth and 
the happiness and the beauty of the people. 

But some would cast us out. We say that the cost of this casting out would 
be too great. We can build and we can buy. We can create and we can 
consume. 

The economy of America needs us. 

We have met more problems than our children and lived through more trials. 
We can give counsel and we can give love. 

The heart of America needs us. 
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We are the generation that bridges yesterday and tomorrow. We are the 
children of the old world and the old ways, and the parents of the new. 

We live. We want to live in pride and in dignity. 

It merely remains for those who govern, and those who command, and those 
who control the wealth of this Nation—to remember this. 

Mr. Hetp. Mr. Chairman, gentlemen of the committee, thank you 
for the opportunity you have given us to testify on this very vital 
matter. 

Mr. Foranp. Are there any questions? 

Mr. Krocu. Mr. Chairman, having some knowledge of the council, 
I would like to state to the committee that I know of the tremendous 
good work that the council has done and the devotion and dedication 
that Mr. Held as president of the council has brought to his work. I 
am sure it would be an inspiration to all the members if they had an 
opportunity to sit in at one of these meetings of the council. 

Of course, Mr. Lichtenstein has always been a devoted worker. 

Mr. Licurenstetn. Thank you. 

Mr. Krocu. It is a pleasure for me to see all of you down here 
today. 

Mr. Hevp. Thank you very much. 

Mr. Keroeu. That is all, Mr. Chairman. I thank you very much. 

Mr. Foranp. The chairman is privileged to state that he can testify 
that more than 3,000 people crowded into Carnegie Hall on May 27 
because he personally was there and saw them turning people away 
from the doors for the hall was not large enough to accommodate 
them. They had them sitting in the aisles. They had them sitting 
on the platform. They had them everywhere. 

I was never so moved in all my life. 

Mr. Keocu. I am sure that you realized when you walked into the 

reat and historic hall in this city of New York that you were with 

Mr. Foranp. I did that when I came in; I did that when I left. 

If there are no further questions, we want to thank you people for 
your appearance and the contribution you have made to the com- 
mittee. 

The committee will now stand adjourned until 2 o’clock at which 
time we will begin with Mr. Edwin Wood. Mr. Wood is here. Please 
be here at 2 o’clock. 

(Thereupon the committee recessed at 12:10 p. m., to reconvene 
at 2 p. m., same day.) 


AFTERNOON SESSION 


The Cuamrman. The committee will please come to order. 

Our next witness is Mr. Edwin Wood. 

Mr. Wood, please come forward and identify yourself for the 
record by giving us your name, address, and capacity in which you 


appear. 
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STATEMENT OF R. EDWIN WOOD, CHAIRMAN, COMMITTEE ON 
SOCIAL SECURITY, NATIONAL ASSOCIATION OF LIFE UNDER- 
WRITERS; ACCOMPANIED BY CARLYLE M. DUNAWAY, GENERAL 
COUNSEL 


Mr. Woop. I am R. Edwin Wood of San Francisco, Calif., and I 
am appearing before your committee today as chairman of the com- 
mittee on social security of the National Association of Life Under- 
writers. 

For your information, our organization is a trade association repre- 
senting a membership of over 73,000 of the leading life insurance 
agents in America. In behalf of those 73,000 agents, I wish to thank 
you for this opportunity. And I trust that our contribution will be 
constructive. 

My purpose in appearing here today is to give you our association’s 
views regarding certain aspects of the Federal old-age and survivors 
insurance program and, more specifically, to express our opposition 
to further liberalization of the program. 

In taking this position, I should like to make it abundantly clear 
that far from being opposed to the OASI program as such, we have 
long regarded it as being a socially desirable means of providing our 
country’s workers and their dependents with a basic floor of economic 
protection against want. Indeed, it has often been said with much 
truth that life insurance agents have done more than any other single 
group to familiarize the people of this country with the OASI 
program. 

Thus, I repeat, we are not opposed to OASI so long as it is not al- 
lowed to deviate from its original floor-of-protection concept. How- 
ever, we are very much opposed to unreasonable and excessive liberali- 
zations of this program. We are opposed to such liberalizations be- 
cause we are convinced that they would ultimately seriously weaken, 
if not destroy, not only the program itself but the entire national 
economy as well. 

We are also opposed to excessive liberalizations because we believe 
that too much OASI would eventually render the people of this 
country either unwilling or financially unable—or both—to practice 
the do-it-yourself branch of thrift. This do-it-yourself philosophy 
has traditionally played a vital role in the development of our national 
economy and in making the American way of life the envy of the 
world. 

Having given you a broad sketch of our attitude toward the OASI 
program and our general reasons for opposing its overexpansion, I 
shall now give you our specific reasons for opposing any further 
liberalization of the program. Briefly stated, these reasons are that 
any liberalization would be (1) economically unsound, and (2) 
unnecessary. 


I. FURTHER OASI LIBERALIZATION ECONOMICALLY UNSOUND 


Only last month your committee voted against considering proposals 
to reduce the Federal income taxes. We believe that in making this 
decision you acted in a wise and statesmanlike manner, although we 
are sure that you clearly recognized that income-tax relief would have 
been warmly welcomed by millions of taxpayers. 
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Then on June 16 you were told by HEW Secretary Folsom that the 
OASI program was already and unexpectedly operating in the red 
and that it would very likely continue to do so for approximately the 
next 5 years. He further stated that any benefit increases would con- 
sequently have to be financed “fully and immediately by increases in 
tax revenue” collected by the program “if we are to maintain the 
soundness and integrity of the social security system.” 

As I have already indicated, we believe that you have acted wisely 
in rejecting pleas for income tax relief. However, we would seriously 
question the economic wisdom of your now going to the opposite 
extreme by adding to the total tax burden of the gainfully employed to 
provide increased OASI benefits from which they would derive no 
present return. 

This is especially so since, as I shall presently demonstrate, the 
OASI program is already acomplishing its intended purpose in an 
adequate fashion. As we see it, the probable effect of any increase in 
social security taxes at this time would be to curtail further the 
purchasing power of the gainfully employed and thus to impede 
recovery from the current economic recession. 

In opposing any new increase in social security taxes, we want to 
make it clear that this would be true whether the increase was brought 
about by the imposition of a higher tax rate or whether it was the 
result of raising the present $4,200 taxable wage base. We think that 
raising the wage base would be particularly undesirable for at least 
two reasons. 

First, any further increase in the wage base would strike us as 
being principally a rather devious move toward the socialistic goal 
of income redistribution. 

Second, it would result in the payment of higher benefits to the ve 
people who are best able to take care of themselves, namely, those wit 
above-average earnings. This latter result would tend to destroy the 
essential floor-of-protection concept of the OASI program. 

Another major reason why we believe that further benefit increases 
or other liberalizations would be unsound is that no one knows what 
adverse effect. such changes might have on the ultimate stability or 
solvency of the OASI program. 

It is conservatively estimated that the program has already incurred 
an unfunded accrued liability in excess of $300 billion. This acerued 
liability will have to be met in the main by the social security taxpayers 
of the future. 

Obviously, any further liberalization of the program now would 
necessarily increase this enormous commitment and, of course, the al- 
ready substantial social security tax burden with which we have under- 
taken to saddle the taxpayers of tomorrow. 

We submit that further liberalization of the program today would 
be an act of economic injustice to these taxpayers and pose a serious 
threat to its long-range solvency. 

In connection with the foregoing, we urge you to weigh carefully 
the statement made by former HEW Secretary Oveta Culp Hobby be- 
fore the Senate Finance Committee 3 years ago when she warned that 
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continued expansion of benefits under the OASI program could wreck 
it. At that time she very wisely said: 

The system cannot be expected to provide fully against all insurance risks if the 
tax is to be kept at a rate which can be borne by persons in the lower income 
brackets. 

In concluding this portion of my statement, I emphasize that in ex- 
pressing our opposition to any further liberalization of the OASI 
program, we mean any and all types of liberalizations. Without limi- 
tation, these include not only proposals to increase benefit amounts, 
the taxable wage base and tax rates, but also proposals to liberalize 
the retirement test, to reduce the retirement age and to provide hospital, 
medical, nursing home, and dental care to OASI eligibles. 

Detailed objections to the last-mentioned type of proposals were 
very ably covered by E. J. Faulkner in the statement that he presented 
to your committee on June 24 on behalf of the Health Insurance Asso- 
ciation of America. We feel that we can add little of value to what 
Mr. Faulkner has already told you and simply want to concur fully in 
his statement. 


II. BENEFIT INCREASES NOT NEEDED 


There might be justification for increasing social security taxes to 
the extent necessary to finance the payment of larger benefits to pres- 
ent beneficiaries if a convincing case could be made to show that larger 
benefits are needed. In our opinion, however, no such need exists. 
Indeed, keeping in mind always that the sole purpose of the OASI 
program is simply to provide the beneficiaries thereof with a basic 
floor of economic protection against want, we submit that there is much 
evidence to indicate that the program is already accomplishing its 
intended purpose in an extremely adequate manner. 

In this connection, I call to your attention the chart that immedi- 
ately follows this page. As you will see, it shows that between 1940, 
the year in which OAST benefits were first paid, and the first of this 
year, the cost of living increased to 205 percent of the 1940 level. 

Maximum family benefits payable under the OASI program in- 
creased to 235 percent of the 1940 level during the same period. It is 
thus clear that, contrary to the argument advanced by the proponents 
of OASI expansion, past liberalizations of the program have more 
than kept pace with advances in the cost of living. 

To stress this theme still further, the chart shows also that under 
H. R. 9467, which would increase maximum family benefits from $200 
monthly to $305, such benefits would be 358 percent of their 1940 level. 

I would also like to add that while the chart does not show it, the 
disparity between increases in retirement benefits and increases in the 
cost of living is even greater. Since 1940, maximum benefits for single 
retired workers and for retired workers and their wives have been in- 
creased to 263 percent of their 1940 level as against the smaller increase 
in the cost of living already indicated. Under H. R. 9467, the same 
benefits would be 368 percent of their 1940 level. 

Only yesterday the Bureau of Labor Statistics announced new cost 
of living figures which show or confirm that the cost of living is 
leveling out. 

Again we think that is very pertinent. 
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Dramatic evidence of the present adequacy of the OASI program 
was furnished by an article entitled “We Live on Our Social Security,” 
which appeared in the February 2, 1958, issue of the American Weekly, 
a copy of which is attached to this statement. Briefly, the article tells 
the story of how a Mr. and Mrs. Henry Brandt are living, not simply 
a bare, hand-to-mouth existence in retirement, but a full and com- 
»letely satisfying life, on their combined monthly OASI check of 

162.80 “plus about $20 a month.” To quote Mr. Brandt’s own words, 
this amount covers all of their needs, including “gas for the station 
wagon.” 

Naturally, when we read Mr. Brandt’s story, we were curious as to 
whether his case was unique or whether we could find any evidence 
that retired people generally might be faring equally well. With this 
in mind, we gathered data on the minimum budget requirements of 
retired people in various localities picked at random. The results of 
this survey, showing the monthly budget requirements of both elderly 
single individuals and elderly couples (rounded off to the nearest 
dollar), are set forth below. 

In each case, the budgeted amount covers at least such essentials 
as food, clothing, shelter, and incidental needs. 

Locality: Knox County, Tenn., single person, $70; husband and 
wife, $95. New York City, single person, $144; husband and wife, 
$204. Florida, $103 single person; $147 husband and wife. Cincin- 
nati, Ohio, single person, $130; husband and wife, $189. New Jersey, 
$88 and $134. Guilford County, N. C., $90 and $170. San Francisco- 
Oakland, Calif, Bay Area, single person, $101—123; and husband and 
wife, $139-161. Westchester County, N. Y., $98 and $131. Maryland, 
$82 and $115. 

I call your attention to the explanatory detail in the footnote which 
you can study at your convenience. 

We believe that the above figures strongly indicate the general 
validity of Mr. Brandt’s thesis that retired senior citizens drawing 
maximum benefits can indeed live on their social security. Of course, 
many retired people may find it necessary, or at least desirable, to 
supplement their benefits from other sources, particularly if they 
choose to live in areas where living costs are relatively high. 

However, they can do this through part-time employment or through 
— of private pension, insurance, or savings programs, or 
both. 

Indeed, this is exactly what the OASI program very properly ex- 
pects them to do. If such sources of outside income are not available 
or are inadequate in individual cases, any necessary additional income 
— be provided through public assistance programs on a needs 

asis. 

It may be objected that it is misleading to relate the above figures 
to maximum OASI benefits, rather than to the average benefits now 
being paid. For men who came on the benefit rolls prior to the 
1954 amendments the average benefit is now approximately $66 per 
month and for those who came on the rolls in the last 6 months of 
1957, approximately $78. Thus the closer the program approaches 
maturity, the closer the average monthly benefit paid will approach 
the maximum benefit. 
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In the meantime, if anything is to be done by the Government to 
solve the relatively short-range problem of people receiving sub- 
stantially less than maximum benefits, we again recommend that it be 
done through public assistance. This is in line with the long-estab- 
lished principle of the social security program. 

In concluding this statement, I want to refer briefly to a very per- 
tinent passage that appeared in the May 1958 issue of th First Na- 
tional City Bank of New York’s monthly letter. This publication, 
commenting on the large number of social security bills See Con- 
gress, had the following to say: 


The flood of proposed changes comes at a time when the present system is 
showing visible signs of financial strain. Social security tax collections are run- 
ning well below the amount of benefit payments, and the program is expected 
to show a deficit this year—something that wasn’t supposed to happen for many 
years. 

In the light of these developments, and with the full impact of liberalizations 
over the past few years not yet evident, it is only commonsense to weigh care- 
fully all proposals that would widen the scope of the system even further. The 
Advisory Council on Social Security Financing, created by Congress in 1956 
and made up of experts from industry, labor, and education, is due to report on 
the financial soundness of the present program by next January 1. It would 
seem worthwhile to get the results of their study before passing new laws. 


As I have made clear, we oppose any further liberalizations because 
such liberalizations are not justified. However, if your committee does 
not concur in this viewpoint, we agree with the First National City 
Bank of New York that you should at least await the report of the 
Advisory Council on Social Security Financing before taking any 
action to amend the existing law. 

The CHarrman. Mr. Wood, do you desire to have included in the 
record these pages appended to your statement ? 

Mr. Woop. Yes. The complete statement including the American 
Weekly article. 

The Caarrman. That material will be included in the record. 

(The document referred to follows :) 


STATEMENT OF R. Epwin Woop, THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS 


I am R. Edwin Wood, of San Francisco, Calif., and I am appearing before 
your committee today as chairman of the committee on social security of the 
National Association of Life Underwriters. For your information, our organiza- 
tion is a trade association representing a membership of over 73,000 of the leading 
life insurance agents in America. 

My purpose in appearing here today is to give you our association’s views 
regarding certain aspects of the Federal old-age and survivors insurance pro- 
gram and, more specifically, to express our opposition to further liberalization 
of the program. 

In taking this position, I should like to make it abundantly clear that far from 
being opposed to the OASI program as such, we have long regarded it as being 
a socially desirable means of providing our country’s workers and their dependents 
with a basic floor of economic protection against want. Indeed, it has often been 
said with much truth that life insurance agents have done more than any other 
single group to familiarize the people of this country with the OAST program. 

Thus, I repeat, we are not opposed to OASI so long as it is not allowed to deviate 
from its original “floor of protection” concept. However, we are very much 
opposed to unreasonable and excessive liberalizations of the program. We are 
opposed to such liberalizations because we are convinced that they would ulti- 
mately seriously weaken, if not destroy, not only the program itself but also the 
entire national economy as well. We are also opposed to excessive liberalizations 
because we believe that too much OASI would eventually render the people of 
this country either unwilling or financially unable—or both—to practice the 
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“do-it-yourself” brand of thrift. This “do-it-yourself” philosophy has tradi- 
tionally played a vital role in the development of our national economy and in 
making the American way of life the envy of the world. 

Having given you a broad sketch of our attitude toward the OASI program and 
our general reasons for opposing its overexpansion, I shall now give you our 
specific reasons for opposing any further liberalization of the program. Briefly 
stated, these reasons are that any liberalization would be (1) economically un- 
sound, and (2) unnecessary. 


I, FURTHER OASI LIBERALIZATION ECONOMICALLY UNSOUND 


Only last month your committee voted against considering proposals to reduce 
the Federal income taxes. We believe that in making this decision you acted 
in a wise and statesmanlike manner, although we are sure that you clearly recog- 
nized that income tax relief would have been warmly welcomed by millions of 
taxpayers. 

Then on June 16 you were told by HEW Secretary Folsom that the OASI 
program was already and unexpectedly operating in the red and that it would 
very likely continue to do so for approximately the next 5 years. He further 
stated that any benefit increases would consequently have to be financed “fully 
and immediately by increases in tax revenue” collected by the program “if we are 
to maintain the soundness and integrity of the social security system.” 

As I have already indicated, we believe that you acted wisely in rejecting pleas 
for income-tax relief. However, we would seriously question the economic wis- 
dom of your now going to the opposite extreme by adding to the total tax burden 
of the gainfully employed to provide increased OASI benefits from which they 
derive no present return. This is especially so since, as I shall presently demon- 
strate, the OASI program is already accomplishing its intended purpose in an 
adequate fashion. As we see it, the probable effect of any increase in social 
security taxes at this time would be to curtail further the purchasing power 
of the gainfully employed and thus to impede recovery from the current economic 
recession. 

In opposing any new increase in social security taxes, we want to make it clear 
that this would be true whether the increase was brought about by the imposition 
of a higher tax rate or whether it was the result of raising the present $4,200 
taxable wage base. We think that raising the wage base would be particularly 
undesirable for at least two reasons. First, any further increase in the wage 
base would strike us as being principally a rather devious move toward the 
socialistic goal of income redistribution. Second, it would result in the payment 
of higher benefits to the very people who are best able to take care of themselves, 
namely, those with above-average earnings. This latter result would tend to 
destroy the essential floor-of-protection concept of the OASI program. 

Another major reason why we believe that further benefit increases or! other 
liberalizations would be unsound is that no one knows what adverse effect such 
changes might have on the ultimate stability or solvency of the OASI program. 

It is conservatively estimated that the program has already incurred an un- 
funded accrued liability in excess of $300 billion. This accrued liability will have 
to be met in the main by the social security taxpayers of the future. Obviously, 
any further liberalization of the program now would necessarily increase this 
enormous commitment and, of course, the already substantial social security tax 
burden with which we have undertaken to saddle the taxpayers of tomorrow. 
We submit that further liberalization of the program today would be an act 
of economic injustice te these taxpayers and pose a serious threat to its long-range 
solvency. 

In connection with the foregoing, we urge you to weigh carefully the statement 
made by former HEW Secretary Oveta Culp Hobby before the Senate Finance 
Committee 8 years ago when she warned that continued expansion of benefits 
under the OASI program could wreck it. At that time she very wisely said: 

“The system cannot be expected to provide fully against all insurance risks if 
the tax is to be kept at a rate which can be borne by persons in the lower-income 
brackets.” 

In concluding this portion of my statement, I emphasize that in expressing 
our opposition to any further liberalization of the OASI program, we mean any 
and all types of liberalizations. Without limitation, these include not only pro- 
posals to increase benefit amounts, the taxable wage base and tax rates, but also 
proposals to liberalize the retirement test, to reduce the retirement age and to 
provide hospital, medical, nursing home, and dental care to OASI eligibles. 
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Detailed objections to the last-mentioned type of proposals were very able covered 
by E. J. Faulkner in the statement that he presented to your committee on June 24 
on behalf of the Health Insurance Association of America. We feel that we 
can add little of value to what Mr. Faulkner has already told you and simply 
want to concur fully in his statement. 


Il, BENEFIT INCREASES NOT NEEDED 


There might be justification for increasing social security taxes to the extent 
necessary to finance the payment of larger benefits to present beneficiaries if a 
convincing case could be made to show that larger benefits are needed. In our 
opinion, however, no such need exists. Indeed, keeping in mind always that the 
sole purpose of the OASI program is simply to provide the beneficiaries thereof 
with a basic floor of economic protection against want, we submit that there 
is much evidence to indicate that the program is already accomplishing its 
intended purpose in an extremely adequate manner. 

In this connection, I call to your attention the chart that immediately follows. 


Social Security 
Increases in Maximum Monthly Family Benefits 
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AS you will see, it shows that between 1940, the year in which OASI benefits 
were first paid, and the first of this year, the cost of living increased to 205 
percent of the 1940 level. Maximum family benefits payable under the OASI 
program increased to 235 percent of the 1940 level during the same period. It is 
thus clear that, contrary to the argument advanced by the proponents of OASI 
expansion, past liberalizations of the program have more than kept pace with 
advances in the cost of living. To stress this theme still further, the chart also 
shows that under H. R. 9467, which would increase maximum family benefits 
from $200 monthly to $305, such benefits would be 358 percent of their 1940 level. 

I would also like to add that while the chart does not show it, the disparity 
between increases in retirement benefits and increaes in the cost of living is even 
greater. Since 1940, maximum benefits for single retired workers and for retired 
workers and their wives have increased to 263 percent of their 1940 level as 
against the smaller increase in the cost of living already indicated. Under 
H. R. 9467, the same benefits would be 368 percent of their 1940 level. 

Dramatic evidence of the present adequacy of the OASI program was furnished 
by an article entitled, “We Live on Our Social Security,” which appeared in the 
February 2, 1958, issue of the American Weekly, a copy of which is attached to 
this statement. Briefly, the article tells the story of how a Mr. and Mrs. Henry 
Brandt are living, not simply a bare, hand-to-mouth existence in retirement, 
but a full and completely satisfying life, on their combined monthly OASI check 
of $162.80 “plus about $20 a month.” To quote Mr. Brandt’s own words, this 
amount covers all of their needs, including “gas for the station wagon.” 

Naturally, when we read Mr. Brandt’s story, we were curious as to whether 
his case was unique or whether we could find any evidence that retired people 
generally might be faring equally well. With this in mind, we gathered data 
on the minimum budget requirements of retired people in various localities 
picked at random. The results of this survey, showing the monthly budget 
requirements of both elderly single individuals and elderly couples (rounded 
off to the nearest dollar), are set forth below. In each case, the budgeted amount 
covers at least such essentials as food, clothing, shelter and incidental needs. 





Locality Single Husband 
person and wife 
1, Knox County, Tenn. (including Knoxville) ...._.......-..--- Sie $70 $95 
(Source: "De partment of Public W elfare, Knox County, Tenn. ) 
De ee Tee I sient iss nick 4 deeds oer nine in alll be len ee eee 1144 1 204 


(Source: Annual Price Survey Based on a Family Budget Standard, 
October 1957, published by Community Council of Greater New 


York, Inc.) 
Be I aa open ee geben 04.6 sitnei ne ic aabiineniesiinnt aaa aatideiedadneanliat: 103 147 
(Source: Florida Department of Public Welfare.) 
OE, GR ii ok. hohe cd ewck des deniercarcdisavethabbiadl 130 189 
(Source: Family Service of Cincinnati and Hamilton County, Cin- 
cinnati, Ohio.) 
5 aks bs scan Od o<ncensseebamniih bakin cimibetadeie ani 88 134 
(Source: New Jersey Department of Institutions and Agencies.) 
6. Gali Oummte: FF Oe i isc. i lS ea il ds cd eeelinks 90 170 
(Source: Guilford County Welfare Department. ) 
7. San Francisco-Oakland, Calif., Bay area..-__--..........-....--..--..-... 2 101-123 2 139-161 
(Source: Cs slifornin Department of Welfare.) 
8. Westchester Connty Wy dines Shh ade Da ede. 2 98 131 
(Source: W counted County Department of Family and Child 
Welfare. ) 
O Mere 6 io wien biiniidncnndsvincen toiels<<deesteedemani se etutaeadesnatabs 82 115 


(Source: Maryland State Department of Public Welfare.) 


1 There is reason to believe that the figures listed for New York City are somewhat liberal estimates. 
For example, they are certainly considerably in excess of those used by the city’s department of public 
welfare. The latter figures basic monthly allowances as follows: $111 for single person over 65 living in 
furnished room and taking meals in restaurant; $76 for single person living in unfurnished apartment and 
eating meals at heme; and $118 for husband and wife over 65 living in unfurnished apartment. 

2 The figures for the San Francisco-Oakland Bay area are expressed as ranges inasmuch as estimated 
requirements for housing and utilities vary from county to county in this particular area. 


We believe that the above figures strongly indicate the general validity of 
Mr. Brandt’s thesis that retired senior citizens drawing maximum benefits can 
indeed live on their social security. Of course, many retired people may find it 
necessary, or at least desirable, to supplement their benefits from other sources, 
particularly if they choose to live in areas where living costs are relatively high. 
However, they can do this through part-time employment or through the medium 
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of private pension, insurance or savings programs, or both. Indeed, this is 
exactly what the OASI program very properly expects them to do. If such 
sources of outside income are not available or are inadequate in individual cases, 
any necessary additional income should be provided through public assistance 
programs on a needs basis. 

It may be objected that it is misleading to relate the above figures to maximum 
OASI benefits, rather than to the average benefits now being paid. For men who 
came on the benefit rolls prior to the 1954 amendments the average benefit is 
now approximately $66 per month and for those who came on the rolls in the last 
6 months of 1957, approximately $78. Thus the closer the program approaches 
maturity, the closer the average monthly benefit paid will approach the maximum 
benefit. In the meantime, if anything is to be done by the Government to solve 
the relatively short-range problem of people receiving substantially less than 
maximum benefits, we again recommend that it be done through public assistance. 
This is in line with the long-established principle of the social security program. 

In concluding this statement, I want to refer briefly to a very pertinent passage 
that appeared in the May 1958 issue of the First National City Bank of New York’s 
monthly letter. This publication, commenting on the large number of social 
security bills before Congress, had the following to say: 

“The flood of proposed changes comes at a time when the present system is 
showing visible signs of financial strain. Social security tax collections are 
running well below the amount of benefit payments, and the program is expected 
to show a defict this year—something that wasn’t supposed to happen for many 
years. 

“In the light of these developments, and with the full impact of liberalizations 
over the past few years not yet evident, it is only commonsense to weigh carefully 
all proposals that would widen the scope of the system even further. The Ad- 
visory Council on Social Security Financing, created by Congress in 1956 and 
made up of experts from industry, labor, and education, is due to report on the 
financial soundness of the present program by next January 1. It would seem 
worthwhile to get the results of their study before passing new laws.” 

As I have made clear, we oppose any further liberalizations because such 
liberalizations are not justified. However, if your committee does not concur 
in this viewpoint, we agree with the First National City Bank of New York that 
you should at least await the report of the Advisory Council on Social Security 
Financing before taking any action to amend the existing law. 


{Article appearing in the February 2, 1958, issue of the American Weekly] 
WE Live on OvR SocraL SECURITY 


(By Henry Brandt, as told to Eric Mick Nathanson) 


There’s a mountain of snow back in Lewistown, Mont., that I won’t be 
shoveling this winter. Thanks to our combined monthly social security check of 
$162.80, my wife, Margie, and I have put more than 1,000 miles between us and 
the rigors of a winter that we don’t want to fight any longer. 

We haven’t run off to any exclusive paradise for the idle rich—we’re not 
wealthy; nor have we cut out of our lives the comforts and pleasures that the 
money-producing years of my life accustomed us to. 

Though our actual cash income in retirement is about $290 a month, we 
don’t have to spend nearly that much to cover all necessities, some luxuries, and 
much recreation. Our social security check—plus about $20 a month—can cover 
everything we need, and very nicely. 

We live in our own two-bedroom home, in the dry, warm climate near 
Phoenix, Ariz. At 66, I am leading a life that is fuller, happier, and healthier 
than anything I had imagined possible for a senior, retired citizen with a 
modest income and savings from more than 40 years of barbering. 

Our life today would not have been possible if we had not earned our right 
to share in the retirement benefits of the Federal Government’s old-age insurance 
program. 

My modern, comfortable house, with lawns front and back, and flowerbeds that 
are bright and colorful all year round, is in Youngtown, Ariz., 16 miles north- 
west of Phoenix—a unique 600-home community exclusively for people over 
50, particularly those retired on a small income. 
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Three years ago, Youngtown was just an irrigated cottonfleld and a dream 
of “Big Ben” Schleifer, the local real-estate man who conceived and developed it, 

Margie and I read an article about Youngtown in a Montana newspaper, in 
December 1955. I was looking forward to retirement then and we had begun 
making plans for it. When we set out for Arizona on vacation a month later, 
I expected Youngtown to be a new housing district started out in the desert. 

What we found was a community set amidst beautiful brown and green 
countryside and lush, irrigated farmland, with high mountains on all sides in 
the distance. There was plenty of water underground. For $4 a month, 
Youngtown homeowners could use all the water they wanted from the com- 
munity’s own deep-well water system. 

The price of the houses then was $6,500 or $6,650, depending on the type of 
roof. Since then, the prices have gone up about $1,000 because of the rising 
costs of materials and labor. 

We fell in love with the place and wanted to buy immediately but I still had 
another year to go until retirement. In order to qualify for an FHA mortgage 
loan on a house in Youngtown, I needed a retirement income of at least $250 
a month. 

Why this is so, I don’t know, since it doesn’t take nearly that much money 
for us to live well, mortgage and all. However, it is in the law governing 
this type of house financing—probably as a safety margin—and until I started 
getting my monthly social security check, I’d have to put in another winter 
of shoveling snow and barbering. 

I think we made up our minds on that first visit that when I retired we’d 
move to Youngtown. We even told some friends, Mr. and Mrs. Lauren Grove, 
about Youngtown and they promptly bought a retirement house there. 

A year later, when I became eligible for social security, Lauren notified me 
that a fully furnished house across the street from him was available. We 
moved fast this time. I sold my home and barber shop in Lewistown. With my 
social security check and returns on property and small investments, I figured 
that my retirement income would be about $290 a month. 

For $2,150 a bought the equity and furniture of Lauren’s neighbor, and 
arranged a mortgage that costs me $54.80 a month, well within the means of my 
retirement income. Within a month, my address was Youngstown, Ariz. 

We left behind in Lewistown my son, who runs a motel; daughter-in-law, and 
three grandchildren, and a lot of good friends and fond memories. But we have 
made enough new friends to offset the loss of the old ones. Since all of us 
in Youngtown are about the same age, with the same interest in getting the most 
out of our retirement years, there are none of the tensions and preoccupations 
of the competitive business world. We don’t get up any special time, we don’t 
do anything we don’t want to do and we enjoy what we choose to do. 

Years ago, I did a lot of fishing and played bridge occasionally, but did 
little else in the way of recreation. Now we play more bridge than we have 
in years. There are dances, community sings, bingo games, and potluck 
dinners. 

I’m a member of the American Legion post, which is very active. My wife is 
a member of the garden club, and ladies groups of the Community Church that 
we belong to. 

If we want to, we drive to Phoenix to a movie or a ballgame or the dog races. 
There’s a large supermarket right in Youngtown which will soon grow into a 
shopping center. 

Most important though, what our monthly social security check has given us 
in Youngtown is companionship. The coffeepot is always on and when we 
play bridge we mix up a batch of “hi-fi's.” No, not the records—the drink: 
half sweet wine, half ginger ale. It’s very good, especially out in the patio in 
warm weather. 

Which brings up the one drawback in Youngtown’s open house mood. It 
takes longer to build things. Neighbors come over to help and bring tools— 
then the work session turns into a bull session and we’re back on the hi-fi’s. 

Pretty soon, I’ll start painting our house. I’m sure there’s somebody in Young- 
town who knows more about paints and how to swing a brush than I do and 
he’ll soon be over to help me. 

For us, the move to Youngtown has proven wise. We get along very nicely 
on $125 a month, over and above my mortgage payment, and that includes food, 
entertainment, and gas for the station wagon. 
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If I feel like working, I heve an arrangement with the barbers in nearby 
Peoria where I can relieve one of them once in a while. The new shopping 
center will have a barber shop and I'll be able to work there a few hours a day— 
if I want to. 

Not everybody in Youngtown is retired. Some still work full time and some 
part time. But you have to be over 50 to buy a home here. We don’t miss having 
young people around, maybe because nobody here behaves very old. 

One of my daughters who visited recently and saw how happy we were said: 
“You must have been meant to come here, if you can pick up and resettle so 
easily.” 

oo it was easy; but, if not for my social security, it might have been another 
story. 

Mr. Keocu. Is the chart included in that ? 

The Cuarrman. Yes. The chart will be included in that also. 

The Cuarrman. Any questions of Mr. Wood? 

(No response. ) 

The Cuarrman. Mr. Wood, let me ask just a few questions about 
your case with Mr. Brandt. 

I, too, had read the article to which you refer. A man and his 
wife are drawing $162.80 as I recall. That represents the maximum 
benefit, I presume, for a man and his wife, does it not? 

Mr. Woop. Isn’t it possible to be $168.75. 

Well, $162.80 I guess. 

The CuarrMan. Well, this man draws the maximum that can be 
drawn under social security, and his wife draws one-half of that 
amount, making a total of $162.80. Let me ask you whether it is fair 
to take the maximum situation permitted and then evaluate to deter- 
mine whether or not the program itself is serving the needs that you 
say if not being served would justify some increase in benefits. ; 

Mr. Woop. If I understand the question, our position is simply this. 
That as the program matures and mellows, let us say, more and more 
people—in fact the vast majority—will be drawing the maximum. 

The Carman. The maximum? 

Mr. Woop. Yes. 

The Cuarman. Well it has got to mellow and mature a whole lot 
more than it has over the history of it. The average payment now for 
those people who retired before 1954, as I recall, is around $65. And, 
or rather $66. And for those people who will retire after 1954 it is $78. 

Mr. Woop. That is per individual, not couple. 

The Cuarrman. That is for a single person. 

Mr. Woop. Yes. Compared to $108. 

The Cuarrman. If you take the average and compare it with the 
chart that you have on page 7, representing the amounts necessary for 
such essentials as food, clothing, shelter, and incidental needs, just 
look at the single person ; the average for the person who retired before 
1954 does not seem to be equal to those costs any place. It is almost 
equal to the cost of Knox County, Tenn. 

If we take the average paid to those who have retired since 1954, it 
is decidedly under every one of these places except, again, Knox 
County, Tenn. 

Now, can you say that we can judge the adequacy of a program by 
merely looking at the maximum payments? Don’t we have to look 
at the average? Don’t we also have to look at the minimums? Cer- 
tainly there are many, many people that draw the minimum—the $30 
payment. I don’t believe that you and your organization would con- 
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tend that those are adequate to take care of the minimum needs or to 
protect, as you say, social security should protect. 

It is about a floor that we are talking about with respect to protec- 
tion. I think it would be more helpful if your organization would 
work out your statistics in reaching your conclusion, as to the adequacy 
of the program on the basis of either the average permenes or mini- 
mum payments and compare those with the essential expenditures that 
one must incur in various areas and not take just the maximum figure, 
because I question if very many of our social security recipients are 
drawing this maximum. 

In general, in order to draw the maximum, one will have to have 
paid during his work period on $4,200 of earnings. Of course, I 
realize the “drop out” and “new start” provisions do modify this 
although we started out, as I recall, at $3,000 and went to $3,600, and 
then to $4,200. Only the individual who was under covered employ- 
ment and retired after the wage base was raised to $4,200 could draw 
this amount. I wouldn’t think there would be very many social secu- 
rity recipients who would be drawing the large amount of $162.80. 
I think it would be fair to look at the average, to look at where the 
bulk of the payments are, if we are to make up our minds on the basis 
of payments and cost of living in various areas to determine whether 
or not the program is adequate. 

I think most every one thus far has contended that payments on the 
whole are not adequate to meet these needs. The question has been 
presented whether or not anything can be done in the way of increas- 
ing benefits without increasing the tax rate; and then, second, whether 
or not we can justify at the present time increasing tax rates in order 
to have increased benefits. 

I can understand your argument against increasing taxes; but I 
don’t understand thay you have reached the right conclusion with 
respect to the adequacy of the benefits to be paid. 

Mr. Woop. May I ask Carlyle Dunaway, our counsel? I think he 
has a point that is pertinent. 

Mr. Dunaway. My name is Carlyle M. Dunaway. I am general 
counsel of the National Association of Life Underwriters. 

On your point, Mr. Mills, this occurs to me at least. It is true, of 
course, that to take the extreme case, a man or a man and his wife 
could not possibly live on the minimum benefits that are paid under 
the program. 

The Cuatrman. Well, can they, according to this information, that 
Mr. Wood has given us, live in these areas on the average benefit ? 

Mr, Dunaway. I was going to that next, sir. It is also very likely 
that in many sections of the country, the average benefit, Jus any 
outside resources that many of these people might have, still might not 
be sufficient. 

The point we are trying to make here, though, is this: Assuming, as 
we believe, that the maximum benefits are now quite adequate, if 
supplemented by a modest amount of outside income, to take care of 
the needs of the elderly, if you were to give across-the-board increases 
in order to help those who are only drawing the average benefit now, 
you would then wind up giving those who are drawing the maximum 
more than they need. 

So that is the main point that we are trying to make here. 
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The Cuarrman. Well, I didn’t quite understand the point. 

Mr. Dunaway. Perhaps, it isn’t made clear enough in the state- 
ment. Do you understand now the point we are trying to make? 

The Cuarrman. I see your point now. You don’t want us to raise 
the maximum amount. 

Mr. Dunaway. That is certainly true. 

The Cuatrman. As I heard the statement read, I thought you were 
opposed to any liberalization. Now, you would recommend, there- 
fore, according to what you are saying that you increase benefits so 
long as you don’t raise the maximum. 

Mr. Dunaway. That is not quite true, sir. What we do suggest is 
that in agreeing with you, for example, that the average benefit right 
now perhaps is insufficient, during the interim period until the pro- 
gram more thoroughly matures, you take care of the excess needs of 
those people drawing average benefits through the medium of public 
assistance. We feel that that is better than to graft onto the DASI 

rogram itself permanent social security benefit increases which will 
be with us forever and which one of these days will be excessive. 

The Cuarrman. Rather than provide for what might be deemed 
adequate payments under social security, which is self-financing, and 
for which we collect from the employer and the employees during the 
work years certain amounts to take care of retirement, do you think 
it is better to take care of the needs over and above the level of the 
payment out of the general funds of the Treasury that are made 
available, at least in theory, by taxation from all of us? 

I wonder if you think it is sound for us to emphasize public assist- 
ance rather than to emphasize adequacy of payments under the social- 
security system ? 

Aren’t we better off in the long run to make this program that is 
self-sustaining, not taken from the general funds of the Treasury, 
adequate, than to supplement a system that may be inadequate out 
of general funds of the Treasury which are taken from all taxpayers ? 

Now, if that is the theory of it, if you are satisfied that we ought 
to do that, why, then we can raise the public-assistance payment so 
that the individual would draw $30 out of social security, and, say, 
if we, in the city of New York, raised the figure that is needed, we 
would make up the difference—of $144—we would make up the dif- 
ference out of the General Treasury through public assistance. 

Now, surely, that is not sound, is it ? 

Mr. Dunaway. I quite agree, sir. Well, first of all I agree—and 
I am sure my association agrees—that the emphasis should be on 
making the social-security program—by that I mean the old-age and 
survivors insurance program—the sound program and the permanent 
program, and to regard the old-age-assistance program as a sort 
of stopgap program, which it was intended to be, I might add. 

It doesn’t seem to have proved out that way, thus far. But we 
do feel that, eventually, as the old-age and survivors insurance pro- 
gram matures, it will, or, at least, should, take over almost entirely 
the objectives that are now partly served by the old-age-assistance 
program. 

The CHatrman. Well, it is true that fewer people are receiving 
old-age-assistance payments because of the broadening coverage under 


OASI. 
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Mr. Dunaway. That is true. 

The Cuarrman. We are being told, during the course of these hear- 
ings, that our present payments are not adequate, and having our 
attention directed to the minimum payments and to the average 
payments. But Mr. Wood has divested? our attention to the maximum 
payments. 

o, what I am trying to ascertain now is whether or not Mr. Wood 
and his organization would agree that, perhaps, his statement that 
there will be no liberalization with respect to benefits is not exactly 
what he meant, but that, if we are to liberalize benefits, we not do 
it with respect to the maximum payment but do it with respect to 
the remainder of the payments. 

Mr. Woop. May I refer you to page 8, Chairman Mills? In the 
last sentence there, we say : 


Thus, the closer the program approaches maturity, the closer the average 
monthly benefit paid will approach the maximum benefit. 

In the meantime, if anything is to be done by the Government to solve the 
relatively short-range problem of people receiving substantially less than maxi- 
mum benefits, we again recommend that it be done through public assistance. 

The Cuatrman. I heard you say that, and I wondered whether 
or not you wanted to rest your case on that. It would appear to be 
unsound policy to come to us and recommend that we enlarge our 
payments to public assistance, which come out of the general funds 
of the Treasury, if anything at all is to be done, rather than to enlarge 
the payments out of the trust fund of the social-security system on an 
actuarially sound basis, since those who receive benefits from that 
trust fund have, also, during their working years, paid into it. The 
funds of the General Treasury are made up of collections in taxes 
for general purposes, paid in by all our citizens. 

Mr. Dunaway. May I say something there, sir ? 

When I said that some of these excess needs should be met on a 
public-assistance basis, I did not necessarily mean that all of this 
money should come from the Federal Government. We certainly do 
not advocate that the Federal Government should always be the big 
brother to everyone. 

It seems to me that the States and the local governments, also, a 
responsibility in this area. It also seems to me that we overlook 
some of the responsibilities of families to their own, although that 
is in the realm of private, rather than public, assistance. 

The main point, though, that we are trying to make is that once 
you add to the old-age and survivors insurance program increased 
yenefits and increased taxes, you have those increases permanently. 
And they grow, year after year. 

The CuarrmMan. We increased OAST benefits in 1954. It is my 
recollection that, since that time, wages have gone up about 8 percent. 
Is that about right? Or is it 12 percent? The cost of living has gone 
up either 8 or 12 percent, I believe. 

Mr. Dunaway. I think the cost of living has gone up around 8 
percent, and wages have gone up around 12 percent. I think those 
are about the figures. 

The Cuarrman. You would not, then, make any adjustments with 
respect to social-security benefits nor the tax base, in spite of those 
increases ¢ 








722 SOCIAL-SECURITY LEGISLATION 


Mr. Dunaway. Commenting on that, sir, if my recollection serves 
me correctly, when the increases in benefits were voted back in 1954, 
it was admitted at the time by, among others, Secretary Hobby, 
that the increases that the administration was recommending were 
somewhat more than enough to offset the increase in the cost of living 
that had come about since the preceding benefit increases. 

The CuHarrman. Probably less than 1 percent. I have forgotten 
the figure, but it seems to me like it was a little less than 1 percent. 

Mr. Dunaway. I think it was somewhat more than that. I do 
not have the figures with me, I am frank to admit. But we think— 
and I believe you were told this by the American Life Convention 
and the Life Insurance Association of America yesterday—that the 
increase in the cost of living since 1954 has been only about enough 
to offset the amount by which the benefit increases voted in 1954 
then exceeded the amount that was justified by increases in the cost 
of living up to that time. 

The Cuatrman. I just want the:record to be correct. I am not 
certain that we are leaving it correct at this point. Now, we said 
that the cost of living since 1954 had risen by 8 percent, I believe? 

Mr. Dunaway. Something like that. 

The Cuatrman. And wages by 12 percent. 

How much did we increase, in 1954, the benefits for social security ¢ 

Mr. Dunaway. Well, here again, talking about the maximum—— 

The Cuarrman. And when did we increase them last, before 1954? 

Mr. Dunaway. 1952. And 1950 before that. 

The Cuatrman. That is right. Small amounts. 

Mr. Dunaway. To answer your question, in 1954 the maximum 
benefits, as I recall, were increased for a single individual from $85 
to $108.50; that is, for those people who retired after 1954. 

The Cuatrman. That is because we increased the wage base for 
tax purposes. 

Mr. Dunaway. Also, you increased the tax schedule somewhat. 

The Cuarrman. I know, but we had to increase the maximum 
benefit from $85 to $108.50, because we were increasing the tax base. 

Mr. Dunaway. For people already on the benefit rolls, I think the 
maximum went from $85 to $98.50. 

The Cuamman. Is your point that, in 1954, when we increased 
benefits, we did not increase benefits at that time to take care of the 
previous rise in cost of living, but to take care of this 8-percent increase 
which has occurred since 1954 ? 

Mr. Dunaway. I think that is correct. I think the chart referred to 
by Mr. Wood in his testimony bears out that statement. 

The Cuarrman. I don’t think your chart does, because I think your 
chart is referring to the situation of the maximum. 

Mr. Dunaway. I am speaking of the maximum; yes, sir. 

The Cnarrman. Yes; but Iam not. I am thinking about the people 
that are not drawing the maximum; whether or not we have taken 
care of their needs with respect to the increased cost of living, and 
whether or not their payments, based upon these figures which you 
have submitted of the essentialities in the cost of living in these 
locations, are sufficient. 

Mr. Dunaway. Could I ask a question, sir? Assuming you want to 
do something for the person drawing the average benefit without 
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doing anything for the person drawing the maximum benefit, wouldn’t 
that pose quite a problem ? 

The CuatrMan. I just wanted to raise the question with you, because 
I thought you were saying to me now that, if we do anything at all, 
let’s not do it with respect to the maximum; do whatever you want 
to with respect to these minimums and averages. Maybe you can 
justify that, but you cannot justify an increase in the maximum. 

I was going to ask you how we could do that. Would you raise 
the base so that you give everybody this maximum, or just how would 
you do it? Thus, if the maximum is satisfactory, are you suggesting 
that we provide the maximum for everybody? Just how would we 
attain this desired result that you suggest here ? 

Mr. Dunaway. Again, I go back to how we have suggested that that 
be done. Again, I say we think that the problem you are dealing with 
is, relatively speaking, a short-range problem. We think, therefore, 
that, until such time as the average retiree is drawing something ap- 
proximating the maximum benefit under the old-age and survivors 
insurance program, you should take care of that man, or he should be 
taken care of, by some form of public assistance on a “needs” basis. 

The Cuarrman. I cannot agree with you at all that the proper 
approach is to dip further into the Federal Treasury to make up for 
what we admit are inadequacies in this system. 

Mr. Dunaway. When you speak of the Federal Treasury, sir, I 
think the difference between dipping into the Federal Treasury and 
dipping into the OASI system is getting to be a question that is more 
academic than it used to be. 

The CHatrMan. Some wittnesses have been before us who have made 
that suggestion to us in the past, but I am surprised to hear it from 
you witnesses representing the National Association of Underwriters. 

Mr. Dunaway. I mean it in this way: I say that only because prac- 
tically everybody is covered under the OASI program nowadays. At 
least 9 out of 10 people are covered. So, the people who are paying 
OASI taxes are, by and large, the same people who are paying Federal 
income taxes. 

The Cuarrman. If that is the case, then, are you making the argu- 
ment that we just increase benefits and not increase the tax, and make 
up the difference out of the Treasury? Wouldn’t that be the same 
thing as your suggestion that we leave these benefits the same and 
dip into the Treasury through public assistance? Is that what you 
want us todo? 

Mr. Dunaway. Definitely not. 

The Crarrman. I am afraid there are a number of people who will 
agree with you. 

Mr. Dunaway. I would like the record to show clearly that we are 
not advocating that approach. 

The CuarrMan. That is what it amounts to, if we take care of this 
social-security problem through public assistance. If we followed 
such an approach, we might as well do it directly by taking from the 
Treasury the amounts that are needed to make the social-security fund 
sound from time to time, and increase benefits as we see fit. 

Mr. Dunaway. We think that would be a horrible result. 

The Cratrman. Well, I have always thought it would be, but I 
thought that what you were suggesting was just about as horrible. 
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Mr. Dunaway. No, sir. I am just suggesting that this is a short- 
range problem that should be taken care of that way—that is, by 
appropriations from general tax revenues. 

The Cuarrman. I do not think it is a short-range problem to the 
extent that you do, unless we have a different impression of short range. 

Mr. Dunaway. I will put it this way: It will, perhaps, not be a 
short-range problem if every 2 years or so you increase the maximum 
benefits, because you will always, then, have a bunch of people who 
are not getting the maximum benefits, those who came on the bene- 
ficiary rolls before the amendments went into effect. 

This is all the more reason why we think Congress should stand pat 
until such time, at least, as the Advisory Council on Social Security 
Fnancing comes in with its report. Perhaps we can make some sense 
out of the program and get a sense of direction as to where we are 
going and where we want to go in the furture. 

The Cuarrman. I do not have any idea what they are going to 
recommend. However 

Mr. Dunaway. Neither do I. 

The Cuarrman. I would doubt seriously that they will recommend 
a program of dipping into the public-assistance system to make up 
the deficiencies that are existing in the social-security system. 

I cannot believe that any real experts on these problems would 
recommend such an approach. I would assume they would want us to 
place emphasis on soul botirenite: 

Mr. Mason. 

Mr. Mason. Mr. Chairman, it seems to me the testimony that has 
been given here by both of these gentlemen—and I agree, in the main, 
with what you have said—places us, you might say, between the devil 
and the deep blue sea or on the two horns of a dilemma. 

Either we increase the social-security tax and the base to keep the 
social-security funds sound if we are going to increase these benefits, or, 
if we let that stand as it is—at least until this committee makes its 
recommendations—then we have just got to dip into the old-age assist- 
ance to help out the fellows that are not getting enough. Now, it is 
one or the other. 

We do not want to increase the tax at the present time. This is no 
time to increase taxes. It is time to cut taxes. But it is either that 
or this. And we do not want to do either. Because I don’t believe 
we should dip into the General Treasury, either. 

If it is just a temporary thing, why, O. K.; but if it is going to be 
“the” thing—and it would be if we kept on increasing the maximum— 
it would continue to be the same thing. And, so, we are on the two 
horns of a dilemma. 

That is all. 

The Carman. Any further questions? 

(No response. ) 

Mr. Woop. May I make one further observation ? 

The Cuamman. Yes. 

Mr. Woop. I am not sure we have made it clear why we think this 
is a temporary condition. Included today in the group drawing the 
average benefit is that person who was too old when the social security 
system started, or who was so old that he had a very modest income 
on which to build up wage credits. 
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Now, as the plan matures and mellows, there will be more and more 
prone who will have paid taxes for a longer period on a higher wage 
ase to get the maximum, and that is why the average keeps going u 
every year, and, the older the system is, the closer the average will 

come to the maximum. 

This is why we say this average benefit which is substantially below 
the maximum, is a temporary condition, and that is, also, why the 
original act contemplated that people who had little or no OASI 
coverage should go and get their coverage under public assistance. 

The Cuarrman. I hope you are right in your observation that the 
average will rise without any actual 

Mr. Woop. I think the record shows that. We quoted Secretary 
Folsom on that. 

The CuarMan. I am sure it has been a factor in raising the average 
in the past. But another factor that has been involved in raising the 
average has been the increases in payments made under the program 
by various amendments which we enacted from time to time, as you 
quite well know. 

Maybe it does improve without doing anything to it at the time. 
TI am not certain. But we do have the scabies immediately before 
us of the payments being inadequate at certain levels at the present 
time, and what to do about that. And I am raising the question 
whether or not it is better to do that through public assistance out 
of the Federal Treasury from funds that are not in the Federal Treas- 
ury, but that we are going to borrow from the future generation, or 
whether we do it through the social-security system, and maintain the 
solvency of the system in the process of doing it. 

I would much rather have us pay more of the burdens of our own 
activities and the services of Government as we live than to continue 
to pass on those burdens to the future generations. I think you would 
too. However, if we take it out of public assistance in the next fiscal 
year, all we are going to do is end up with a public debt for somebody 
else to pay. Do you realize that? 

Mr. Woop. Yes. 

The Cuatrman, Mr. Baker. 

Mr. Baker. I was a member of the Social Security Subcommittee 
in 1953-54, known as the Curtiss committee. We conducted extensive 
hearings. Practically all the industry representatives took the position 
then that the ultimate proper goal of social security should be to 
completely eliminate the public-assistance program. 

If my recollection serves me right, practically all of the industry 
representatives envisioned that as an eventual result. And I believe 
your people testified that—there has been no change in that ultimate 
plan, has there? 

Mr. Woop. No, sir. 

Mr. Baker. We almost have universal coverage now. And that is 
still the goal that you people have. You people still think that is a 
good thing? 

Mr. Woop. Yes. 

Mr. Baxer. I am very much interested in this $70 for a single — 
and $95 for a husband and wife. Whom did you get those figures 
from? Did you get them out of the welfare departments, or what? 
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Mr. Dunaway. I suppose I could answer that better than Mr. Wood, 
Mr. Baker. When we said in the statement that we picked these locali- 
ties at random, we did simply that. We have a social security com- 
mittee, the members of which live in various parts of the country. So, 
we just sent out a blanket inquiry to the members of our committee, 
feeling we were getting a sort of random Sauipe by doing that. 

Mr. Baxer. I mean whom did you send it to? 

Mr. Dunaway. One of our members who lives in Knoxville went 
to—— 

Mr. Baker. You say there the Department of Public Welfare of 
Knoxville County. 

Mr. Dunaway. That is right. We got the figures from them, from 
that department. 

Mr. Baxer. That included all these people on old-age assistance ? 

Mr. Dunaway. I assume that it does, sir. 

Mr. Baker. It looks like that is about what they have taken. Com- 
pare that with Guilford County of North Carolina, which is not a 
metropolitan area—Knoxville is a city; it is no longer a small town— 
and in Guilford County, N. C., it is $90 for a single person compared 
with $70 for a single person in Knoxville, and $170 for a husband and 
wife in Guilford County, N. C., compared with $95 for a husband and 
wife in Knoxville. 

That disparity is just beyond my comprehension. 

Mr. Dunaway. I, for one, cannot explain the disparity. All I know 
is that those were the figures that we received from those sources. 
Now, if there is any argument, it seems to me it would be between 
Guilford County and Knoxville. 

Mr. Baxer. Is it based on what a person can live on by shopping 
around, or what they do live on ? 

Mr. Dunaway. As I understood the replies to our questionnaires, 
the figures represent what these various departments estimate to be 
the minimum amounts that these elderly people could live on. 

Mr. Baxer. Could live on? 

Mr. Dunaway. That is my understanding of it, sir. 

Mr. Baxer. You must have just gotten that by finding out the cost 
of food and clothing, and soon. I don’t know how else they could do it. 

Mr. Dunaway. Excuse me, sir. May I say this: In submitting these 
figures to you, we are certainly not saying that they are the final word. 
To us, if I may say this, they at least suggest an approach that this 
committee or some committee could very well explore in measuring 
the adequacy of present OASI benefits. 

In other words, what I have in mind is, if you think—if any of you 
think—that these figures are not quite accurate or don’t reflect the 
right factors, they at least suggest a line of investigation that, I think 
you could very profitably pursue. 

Mr. Baxer. In the State of Florida, they get $103, compared to $70 
in Knoxville for a single person; $147 for a husband and wife, com- 
pared to $95. 

I would think that is an even greater disparity, if there is such, than 
comparing it to rural North Carolina. That is all I want to say. 

The Cuarrman. We have a record vote on the floor of the House. 
We have to suspend, I assume, for about 20 minutes. 

Mr. Wood, we thank you both for bringing to us the views of the 
National Association of Life Insurance Underwriters. 
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We will suspend for about 20 minutes. 

(Recess. ) 

The Cuarrman. The committee will please come to order. 

Our next witness is Mr. L. L. Gourley, legal counsel to American 
Osteopathic Association. ; 

Will you please identify yourself for the record by giving us your 
name, address, and the capacity in which you appear 


STATEMENT OF LAWRENCE L. GOURLEY, THE AMERICAN 
OSTEOPATHIC ASSOCIATION 


Mr. Gourtey. My name is Lawrence L. Gourley, Mr. Chairman and 
members of the committee. I am an attorney at law, practicing in 
Washington, D. C., and appear here as legal counsel for the American 
Osteopathic Association. 

The association has a membership of some 10,000 of the 13,000 
physicians legally licensed and yee in all the States who are 
graduates of approved colleges of osteopathy and surgery. There are 
no unapproved colleges. An approved college requires a minimum of 
3 years’ preprofessional college work for entrance and 4 years of pro- 
fessional college work for graduation. Graduates intern for 1 or more 
years in hospitals approved for intern training by the association, and 
many take residency training for 2 or more years in hospitals approved 
for residency training by the association. 

There are 393 hospitals staffed by physicians and surgeons of the 
osteopathic school of medicine. Ninety-five of these hospitals are ap- 
proved for intern-training. Forty-six are approved for residency 
training in one or more of 12 fields recognized by approved specialty 
examining boards. American Osteopathic Board of Anesthesiology, 
American Osteopathic Board of Dermatology, American Osteo athic 
Board of Internal Medicine, American Osteopathic Board of Neu- 
rology and Psychiatry, American Osteopathic Board of Obstetrics and 
Gynecology, American Osteopathic Board of Ophthalmology, Ameri- 
can Osteopathic Board of Pathology, American Osteopathic Board of 
Pediatrics, American Osteopathic Board of Physical Medicine and Re- 
habilitation, American Osteopathic Board of Proctology, American 
Osteopathic Board of Radiology, American Osteopathic Board of 
Surgery. 

Weare very much appreciative of this opportunity of discussing pro- 
posals affecting the social security program. Our comments will be 
directed in brief to section 106 of the Forand bill, H. R. 9467, which 
adds a new section 226 to title II of the Social Security Act to include 
hospitalization and surgical services as entitlements of OASI bene- 
ficiaries. 

The proposed new section 226 provides that there shall be paid from 
the Federal old-age and survivors insurance trust fund the cost of 
hospital or nursing home services furnished to OASI beneficiaries by 
licensed hospitals or nursing homes, provided the hospital or nursin 
home obtains written certification by the referral physician that ak 
care was medically necessary and from the attending physician that the 
period of such services was medically necessary. 

Any hospital or nursing home licensed under State law is eligible 
to enter into an agreement with the Secretary of Health, Education, 
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and Welfare for participation in the program, and the patient may 
choose any such hospital or nursing home. 

The proposed section 226 also provides that there shall be paid 
from the OASI trust fund the cost of surgical services provided in 
a hospital, or in the case of an emergency and for minor surgery, pro- 
vided in the outpatient department of a hospital or in a doctor’s 
office. With respect to surgical services, section 226 (c) (2) provides 
that the patient may— 
freely select the surgeon of his choice, provided that the surgeon is certified by 
the American Board of Surgery or is a member of the American College of 
Surgeons except that such certification shall not be required in cases of emer- 
gency where the life of the patient would be endangered by any delay, or in 
such other cases where such certification is not practicable, and except that, 
in case of oral surgery, such individual may select a duly licensed dentist. 
Section 226 (d) (7) provides that the Secretary shall enter into agree- 
ments with qualified surgeons as defined in paragraph (2) of subsec- 
tion (c), that is, surgeons either certified by the American Board of 
Surgery or members of the American College of Surgeons. 

Section 226 (c) (3) provides that the Secretary will deal with other 
surgeons under special regulations which he will prescribe. 

If a surgeon member of the American College of Osteopathic Sur- 
geons or certified by the American Osteopathic Board of Surgery and 
a surgeon member of the American College of Surgeons or certified 
by the American Board of Surgery were equally available, the above 
section 226 (c) (2) would disqualify the surgeon with osteopathic 
specialty certification or membership. 

Such disqualification overlooks the fact that educational programs 
leading toward certification by American Osteopathic Boards of 
Speciality Certification, including the American Osteopathic Board 
ot Eccaeey, require a 12 months’ internship, followed by a minimum 
of 3 years’ specialty training followed by 2 years’ specialty practice. 

Thirty-eight hospitals are approved for resident-training in surgery 
by the America Osteopathic Association. 

There are 229 surgeons currently certified by the American Osteo- 
pathic Board of Surgery in one of the following surgical specialties: 
neurosurgery, obstetrical-gynecological surgery, orthopedic surgery, 
peripheral vascular surgery, plastic surgery, surgery, urological 
surgery. 

The disqualification also leaves out of account that 465 surgeons 
are members of the American College of Osteopathic Surgeons. Mem- 
bership in the college requires, among other qualifications, at least 
1 year internship, and a minimum of 3 years of formal training 
siestingnt to internship. 

An applicant for certification by the American Osteopathic Board 
of Surgery or for membership in the American College of Osteo- 
pathic Surgeons must have assisted in not less than 400 major surgical 
operations and must have performed a minimum of 200 major surgi- 
cal operations upon his own responsibility subsequent to the comple- 
tion of the minimum required period of formal training. About 
100 applications are pending. 

In our opinion, a license to practice surgery in the State where 
the services are performed should be the criterion for contractual par- 
ticipation by a surgeon, and choice by the patient should be limited 
only by availability. 





es Fs ve we ae 


cr 


Pas 8 \ 


SOCIAL-SECURITY LEGISLATION 729 


The Cuarmrman. We thank you, sir, for bringing to us the views 
of the association that you represent. 

Mr. Mason. 

Mr. Mason. I want to simply summarize what you have been try- 
ing to tell us. You say that if an osteopath surgeon is licensed to 
apes surgery in a State, that should qualify him for this particu- 
ar work under this OASI, and not depend entirely upon the Ameri- 
can Board of Surgery or the members of the American College of 
Surgeons or their osteopathic counterparts; is that right ? 

Mr. Gourtey. That is right. 

Mr. Mason. Well, I agree. If a State licenses you to practice sur- 
gery in that State, you have had to pass the examination and meet 
the qualifications required by that State. Therefore, that ought to 
at least qualify you to practice under this bill. And that is your 
point, is it not? 

Mr. Gourtey. Our point is that the State license should qualify 

ou without having to obtain the recognition of any private organ- 
ization whateveg. 

Mr. Mason. I agree with you. 

The Cuamman. Thank you, sir. 

Our next witness is Doctor Abe Rubin. Doctor Rubin, please come 
forward and identify yourself by giving us your name, address and 
the capacity in which you appear. 


STATEMENT OF DR. ABE RUBIN, SECRETARY, AMERICAN 
PODIATRY ASSOCIATION, WASHINGTON, D. C. 


Dr. Rusty. Mr. Chairman, members of the House Ways and Means 
Committee, I am Dr. Abe Rubin, secretary and editor of the Ameri- 
can Podiatry Association. 

Mr. Mason. May I ask what podiatry means ? 

Mr. Ruin. Podiatry is that specialty or that group of people who 
specialize in the care of the human foot, diagnosing and treating by 
medical, surgical, and other means. 

The Cnamman. You are recognized, Dr. Rubin. 

Mr. Grecory. They are very important people. I will testify to 
that. 

Mr. Mason. I thought it was treatment of the feet, but I did not 
know. 

The Cuatrman. You are recognized, sir. 

Dr. Rusty. I should like to present some comments on the proposed 
new section to the Social Security Act concerning “Hospital and Sur- 
gical Insurance.” 

In common with most professional people, we deplore the gradual, 
and sometimes less than gradual, extension of governmental, or other 
agencies, as third parties into the traditional American concept of 
doctor-patient relationship. We believe that all other avenues of 
approach to the solution of the problem, attempted to be solved by 
this new section, should first be exhausted. 

Should this committee recommend to Congress the enactment of this 
legislation, because it so interprets the will of the majority of the 
electorate, minor additions should be made to provide for services per- 
formed, within the limits of the proposed legislation, by podiatrists- 
chiropodists. 
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In 1956, a published paper called to the attention of our Nation’s 
doctors of medicine interested in geriatrics that the Cope report— 
Great Britain—agreed with representatives of the British Orthopedic 
Association that members of our profession should be available in 
both inpatient and outpatient departments in every general hospital, 
and especially in departments treating diabetic, orthopedic, dermatolo- 
gic and rheumatic patients. 

The paper went on to state that there would be an increasing demand 
for podiatry-chiropody services as geriatric work continued to develop. 

It has been shown that our services can reduce the total overall cost 
of medical care in many types of patients, especially in our older 
population. It is also obvious that an individual who has difficulty 
ambulating will be a poor subject for other rehabilitation. 

Members of the podiatry-chiropody profession are licensed and 
practice independently in all of the 48 States and the Territories of 
Hawaii and Metké. 

I should like to add the Commonwealth of Puerto Rico. 

Certainly, those eligible under this new section should be permitted 
by their free choice to the selection of a licensed podiatrist-chiropodist 
when the service performed falls within the limits prescribed by the 
proposed legislation. 

We respectfully suggest that the proposed legislation include the 
following: 

1. By addition to page 22, line 8 “and except that, in the case of a 
foot condition, such individual may select a duly licensed podiatrist- 
chiropodist.” 

2. By inclusion on page 26, line 5 after the word “dentists” the term 
“podiatrist-chiropodist.” 

An alternative to the above inclusions would be to have the legisla- 
tion stipulate that the definition of physicians for the purpose of this 
act shall be the same as the one now provided in the Harrison Uniform 
Narcotic Acts of the various States, under which members of our pro- 
fession are registered to prescribe and dispense narcotics for their 
patients. 

It is our belief that the above statement justifies our petitioning you 
to modify H. R. 9467—or similar bills—to provide for a patient’s elec- 
tion of a podiatrist-chiropodist to perform service provided by the 
proposed legislation which the foot doctor is legally qualified to do. 

We believe that this is in the best interests of the senior citizens, his 
general and foot health, and that it has economic bearing on this pro- 
gram, and socio-psychologic implications for the patient. 

It would please me to be of service to you by attempting to answer 
any question you might raise. If I cannot answer your question, I will 
make a note of it and endeavor to provide a satisfactory reply by letter 
to your committee. 

I thank you for your kind consideration. 

Mr. Foranp (presiding). Dr. Rubin, without objection, the material 
you have appended to your statement will be included at this point in 
the record. 

Dr. Rust. Yes, sir, I should like to have it included. 

Mr. Foranp. Without objection, it will be included. 
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(Information referred to follows :) 


[Reprinted from Hospital Management] 
THE ROLE OF CHIROPODY IN HOSPITAL SERVICES 
By Isadore P. Forman,’ D. S8. C. 


Chiropody is playing an essential part in hospital services. In numerous 
cases, chiropody contributes much to the prevention of certain complications 
arising from various systemic diseases, as well as the palliative and corrective 
management of local foot complaints. Hospitals are including chiropody 
among their armamentaria for patient care. The relationship between phy- 
sician, chiropodist, hospital and patient has been harmonious. Indeed, chiropody 
plays an important role in every health service. All hospitals should provide an 
adequate chiropody service. 

THIRTY YEARS OLD 


Dr. Elliott P. Joslin, of Harvard, established the first hospital chiropody clinic 
in 1927 at the New England Deaconess in Boston. This was followed shortly 
by Dr. William J. Mayo, at the Mayo Clinic in Rochester, Minn. Today, there 
are about 1,000 private and county hospitals across the country, as well as 
private institutions, with staff-affiliated chiropodists.. Many physicians have 
found chiropodists are useful in both hospital and general practice. Says Dr. 
E. Joslin,? “I think the work done by chiropodists, particularly for diabetic 
patients in hospitals is invaluable * * * I heartily favor the association of 
chiropodists with doctors and surgeons in the hospitals of the country”. Said 
Horace Gray, M. D.,* of Los Angeles, Calif., “As a result of chiropodical vigilance 
* * * at the Cedars of Lebanon Hospital in Los Angeles * * * the incidence rate 
was wonderfully reduced for hospitalization from diabetic gangrene and from 
amputations to 27 percent of the prior rate.” It is probably true that many more 
physicians and hospitals would consider chiropodists for hospital staff affilia- 
tion if the chiropodist’s training, qualifications, scope and limitations and 
overall status were better known. In addition to the above, sume hospitals 
having staff affiliated chiropodists are Mount Sinai in New York, Georgetown 
University, Philadelphia General, Lankenau, Medical College of Virginia Hos- 
pital and many others. In the New York Belleview Medical Clinic, where Dr. 
Howard A. Rusk is chief of the department of physical medicine and re- 
habilitation, there are more than 30 staff-affiliated chiropodists.‘ 

Generally speaking, chiropody, called podiatry in New York State and Wash- 
ington, D. C., is that field of medical specialty which concerns itself with the 
diagnosis, prevention and treatment of ailments of the foot by local, mechanical, 
physical, surgical and medical means. The scope of chiropody practice is 
defined somewhat differently in each of the 48 States, with most States granting 
the right to perform minor foot surgery and to administer narcotics. In a few 
States, chiropodists are included as participating doctors in Blue Shield and 
Blue Cross plans. In each State a chiropodist must pass a State Board Examina- 
tion before being granted a license to practice. Almost all States have a 
separate chiropody State board of examiners whose members consist of physicians 
and chiropodists or of chiropodists entirely.’ In every State, a chiropodist must 
be a graduate from an accredited school in order to be eligible for examination. 
In addition, several States require a 1-year internship in a foot clinic or a hospital 
prior to a State board examination. In one State a 6-month preceptorship is 
required in addition. 

SIX SCHOOLS 


There are six chiropody schools in the United States accredited by the council 
on education of the National Association of Chiropodists. These are the Cali- 
fornia College of Chiropody, Chicago College of Chiropody, Illinois College of 
Chiropody, Ohio College of Chiropody, New York College of Podiatry and Temple 
University School of Chiropody. Two of these schools are part of a large uni- 
versity and may, in appropriate instances, share faculty with the medical school. 





1Dr. Forman is a surgeon, chiropodist, and foot specialist in Philadelphia, Pa.; Fellow, 
American College of Foot Surgeons; Faculty, Temple University School of Chiropody: 
Chiropodist. Lankenau Hospital, Philadelphia, Pa. 

See bibliography, p. 733. 


28110—58—— 48 








732 SOCIAL-SECURITY LEGISLATION 


Approximately one-third of each faculty of all chiropody schools in the United 
States consists of physicians. Each chiropody school has a large outpatient 
foot clinic with the Illinois College numbering 50,000 patient visits a year. Each 
student receives supervised clinical training to the extent of 548 hours in his 
junior years and 608 hours during his senior year. Their clinical training further 
includes clinical work in approved hospitals under the supervisions of chirop- 
odists and medical doctors. Such is the case with Temple University Hospital, 
University of Pennsylvania Hospital and Philadelphia General Hospital, all of 
which are teaching affiliates of the Temple University School of Chiropody. 

In order for a student to become eligible for entrance into an approved 
chiropody school, he must have satisfactorily completed a minimum of 2 years 
of college training pursuant to a degree in liberal arts. This preprofessional 
training must include biology, inorganic chemistry, and organic chemistry. In 
addition, some States require physics as a chiropody prerequisite. 

The curriculum in each of the accredited chiropody schools consists of 4,400 
hours in classrooms, clinics, and laborateries, and includes anatomy, micro- 
biology, bio-chemistry, physiology, histology, embryology, dermatology, neurology, 
physical therapy, reontgenology, orthopedics, podopediatrics, surgery, materia 
medica, physical diagnosis, internal medicine, and didactic and clinical chiropody. 

In addition to these there is the course in hospital chiropody, given during the 
senior year so that the chiropodist may be better prepared for association with a 
hospital organization. This 32-hour course of lectures and demonstration in- 
cludes such material as hospital administration and protocol, staff structure, 
hospital ethics, admittance and discharge procedures, keeping of records, and 
other related subjects. 

Upon completion of this training, the student is graduated and conferred the 
degree, D. 8S. C., doctor of surgical chiropody. 


NATIONAL ASSOCIATION 


There are at present some 7,000 practicing chiropodists, an overwhelming 
majority of whom hold membership in the official professional organization and 
spokesman, the National Association of Chiropodists. Membership in this as- 
sociation signifies that the chiropodist is 4 graduate of an accredited school and 
that he complies with the strict code of ethical professional practice, since these 
are requirements for membership. 

An affiliated organization of the National Association of Chiropodists is the 
American College of Foot Surgeons. Fellowship in the American College of 
Foot Surgeons indicates that the chiropodist, as a result of postgraduate study, 
experience, and examination has attained proficiency in the field of foot surgery. 
This surgery group parallels the American College of Surgeons in purpose and 
objectives and membership qualifications. Among other things, the fellow 
chiropodist must have been the responsible surgeon in at least 75 foot surgeries 
and prepared a case history fur each supported by preoperative and postopera- 
tive X-ray studies and hospital records. 


HOSPITAL PRIVILEGES 


A hospital staff may vote a chiropodist privileges in his specialty. Each 
hospital staff must evaluate the particular chiropodist who applies for hospital 
privilezes and the board of trustees before giving approval to such election, should 
be sure that the hospital’s bylaws, rules, and regulations spell out all facts and 
privileges. The chiropodist may be a member of the hospital staff being included 
in the bylaws under the staff heading of Allied Medical Specialty Group. The 
chiropodist’s scope of hospital practice is determined by the hospital staff. This 
means that the credentials committee of a hospital should evaluate the chiropodist 
in question and define his privileges to the extent of what he is qualified to per- 
form and is consistent with the State law. The chiropodist is not permitted to 
write the medical history or physical examination, nor check the heart and lungs 
before an anesthetic. 

The chiropody clinic should be properly organized as in the case of other 
departments in the hospital. The chiropodist should be under the jurisdiction of 
the department of surgery and the medical doctor responsible for his activity. 
Wherever there are several chiropodists. one chiropodist should be placed in 
charge of the department. The chiropodist should be selected with same care 
as to character, professional ethics, training, ability, and operative skill as due 
any other applicant for staff affiliation. Appointment of the chiropodist should 
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be made through the governing board of the hospital according to predetermined 
requirements and should follow as closely as possible the same procedure as that 
of the medical staff. 

CHIROPODY DEPARTMENT 


The chiropody department should be a complete and self-contained unit. The 
accommodations should include a waiting room, an operating or treatment room, 
and an appliance laboratory. The number of work areas will depend upon the 
size and need of the hospital, a minimum requirement being a work area of not 
less than 7 by 10 feet and equipment to include such things as chiropody chair, 
stool, cabinet, light, sterilizer, and special pertinent surgical instruments. 

Chiropodists may treat outpatients, inpatients, and hospital personnel. In 
addition to palliative and corrective treatment of the feet, the chiropodist may 
administer treatment in conjunction with care given by other departments such 
as metabolic, physical medicine, orthopedic, dermatology, peripheral-vascular, ar- 
thritic, and others. Mutual consultation and cvoperation between attending 
physician and chiropodist is imperative. 

The chiropodist may participate in the hospital’s educational phases, making 
presentations to patients and staff personnel as the need requires. 

Chiropodists should attend and participate in medical or surgical staff con- 
ferences and the department should hold monthly conferences for review and 
evaluation of clinical activities. Accurate and complete chiropody recorls must 
be maintained and incorporated as part of the whole history of the patient. 

Drs. Mayo and Joslin recognized the potential contribution chiropody could 
make to the patient care in hospitals. The clinics in over 1,000 hospitals and 
institutions throughout the country attest to the foresight of these doctors of 
medicine. The affiliation of chiropodists on hospital staffs has brought about 
better patient care and better relationship and understanding between the 
profession of chiropody and medicine and has confirmed the faith of men who 
realized the importance of the role of the chiropodist in the hospital organization." 

With the increased cost of hospital care, all hospitals should enlist the services 
of chiropodists in order to reduce the cost of expensive and protracted hospital 
ward admissions, demonstrated particularly by the indigent diabetic patient 
with foot lesions. 

Charles Mayo, M. D.,' states, “I am convinced that doctors of medicine, myself 
included, have paid too little attention to the feet in their relationship to the 
condition of a patient, and have made too cursory an examination of the feet, 
considering their importance to people with the beating they take and their 
potentiality as a source of comfort or discomfort. The doctor of medicine should 
be capable of recognizing foot ailments. When care and treatment of such 
conditions are necessary, he should refer the patient to those accredited and 
skilled in the speciality when such consultation is available.” 

In conclusion, the chiropodist is a conscientious and ethical individual, who 
by training and experience is well qualified to associate himself with hospitals 
and medical doctors in the care of the human foot. Today, no hospital may be 
considered complete without the services of a qualified chiropodist. 
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Arterial, arteriolar, capillary 
and venous lesions develop 
prematurely in young dio- 
betics and the morphology 
resembles changes in aged 
nondiabetics. 


Prevention 


1 Treat apparently mild and early diabetes 
aggressively. 

2 Teach patients: 
Good care of feef. 
Proper treatment of corns and callosities. 
How fo improve circulation. 
Proper care of injuries and abrasions. 
Prevention of buras. 

No artificial heat. 

Do not walk on a sore foe. 
Omit tobacco. 

3 Treat patients’ feet: 
Exomine every diabetic's feef at every 
visit 
Treat epidermophytosis vigorously; watch 
‘for recurrence. 


“ Cooperate with chiropodists. 

5 Evaluate, at intervals, blood supply to 
feet and prescribe patient's daily routine 
of exercise and rest accordingly. 

6 Use mechanotherapy, but with discretion. 

J Watch a discharging toe — unhealed 

within 10 days if usually means osfeo- 

myelitis, 





GANGRENE 


Common in untreated diabetes of long duration with obesity, low insu- 
lin requirement, and malignant tendency to artériosclerosis obliterans. 
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DIABETES EXHIBIT 


Reproduced below is one of a series of four panels in a scientific exhibit 
created as a cooperative project of the George F. Baker Clinic and the 


Metropolitan Life Insurance Company 


R COMPLICATIONS 


202 CASES WITH ONSET OF DIABETES 
BETWEEN AGES 15 AND 30 


| 4% | 56% | 60% | 
| 3% | 13% | 10% | 
[2s | 39 _ja7_| 


Surgical Care 


AVOID MAJOR AMPUTATIONS BY EARLY 
HOSPITALIZATION FOR LESIONS OF TOES 


230 CASES WITH TRANSMETATARSAL 








* Based on 3 cases 


AMPUTATIONS 
Average Heoled Higher | 
Duration Success- Ampvtations i 
Age Diabetes fully later 
Period (Years) Wer cont) {Per cont) 
31-40 175 oO — | 
41-50 143 92 8 | 
5160 100 90 10° | 
j 
61-70 W7 80 2 | 
/ 
| 
ee 2) Ww 2 
over { 
| 


Indication for Transmetatarsal Amputqtion 


Gangrene of one or more toes or other 
lesions where the extent of the infection or 
lack of blood supply makes removal of toe 
alone difficult. 


Experience of George F. Baker Clinig 
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[Reprinted from Journal of the National Association of Chiropodists, vol. 47, No. 2, p. 77, 
February 1957] 


Our Pustic RESPONSIBILITY TO HOSPITALS AND PrepAip HEALTH PLANS 


The question is frequently asked of us by our medical friends, Why do we 
wish to become associated with hospital staffs and prepaid health plans such as 
Blue Cross-Blue Shield? And won’t our entry pave the way for “cultists”? 
Even some of our own members wonder if possible accruing advantages would 
be worth the time, effort, and expense. After all, they say, our own surveys 
indicate that surgery is less than 9 percent of our practice, and over half of 
that is done in the office. And why should valuable office time be spent on a 
hospital service or attending staff meetings? 

These questions were actually answered almost 18 years ago. In the Journal 
of the American Medical Association, April 8, 1939, a report of its judicial 
council infers that our profession has much to offer to “medical practice in a 
limited field.” Please note that this is “limited field” and not limited practice. 
It continues, saying, “General opinion seems to be that chiropody fairly well 
satisfies a gap that the (medical) profession has failed to fill.” 

As a conscientious profession dedicated to public service we must continue to 
fill that “gap,” and fill it in the best possible manner. When the 48 State legisla- 
tures and the Congress of the United States enacted statutes establishing legally 
our profession, and when the 48 State governors and the President of the United 
States signed these statutes into law they could never have intended that man’s 
foot would receive less than the best possible medical care. 

But the approximately 7,500 practicing members of our profession cannot 
begin to serve all of this Nation’s foot ills. And the time is not yet visible when 
this will be possible. 

It, so, becomes a public charge upon each of us to become associated with 
hospitals, clinics, and institutions in order that we may acquaint, demonstrate, 
and impart our knowledge and techniques to our colleagues in the medical 
profession. 

In metabolic and peripheral vascular departments we can save limbs and 
prolong a useful life. In physical medicine the locomotor rehabilitation we 
literally put patients on their feet. Geriatric patients can be made ambulant 
and foot pain eliminated or minimized. Pediatric departments have many 
children whose feet we can help to grow strong and some to become useful again. 
In surgery department, aside from limited amounts of surgery, supportive foot 
therapy ambulates patients rapidly and may even reduce postsurgical complica- 
tions. Psychiatric patients, once moving about with pain-free feet, are more 
easily motivated for mental rehabilitation. 

These are a few of the areas where we have knowledge we must share. But 
this educative process is a two-way street. We will be also learning. In the 
office our horizons become narrowed to our field of practice. Our hospital 
and institutional associations will enable us to better understand the many 
systemic complications whose first symptoms we see in the feet. Our decisions 
for referral of office patients will be made easier and oftener and earlier. 

To these medical facets must be appended other facets. The constant rise in 
cost of medical care is attracting much attention. Our special technics minimize 
periods of partial disability, and eliminate or shorten the amount of total dis- 
ability. The patient either remains at work or returns to work earlier. These 
are obvious economic advantages to the patient, insurance carriers, and the 
public. 

Returning to our original question, it now becomes obvious that the answer 
is not necessarily that we want these things but that as individuals and as a 
profession we must do these things. We cannot shirk this duty by not facing it. 
The very significant medical, social, economic, and psychologican concomitants 
of our special knowledges and technics require us to participate to the fullest 
in the total health community. 


Mr. Foranp. Are there any questions of Dr. Rubin? 

Mr. Mason. Only this. 

The CHarmman. Mr. Mason. 

Mr. Mason. I think I heard you say that your profession is licensed 
in all States. 
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Dr. Rusty. Yes, sir, and in the District of Columbia. 

Mr. Mason. That ought to qualify you. 

Dr. Rusty. If the legislation so stipulates. We have known other 
cases of legislation and administrative rulings that provided for a 
definition that made it difficult for us to come under it. 

The Cuarrman. Dr. Rubin, we thank you, sir, for bringing your 
statement tous. Thank you very much. 

Dr. Rusry. Thank you for your consideration. 

The Cuamman. That concludes the call of the calendar for today. 

Without objection, the committee will recess until 10 a. m. 
tomorrow. 

(Thereupon at 3:30 p. m., the committee recessed to reconvene at 
10 a.m., Thursday, June 26, 1958.) 
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THURSDAY, JUNE 26, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEAns, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Hale Boggs presiding. 

Mr. Boces. The committee will please come to order. 

Our chairman, Mr. Mills, is in conference this morning, and I have 
been requested to preside in his absence. 

Our first witness is Mr. Walter A. Culin, in behalf of the Na- 
tional Association of Manufacturers. 

Mr. Culin? 

I wonder whether, for the purposes of the record, you would 
identify yourself and, although we are acquainted with the gentlemen 
with you, suppose you identify them, as well. 

Mr. Cui. I will do that, Mr. Chairman. 


STATEMENT OF WALTER A. CULIN, IN BEHALF OF THE NATIONAL 
ASSOCIATION OF MANUFACTURERS, ACCOMPANIED BY LEONARD 
J. CALHOUN, ATTORNEY, CONSULTANT TO NATIONAL ASSOCIA- 
TION OF MANUFACTURERS ON SOCIAL SECURITY ; AND DONALD J. 
EICK, COMMITTEE EXECUTIVE, EMPLOYEE HEALTH AND BENE- 
FITS COMMITTEE, NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Cutrn. Mr. Chairman and members of the committee, my 
name is Walter A. Culin. I am treasurer of the Standard Oil Com- 
pany of Indiana, with headquarters in Chicago. Our company is a 
member of the National Association of Manufacturers, and I am a 
member and vice chairman of its employee health and _ benefits 
committee. 

I am accompanied today by Mr. Leonard J. Calhoun, attorney, who 
is a consultant to the NAM, and Mr. Donald J. Eick, committee 
executive of the NAM employee health and benefits committee. 

The NAM is a voluntary membership organization of over 21,000 
member companies, representative of every segment of the manu- 
facturing community and every section of the Nation. Our member- 
ship includes companies of every size, from the smallest to the largest 
of enterprises. In fact, 83 percent of the association’s members em- 
ploy fewer than 500 persons and thus come within the generally 
accepted definition of small business. 

As businessmen and citizens, we are concerned with the financing 
and benefits of our public programs which are designed to provide a 
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measure of security to individuals against the economic hazards of 
old age, death, disability, and involuntary unemployment. We are 
likewise concerned with the implications of these programs to the 
well-being of our country. 

As we understand from the notice of these hearings, they are not 
for the purpose of obtaining views on the merits of any specific bill 
or bills among the more than 400 pending before your committee. 
Instead, the notice indicated that the committee intends these hearings 
to afford a basis of reviewing the operations of the several social 
security programs and to receive recommendations for further 
changes. 

We congratulate the committee on this broad approach to the 
numerous and often interrelated factors which must be taken into 
account in making changes in any part of the program. We have 
attempted to frame the views we shall express in a manner consistent 
with this broad purpose. 

We were also highly gratified that the committee’s press release 
stated that— 
the chairman emphasized that, due to the short time available and the advanced 
status of this session, it might not be possible to act on all the proposals on which 
testimony is presented, but that the testimony would be available for sudy and a 
possible basis for action during the next session. 

It is most heartening to our association and, we believe, to all groups 
and individuals concerned, that this committee has thus publicly evi- 
denced its deep sense of trusteeship, its unwillingness to be pressed 
into hasty action in proposed changes which can importantly and 
permanently affect the well-being of every group and individual in 
our country. 

Financial safeguards: I should like to comment briefly on a matter 
basic to the soundness of the OASI system specifically referred to in 
the announcement of the hearings. I refer to the actuarial status 
of the OASI trust fund. Its key importance has been recognized 
since its establishment in 1939 by the first section of title II of the 
Social Security Act. This first section of OASI likewise provides 
safeguards of the financial integrity of the system by requiring its 
trustees to report to Congress annually, both on current operations 
and on the status and prospective status of the trust funds, over the 
ensuing 5 years. 

You further recognized the key importance of sound financial 
principles in 1956 when you established a separate trust fund and 
separate financing for the disability benefits. Most important was 

our recognition of the need for careful study before making changes 
in OASI, when you likewise provided for periodic creation of advisory 
councils on social security financing. Subsequent developments have 
attested to the need for this council, with the duty, to quote from the 
report accompanying the bill— 
to review the status of the old age and survivors’ insurance trust fund in relation 
to its long-term commitments. 

Our association and, we believe, the country as a whole have been 
reassured of the financial integrity of OASI by these several actions in 
creating these financial safe ede, and even more importantly by the 
implied commitment of the Congress to be governed by them. 
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Recent developments have demonstrated the need for periodic re- 
view. Forecasts of future receipts and costs of OASI cannot be exact. 
They must be based in part on assumptions of future payrolls and 
individual elections to retire, which in turn importantly depend on 
future economics and other facts. This has been impressively illus- 
trated by the differences in the short-range estimates of the 1957 and 
1958 reports of the OASI trustees. The latter reflects current eco- 
nomic changes. While the estimates for the fiscal year ending June 
30, 1957, made in the 1957 trustees’ report, estimated that total receipts 
would exceed total disbursements by $366 million, the 1958 report 
recently filed estimates that in the 12 months beginning this July 1, 
the trust fund may increase by $1 million or may decrease by $710 
million, the 1958 report estimates that it will decrease by $1,129 million. 
This new, and probably more realistic report, estimates that even with 
the 1960 tax increase, the trust fund at the end of June 1962 will have 
suffered a net loss, which will range from $1.5 billion to $7.4 billion 
for the 5 years ending June 30, 1962. 

Reference to the divergencies between, and great range in, these 1957 
and 1958 estimates is not in any way to be taken asa criticism. Every- 
one reasonably familiar with the problems involved can but recognize 
that no greater precision can be expected. 

The most thought-provoking figures in the trustees’ reports are 
those showing the progressive increases in benefit payments. Dis- 
bursements for the current fiscal year ending this June, will be greater 
than the total expenditures for the 2 fiscal years ending June 1955. 
But, the expenditures for 1961-62 are estimated to be far greater, 
$2 billion to some $2.9 billion greater. The estimated expenditure is 
from $9.9 billion to $10.7 billion. This exceeds for 1 year the $9.7 
billion spent in the 2 years ending in June 1956. To keep the system 
sound, we shall have to pay some 10 to 11 billion dollars in payroll 
taxes in that 1 year. 

These figures seem to be especially pertinent to the question of acting 
this year on proposals to liberalize benefits. We are deeply apprecia- 
tive of the pressure for immediate action on the basis of increases in 
the cost of living since the 1954 amendments when benefits were last 
liberalized. We all know that inflation has resulted in difficulty for 
many fixed-income groups, including, of course, recipients of private 
pensions and OASI benefits. 

Liberalizing benefits involves fiscal problems, and the equity prob- 
lem of further taxing the young to benefit the old. It also involves 
questions of equity between current beneficiaries themselves. 

The persons who have come on the rolls since the 1954 amendments 
have fared much better than those who were already on the rolls at 
that time. The Social Security Statistical Bulletin for 1954 states 
that— 
the average old-age benefits awarded under the 1954 amendments were $66.36, 
an increase of $9.38 from the average amount awarded in 1954 under the 1952 
amendments * * * For old-age benefits * * * awarded * * * to beneficiaries 
eligible for the “dropout” (of unfavorable years), the maximum benefit of $98.50 
was payable in 35 percent of the cases. 

Table 24 of the statistical supplement for 1956 showed average 
awards of $75.49. Currently, the awards are still higher than the 1954 
and even the 1956 figures indicate though recent benefits are lowered 
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by the unusual number of women retiring, many at reduced rates for 
earlier retirement. 

At the end of 1954, the average old-age benefit in current payment 
status was $59.14, with 3,775,134 beneficiaries. In January of this 
year, it was some $5 more, with 6,197,500 beneficiaries, many of whom 
were on the rolls in 1954. The average for those coming on since 1954 
has been much more than $5 above benefits of those on the rolls before 
then. 

This substantial variance in benefit levels presents very important 
considerations of equity between those on the rolls before 1954 and 
those subsequently coming on the rolls if and when any upward 
adjustment of benefits is considered. 

Suggestions have been made for an increase in benefits averaging 
10 percent. This, according to the estimates, if limited to persons 
presently on the rolls, would amount to increasing expenditures imme- 
diately at an annual rate of some $780 million per year which would 
steadily diminish as aged recipients die and young recipients reach 18. 
It would seem manifest, however, that if this were done, the precedent 
of prior liberalizations would almost necessarily be followed and an 
equivalent formula change would be made for those coming on the 
rolls. There has never been a time when benefit levels have been 
raised for some, but not other, beneficiaries. The cost of these com- 
bined liberalizations would be some $5 billion over the next 5 years, 
increasing each of these 5 years and each year thereafter. Whatever 
liberalizations are made today, as we all know, must be at the expense 
of even higher future taxes on our children and millions of younger 
workers. 

Proposals to expand the wage base above $4,200: Suggestion has 
also been made of increasing the wage base from $4,200 to $4,800 and 
extending the present benefit formula to $4,800. This change alone 
would increase benefit costs very little in the first few years. In the 
absence of provisions for dropouts in future years, it would be prac- 
tically impossible for persons to average $4,800. The immediate net 
results of the coverage would be to bring in considerable revenue. 
According to the social security actuary, there would be a net addition 
to the fund of some $395 million next year, $545 million the ensuing 
year, and $575 million when the tax rate increases. Benefits later on 
would be substantially increased as persons gradually built up wage 
averages above $4,200. We question the equity or wisdom of making 
this change. It would seem highly questionable to broaden the wage 
base for the purpose of helping to presently finance benefit increases. 
It is not compatible with the general concepts of the system to levy a 
41% percent tax on wages between $4,200 and $4,800 for this purpose. 

Whatever decisions are made with respect to extending the wage and 
benefit base should be determined on the merits of the proposal as 
related to the higher earnings groups concerned, not on the basis of 
obtaining revenues to increase benefits of other people. 

In making any decision as to increasing the wage base, it would 
seem essential to examine carefully the implications of this action. 
We are perhaps all agreed that the conan and purpose of the 
OASI system itself requires some limit on both the maximum benefit 
it will pay and the maximum pay it will tax. 
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The fundamental question is what level the maximum benefit should 
be and what earnings level should entitle the earner to this benefit. 

In making any decison as to increasing the wage base, it would seem 
essential to examine carefully the implications of this action. We 
are perhaps all agreed that the conception and purpose of the OASI 
system itself requires some limit on both the maximum benefit it will 
pay and the maximum pay it will tax. 

The fundamental question is what level the maximum benefit should 
be and what earnings level should entitle the earner to this benefit. 

All students of the history of the system remember that the original 
proposal in 1935 was to pay maximum benefits to a person who earned 
$150 per month. Persons earning more than $250 were to be excluded 
from coverage. Instead Congress decided to cover them, but to limit 
the tax base to $250 per month—the basis of establishing the original 
$3,000 wage base—solving an administrative problem which would 
arise if people went into and out of coverage depending on their 
wages. 

Kevin: we should face this wage-base issue, not on the basis of 
what was done in 1935 or in 1950 or in 1954, but what we feel is now 
compatible with OASI’s basic purposes. Without question, $4,200 
per year is typical of the average gainfully employed person ; $4,800 is 
not. It is our position that the maximum benefit should be paid to 
the $4,200 man. 

It is appropriate in this connection to point out that there should 
be no departure from the basic floor-of-protection concept. The pres- 
ent tax and benefit ceiling are adequate under that concept. 

We feel that the limiting point of Government benefits is critically 
important, as it marks the point where the individual must rely on 
his own efforts and thrift, which in the aggregate is a vital basis of 
our economic system. We would like to remind the committee that the 
best interests of our people and likewise the national interest is served 
by unflagging respect for and adherence to the all-important doctrine 
of the dignity, responsibility, and sovereignty of the individual. 

Employers, unions, and especially the Government should foster 
at all times, in all ways, the freedom of individual action and initiative 
in the planning of a career, in the fulfillment of each cherished as- 
piration, and in the management of the fruits of personal accom- 
lishment. Compelling an individual to pay taxes to support benefits 
in social programs is justified only to the extent required to insure 
that he and his dependents will not become dependent on public 
charity. 

Protection beyond this point should be a matter of individual 
choice, not compulsion. It is a matter of personal freedom which 
no law should abridge. 

Pay-as-you-go: On former occasions, when the system was revised, 
much additional revenue was immediately secured by extending cover- 
age to millions of new social security taxpayers, none of whom could 
expect any benefits for some time. This new revenue masked the 
fact that benefit expenditures were growing very rapidly and, except 
for the new coverage, would have shortly required tax adjustments. 

In sharp contract with these former occasions, we are presently 
faced with a substantial current deficit and much larger prospective 
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deficits. The trustees’ report shows that even in 1962, when taxes 
are scheduled to increase, disbursements may still exceed income. 

The prior situation, whereby through extension of coverage, sub- 
stantial revenues were brought in without any immediate substantial 
increase in benefits, no longer exists, for coverage is now almost 
universal, excluding no substantial groups other than civil servants 
and doctors. 

There would seem to be no alternative, if the system’s financial 
integrity is to be preserved, to making an appropriate immediate tax 
increase when benefits are increased. 

The National Association of Manufacturers has long favored pay- 
as-you-go financing, with a reasonable reserve to meet economic 
situations such as we presently face. We agree with the Secretary 
of Health, Education, and Welfare that the present situation of opera- 
tion in the red presents no immediate financial crisis. We also are 
in accord with his views that any benefit liberalization requires a 
contemporaneous increase in taxes. ‘That is part of the pay-as-you-go 
principle. It is one thing to draw on the reserve to meet what we feel 
is a temporary recession. It is quite another to add permanent and 
increasing financial commitments to the system without simultaneously 
increasing the system’s revenues to the level required by this commit- 
ment. 

Advisory council(s): Action at this time liberalizing benefits and 
increasing taxes would be inconsistent with your 1956 action. The 
Committee on Social Security Financing, established pursuant to your 
legislative mandate in 1956, has not completed its work. Further- 
more, it seems appropriate that the Secretary’s suggestion be acted 
upon of establishing a new Advisory Council to review the system’s 
benefit structure and other major questions. As he stated— 
such a study now also would have the benefit of the findings of the Advisory 
Council on Social Security Financing. 

Overall studies of benefits: Such an Advisory Council could and 
should study the Federal grant program for sharing costs of State 
public assistance systems. It could furnish thoughtful and well-docu- 
mented answers to questions which I understand have been raised 
by committee members at the current hearings; for example, whether 
the variable grant approach based on relative per capita State incomes 
to the per capita income of the United States should be adopted in lieu 
of the present formula. 

Public assistance problems: Besides its work on the benefit struc- 
ture of OASI, the Council, like preceding councils, could and should 
go into the programs, purposes, and Federal grant structure of public 
assistance. Public assistance programs are being increasingly financed 
by Federal grants under the provisions of the Social Security Act. 
Over the last 20 years, there have been recognized interrelations be- 
tween the public assistance programs and the OASI program. His- 
torically, OASI was adopted as an alternative to the otherwise 
expensive development of public assistance. Both programs have 
been developed to the end of meeting the dependency problem of 
destitution among the aged, the blind, the otherwise permanently 
disabled, and the problem of dependent children. 

The present situation, for better or worse, is that many individuals 
are benefit recipients under both programs, and there has been a lack 
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of clear definition, both of the respective roles of these programs and 
of the role of the Federal Government and the States in the public 
assistance program. The new Advisory Council should explore these 
areas. 

There are, as the committee knows, basic questions respecting the 
appropriate Federal and State roles in the field of public assistance. 
Numerous bills dealing with State policy and administrative prac- 
tices are before your committee. Should or should not States take 
liens on the property of public assistance recipients? Should data 
about a recipient ever be made public? And if so, under what con- 
ditions? In determining an individual’s need, should or should not 
some amount of earnings or property be ignored? While it is m 
belief that these are matters which should be left to State decision, it 
seems to me that if your committee expects to give any consideration 
to the many pending bills in this field, it should be after study and 
deliberations by an Advisory Council such as is suggested by the 
Secretary. 

From the statements made at the current hearings, it appears that 
there are considerable pressures for increasing Federal public assist- 
ance grants. A question has been raised as to whether this action 
will not also require increasing benefits under our contributory system. 
Our organization feels that the primary question is not of increasing, 
but rather of an orderly Federal withdrawal from financing participa- 
tion in public assistance. As indicated by the Secretary of Health, 
Education, and Welfare, in his statement to you: 

Since 1946, the welfare appropriations of State and local governments have 
dropped from 10.8 to 8.6 percent of their total expenditures. In this same period, 
the Federal Government’s expenditures for public assistance have increased by 
more than $1 billion until they are now 3 times as large as in 1946. 

That there should be a withdrawal from public assistance grants as 
the Federal contributory system progressively provides security for 
the otherwise needy has long been recognized. As far back as 1950, 
when total old-age and survivors insurance benefits were $961.1 million, 
the Senate Finance Committee stated in its report : 

In view of the extensive revisions in the old-age and survivors insurance pro- 
gram in the bill your committee believes that a beginning should be made in 


reducing Federal participation in supplementary old-age assistance payments 
made to beneficiaries of old-age benefits under the insurance program, 


A committee amendment to this end passed the Senate but failed 
in conference. 

With current old-age and survivors benefits—some seven-eighths 
of which go to old people—now at an annual rate some 9 times the 
1950 rate, and shortly to be 10 times that rate, we believe that it is 
time to critically reappraise the entire area of Federal financial par- 
ticipation in public assistance. This could be included in the important 
tasks of the suggested Advisory Council. 

Might I point out that the present temporary public assistance grant 
formula expires June 30, 1959, that an Advisory Council could con- 
sider and report on public assistance issues, and Congress can act on 
these well before the present temporary grant formula expires? 

The medical care problem: A further most important matter which 
requires thorough study is that of medical care and hospitalization, 
particularly for the aged. States have, of course, taken medical ex- 
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nses into account in fixing recipients’ old-age assistance payments. 

n addition, in recent years, some States have contracted with doctors, 
hospital, etc., to provide medical and hospital services to public as- 
sistance recipients. Medical and hospital care so contracted for and 
paid for are usually referred to as vendor payments. There is a 
special provision in the grant formulas for Federal participation in 
the cost of these vendor payments. Pending bills on this subject 
would amend the present public assistance grant provisions relatin 
to the Federal sharing of State public assistance costs of so-call 
vendor payments to doctors, hospitals, etc., for care provided public 
assistance recipients. Also, several bills would extend OASI benefits 
to include provision for surgery, hospitalization, and related medicines, 
medical attention, etc., and nursing home care to persons who do or can 
qualify for OASI cash benefits. 

Current cost experience of States with their public assistance med- 
ical care vendor payments is found in table II of the May 1958 Social 
Security Bulletin. This table does not show all medical costs, but 
only the vendor payments. States frequently use a combination of 
vendor payments for some medical expenses plus inclusion in the in- 
dividual’s cash assistance payments of amounts for other medical costs. 
This procedure is, in effect, encouraged by the Federal matching pro- 
visions of the present law. 

Cash payments to assistance recipients are subject to a $60 per month 
ceiling for each recipient, old-age assistance, blind, or permanent and 
totally disabled, for Federal matching purposes. Thus, some payments 
can include considerable medical costs for Federal matching purposes. 

In addition, under a separate matching provision, there is a lim- 
ited Federal sharing of costs of vendor medical care. This includes 
monthly expenditures by the State for vendor medical care, not in ex- 
cess of the overall maximum of the Federal share which is the product 
of $3 multiplied by the total number of public assistance recipients. 
Thus, one restriction limits medical care expense, which can be fed- 
erally shared in if covered by the recipient’s assistance check. The 
other limits the vendor medical care costs which will be federally 
shared in. Both technical and policy issues are involved in changing 
these provisions. 

Manifestly, this public assistance situation requires thoughtful study 
and consideration and is basically interrelated with proposals to ex- 
tend OASI into the field of medical care. As medical care is generally 
available under State programs, the situation does not require hasty 
action. 

In considering proposals for extending OASI benefits into this area, 
there are many important considerations. As this question vitally 
affects many interests whose testimony can be much more informative 
as to details, I shall call your attention to only a few broad 
considerations. 

1. Medical benefits are not related to wage levels and contribution 
levels like the benefits presently provided under our contributory sys- 
tem. An individual who has $50 in wages every other calendar quarter 
would get the same medical benefits as would a person whose earnings 
and contributions are 40 times as much. 

2. The provision of Federal medical benefits would involve a con- 
tinuing administrative problem requiring a host of administrative 
personnel. Even if limited to those on the OASI benefit rolls, there 
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would be an immediate exposure of well over 11 million potential re- 
cipients, and the number will grow rapidly. The medical benefit priv- 
ilege would, in fact, extend beyond this group. The large group of 
potential recipients who have only to quit work and apply for benefits 
would be included. 

3. However, initially limited, the provision for medical care would 
almost certainly expand, both as to the extent of services and eligibil- 
ity for services. Unlike old age and death, which occur only one to 
an individual, the need for extensive medical care may arise frequently. 
It is an everyday and continuing hazard. 

4. The costs of medical care on the contributory system would 
doubtless prove to be very high. A comparison of cost forecasts and 
actual cost experience in countries like England is illustrative of this 
point. Current experience of some State programs affords a domestic 
example. Table 14 of the March 1958 Social Security Bulletin, giving 
vendor payments for medical care by States for December 1957 showed 
expenditures divided by the total exposure of old-age assistance 
recipients, including those who received only cash assistance, those 
who received both assistance and vendor medical care, and those who 
received only vendor medical care. Vendor medical care for the Con- 
necticut aged was at the annual rate per exposure of $228; Massachu- 
setts was at the rate of $224; New York and Oregon at the respective 
rates of $223 and $220; and Illinois at the rate of $309. Many States 
were, of course, at rather low rates, but it would seem likely that a 
Federal program would follow the cost pattern of the States 
mentioned. 

5. The manifest need for thorough study of the problem should not 
be ignored on the basis that the situation requires immediate OASI 
extension. Thisis not the case. OASI recipients, though not normally 
on public assistance rolls, can quite generally be included for the 
provision of medical care where this is warranted by their situation. 

6. Highly important questions which I shall not attempt to cover 
are the impact of the huge bureaucracy, its regulations, standards, 
required reports, audits, etc., on our doctors and other medical person- 
nel and our medical facilities. This is of profound importance, not 
only to the prospective recipients, our medical personnel and facilities, 
but to the great mass of persons whose medical care would be outside 
the proposed program. An exceedingly high percentage of these are 
presently under satisfactory and expanding nongovernmental ar- 
rangements, 

In view of these considerations, it would seem wise to proceed with 
great caution in the field of medical care. Full exploration is justified 
before any Federal action. The question is, first, what the individual 
cannot do for himself; second, what private groups are doing and can 
do; third, what State and local authorities are doing and can do; 
and fourth, the extent Federal grants to States are warranted. Only 
then can we appropriately arrive at the residual question: What, if 
any, Federal program for the provision of medical care should be 
established ? 

Consolidated reporting—wage and payroll data: We have noted 
with appreciation that the Department of Health, Education, and 
welfare and the Treasury Department have again recommended legis- 
lation to consolidate the wage reports that employers make to the 
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Government for social security and for income tax withholding 
purposes. 

In essence, employer-filed statements of wages and of tax withheld 
which are now prepared annually would be used for old-age, survivors, 
and disability insurance purposes as well as for income tax. This 
would make unnecessary the filing of detailed quarterly reports by 
employers of the earnings of each of their employees. 

This suggestion for consolidation of employer payroll reporting 
with its attendant economies for all concerned, has been under con- 
sideration for several years. We sincerely hope that appropriate legis- 
Jation will be enacted at the earliest practicable time. 

Unemployment compensation: The unemployment issues raised 
7 pending bills involve largely (1) the Federa) tax coverage, which is 
almost automatically reflected by the practical forcing of at least 
coextensive State coverage; (2) proposed changes in federally required 
benefits and financing standards, and grant, loan, or reinsurance pro- 
visions; and (3) Federal-State administrative matters. 

Our understanding of and comments respecting these unemployment 
compensation issues are as follows: 

(a) Coverage of 3 or more, 2 or more, or 1 or more, and the 20 or 
more weeks’ requirement. 

(%) Standards with respect to qualifications and disqualifications, 

(c) Standards with respect to weekly benefit amounts and duration. 

Our general position is that existing law is satisfactory with respect 
to the above, and that the imposition of standards where none now 
exist is both unnecessary and inconsistent with the time-tested con- 
cepts of the program. 

Our State unemployment systems have been developed through local 
financing and local legislative determinations of benefit formulas and 
conditions. Accordingly these systems are responsive to local needs, 
and have checks and balances brought into play by full hearings of all 

arties in interest. In practically all States, the systems accordingly 

ave sound reserves, reasonable benefits, and benefit conditions—a 
prime example of the results of the exercise of State sovereignty in 
local matters. 

NAM believes that these systems should neither be formal] 
nationalized nor be informally federalized by the imposition of Fed. 
eral standards or by other changes in Federal law. 

Mr. Chairman, we desire permission to file a supplementary state- 
ment outlining our views in more detail on this aspect. 

Mr. Boces. Without objection, permission is granted. 

Mr. Cuury. Thank you. 

(The statement above-mentioned follows :) 


UNEMPLOYMENT COMPENSATION 
Supplemental Statement to NAM Views on Social Security Proposals 
FEDERAL BENEFIT STANDARDS 


A nationwide uniform benefit plan cannot be superimposed over the varying 
pattern of State laws withvut upsetting some of the delicate balances that are 
a feature of these programs. 

The claim has, of course, been made by persons who desire a national system 
that the State laws should be uniform in all parts of the country, but this claim 
is no more valid in the field of unemployment compensation than in any other 
field of State law. 


wv 
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Most of the nations of the world do operate under a system of law that is 
universal and uniform and is determined by a single central government. This 
is an area in which the American type of government differs most radically with 
those of European nations. We believe the debate as to whether, in America, 
power should be centralized or should be divided between the Central Govern- 
ment and the States is too broad an area to be covered or solved in the single 
narrow field of unemployment compensation. 

We do believe firmly that the maintenance of a sound unemployment compensa- 
tion program in the United States depends upon protection of the integrity and 
independence of State systems. 

The Senate Finance Commitiee agreed with this viewpoint in 1935 when it 
said: “Except for a few standards * * * the States are left free to set up 
any unemployment compensation system they wish without dictation from 
Washington.” 

The standards required by Federal law relate primarily to administration 
and security of reserve funds. The Federal law permits employers to credit 
State taxes against the Federal tax. It also permits employers to take credit 
for the amounts by which their State taxes have been reduced through experience 
rating. 

Our varying pattern of unemployment compensation systems have many fea- 
tures—some good and some bad. One of the bills before your committee would 
substitute for this varying State pattern a uniformly bad national pattern. 

This bill, H. R. 10570, would require the States to pay benefits to all eligible 
applicants for 39 weeks, no matter how little prior work experience they may 
have had. It would forbid the States to require more than 20 weeks of work 
experience. This means the States would be required to pay benefits to individ- 
uals for almost twice as long as their work periods. Few States actually require 
any number of weeks of work for benefit qualification. Where the normal for- 
mula is used, the bill would have the effect of limiting qualifying requirements 
to about 15 weeks of work. This is far from a reasonable measure of so-called 
“attachment to the labor market.” 

The States would be compelled to pay weekly benefits so high, in many cases, 
as to leave very little margin between weekly benefits and the amount of take-home 
pay an individual might expect to earn if he should seek a job. 

The States would be permitted only a short delay in paying, and would be 
prohibited from denying, benefits to applicants who have quit their jobs without 
cause and have refused to accept suitable jobs. They would, thus, be prevented 
from confining benefit eligibility to those who are involuntarily unemployed. 

The States would be invited to reduce their own payroll taxes, to finance bene- 
fits from Federal funds, and to confine their experience rating programs within 
such a narrow range as to severely limit, if not eliminate, the existing incentives 
for employment stabilization. 


AN UNJUSTIFIED INDICTMENT OF STATE GOVERN MENTS 


The Federal standard bill—H. R. 10570, introduced by Mr. McCarthy—de- 
clares that “the systems of unemployment compensation as now constituted and 
administered throughout the several States are failing to carry out the purposes 
and objectives of employment stabilization and security against unemployment 
which were sought to be achieved by the enactment of the Social Security Act 
of 1935.” 

The facts are that the States are now paying far more in benefits than was 
originally contemplated ; they are paying these benefits far sooner; and they are 
paying these benefits much longer. 

The States have adopted experiences rating systems which have contributed 
substantially toward the stabilization of employment. As noted above, the effect 
of H. R. 10570 would be to severely curtail existing incentives for employment 
stabilization. By inviting universal reduction of State tax rates, it would, in 
fact, suggest that the States offer a reward for instability. 

The bill, H. R. 10570, states further that “there are substantial categories of 
employees who, though needful of the benefits afforded by unemployment com- 
pensation, are not covered for such benefits.” The fact is that the States have 
included in their coverage many groups of people not covered by the Federal act. 

Limitations in coverage are based largely upon administrative considerations. 
The best example of this is the case of the self-employed worker whose earnings 
depend solely on how hard he works. There are also many situations involving 


28110—58—-——-49 











748 SOCIAL-SECURITY LEGISLATION 


employees in which it would be almost impossible in administering this act to 
determine the proper basis for framing appropriate eligibility requirements or 
insurance benefits. 

The bill states further that the “amounts of unemployment compensation pay- 
able to unemployed persons who are covered are, in most cases, inadequate to 
provide the worker and his family with the basic necessities of life.” This is a 
statement of opinion of the authors of the bill rather than a measurable fact. 

The bill contemplates paying benefits amounting to half the prior weekly wages. 
Its authors seem to ignore the fact that States now pay benefits substantially 
in excess of half the weekly wage. The States, in fact, do not normally base 
benefits upon weekly wages. They use several types of formulas. The most 
common are quarterly formulas and these are so weighted as to provide weekly 
benefits in excess of half the weekly wage except in the case of people who have 
not worked for a full calendar quarter in any part of their base periods and for 
people at the maximum level. 

Maximum benefits in the States vary considerably. These variations reflect 
both the economy of the States and the viewpoint of their people. 

The State laws have been developed and constantly liberalized over the years 
by the responsible bodies of the 48 States. These State legislatures are far closer 
to the people of the States (and this also is an opinion not measurable by statis- 
tics but one we feel few will dispute) and have a much clearer and more detailed 
knowledge of the local legislative needs of the people in their respective States 
than the Congress of the United States can ever have. 

In the 48 States, there are 7,613 men and women serving in legislatures. Bach 
of these is elected by the people. We believe they are representative of the peo- 
ple by whom they are chosen. They have dealt with unemployment compensation 
for over 20 years. They have held thousands of hours of hearings on the many 
details and technicalities of this legislation. Among them there are many able 
men and women who are thoroughly familiar with the exceedingly complicated 
and technical field of unemployment compensation. 

If the technicalities, the details, of unemployment compensation legislation 
were to be developed by the Congress of the United States, one of two things 
would have to be done. Either the Senate Finance Committee and the House 
Ways and Means Committee would have to delegate to other committees much of 
the other legislation now handled by these groups, or special committees on un- 
employment compensation would have to be established by the Congress. The 
writing, in Washington, of an unemployment benefit law to satisfy all sections 
of the country would require the same long, painstaking consideration that has 
been given to the problem by legislative committees of the 48 States, and the 
results would almost necessarily contain features highly distasteful to some 
States. 

The bill H. R. 10570 states further that “many, and in some cases, unreason- 
able terms and conditions are imposed upon eligibility to receive unemployment 
compensation, thus depriving many unemployed workers and their families of 
the benefits of unemployment compensation.” 

The unemployment compensation program is intended to pay benefits to peo- 
ple who are involuntarily unemployed and who are normally dependent upon 
wages for a livelihood. If the eligibility provisions of State laws are to be 
criticized, the criticism should be that they require too little work experience. 

Many of the provisions of State laws have lax eligibility requirements that 
seem to overlook the presumption that beneficiaries should have been dependent 
upon wages for a livelihood. When a State pays benefits to an individual who 
has earned, through his entire lifetime, only $200, $300, or $500, it is covering 
people who cannot be presumed to have been dependent upon wages but must, 
on the other hand be presumed to have had other sources of income in most 
cases, probably either their fathers or their husbands. We feel however, that 
matters like this are for State correction—not congressional action. 

The fifth indictment of the State laws is based on the fact that “there are 
great disparities between the States.” There are great disparities in unemploy- 
ment compensation laws as there are in other State statutes, and also in the 
economic situation. This variance is characteristic of the United States and our 
type of government. 
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UNEMPLOYMENT COMPENSATION AND THE LABOR MARKET 


Perhaps the chief hazard that is met in unemployment compensation is the 
hazard of destroying the balance in labor market incentives. These important 
incentives are the employee’s incentive to keep himself employed and the 
employer’s incentive to provide steady jobs. 

As we pointed out in our earlier testimony before the Senate Finance Com- 
mittee, “arbitrary federalization can be destructive of sound unemployment 
compensation * * * and it also could be injurious to the labor market itself. It 
could become a vehicle for immobilization of the labor force and the creation 
of giant pools of idle men living on Government subsidy.” 

There is in every type of insurance a substantial moral hazard. There is 
always a temptation for people to seek the insurance benefits on its own account. 

Senator Vandenberg, during a hearing before this committee, once pointed out 
that while the American workingman is not lazy, “he is smart enough to recog- 
nize a bargain when he sees one.” And unemployment compensation can offer 
substantial bargains. A recipient of unemployment compensation benefits pays 
no taxes on this income, he incurs no work costs, such as transportation, meals 
and the like, and under many statutes his benefits may come within a few dollars 
of what a job would offer him. From his standpoint, if benefits while unem- 
ployed are within $10 of his take-home pay when working, he is likely to ask 
himself: ““Why do a week’s work for $10?” 

This hazard of overinsurance is well illustrated by section 2 of H. R. 10570. 
This section would prohibit any State from imposing a disqualification of over 
4 weeks’ postponement with respect to an individual who quits his work without 
good cause, refuses to accept suitable work without good cause, or is discharged 
for misconduct. 

This provision seems to be designed to protect the unemployment benefits of 
people who prefer not to work. 

All of the unemployment compensation laws technically limit benefits to folks 
who are available for work. In other words, benefits are supposed to be paid 
only to those who are “involuntarily unemployed.” Determining whether unem- 
ployment is voluntary or involuntary is the most difficult job of an administrator 
of an unemployment benefit law. The only positive tests that can be applied 
are to offer an applicant a job, or to determine whether the applicant has quit 
a suitable job and, if so, why. It is generally agreed that benefits should not 
be paid to those whose unemployment is voluntary, and it is for this reason that 
the State laws generally impose some restriction upon those who have quit their 
jobs without cause or who have refused to accept suitable employment when 
offered. 

It is exceedingly difficult to write a disqualification provision which is at the 
same time fair to the benefit applicant and protects the integrity of the unem- 
ployment compensation system. The proposal in H. R. 10570 satisfies neither 
of these objectives. 

This one section is mentioned simply to illustrate the complexity of the prob- 
lems involved in unemployment compensation. It is illustrative of the type of 
problem that has been before State legislatures during the “thousands of hours 
of hearings” referred to above. Members of 48 legislatures have in good con- 
science explored the many reasons why people quit their jobs, what is suitable 
work, why people may or may not refuse a job offer, what is good cause, what is 
misconduct, and what is meant by “in connection with his work”. These legis- 
latures have arrived at varying conclusions as to the appropriate answers. This 
variance offers the best chance of finding the best solutions. 

We honestly do not believe that we, as a national organization, are competent 
to judge precisely which provisions of the State laws are best and which are 
worst. We doubt seriously that a committee of Congress is competent to make 
the final judgment as to which of these provisions is right and which is wrong. 
We believe that 23 years ago this Congress arrived at the only sound solution. 
That solution was to leave these problems to the members of the State legislatures 
who are closest to the many different types of conditions found in the different 
labor markets of the United States. 

If the Congress were to consider seriously the enactment of a bill like H. R. 
10570, every section, every line, and almost every word of this bill would have to 
he carefully analyzed from the standpoint of its effect on the unemployment 
compensation program and the labor market. 
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JUDICIAL REVIEW 


Mr. Cuttin. We endorse the principles of judicial review embodied 
in the bills, H. R. 8214 and H. R. 8215, currently before the committee. 

We note that representatives of the Interstate Conference of Em- 
ployment Security Agencies support this legislation. 

While the question involved intricate and complex problems, it is 
hoped that the two bills previously mentioned can form the basis for 
committee action. 

SUMMARY 


The most important points in my statement can be briefly summar- 
ized: 

(1) The presence of 400 bills before this committee is indicative of 
the broad interest in social security. Your committee has been both 
generous and wise in inviting witnesses to express their viewpoints on 
all the many social security issues which confront you. 

(2) The fiscal situation confronting OASI over the ensuing few 
years demonstrates the wisdom of prov viding for advisory councils on 
financing and of awaiting the report of the present advisory council 
before making further OAST benefit commitments. 

(3) The highly important and interrelated problems of OASI and 
public assistance protection warrant your following the precedents of 
not making broad revisions without ‘the appointment of an advisory 
council on the benefit provisions of these programs. 

(4) It is most important to seek the best solution of the problem of 
medical care, particularly of the aged. This requires an examination 
of the role of the individual, of private groups, and of State programs. 
This is requisite to the determination of whether and, if so, the extent 
to (5 hich OAST commitments should be made in this field. 

(5) Vital to the general welfare and our economic system is a most 
careful look into the issues raised before broadening the taxes and 
increasing the benefits of OASI. It involves basic issues respecting 
individual freedom and responsibility. 

(6) In the matter of unemployment insurance, the basic issue is 
whether there shall continue to be genuine State systems, which have 
been locally and thriftily managed, or whether their benefits, qualifica- 
tions, disqualifications, financing and operation shall be determined 
by Federal compulsion. 

i; ) The last and most important point I should like to make is that 
the major asset of our OASI and unemployment insurance systems is 
the public confidence in their sound financing and their integrity. 
Our organization, and we believe the public generally, recognizes the 
deep sense of trusteeship your committee has always shown in safe- 
guarding these vital features of our social security program. 

We appreciate this opportunity, Mr. Chairman, to appear before 
you and to present our views. Thank you very much. 

Mr. Boces. Thank you very much for your statement. 

Are there any questions ? 

Mr. Mason. Mr. Chairman. 

Mr. Boeges. Mr. Mason will inquire. 

Mr. Mason. Mr. Culin, you have given us a comprehensive analysis 
of the problems that confront this committee in connection with pro- 
posed social security legislation. You have done a good job of that. 
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Whether you know it or not, you have given us a complete summary 
of the testimony that we have been listening to for 8 days or more in 
this connection, because your statement really summarizes practically 
all of the testimony that we have received. I compliment you on the 
job that you have done. 

Mr. Cuuin. Thank you, Mr. Mason. 

Mr. Bocas. Are there any further questions? 

Mr. Curtis. Mr. Chairman. 

Mr. Boges. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Chairman, I do not want to go into full details on 
this financing aspect, because we will get into that when we have the 
report from the President’s Commission on January of 1959. But 
inasmuch as Mr. Culin has brought out some of the financing aspects 
of this program, I would like to ask one question, at any rate. 

Is the decline in estimated receipts a reflection to a large degree of 
this recession, or are there other factors involved in that decline over 
the estimates? Do you follow what I am asking? 

Mr. Cutrn. I understand from some of the data I have read, which 
I believe are included in the trustees’ report and Mr. Folsom’s com- 
ments, that the recession has been one of the major changes. 

Of course, the trustees are always getting more and better data, 
which undoubtedly helps them to improve their estimates as they 
go along. 

Mr. Curtis. You see, the reason I raise the question is—and again 
T say this gets to the area which is one of the reasons I was so anxious 
to get this trustee commission set up: When the social security was 
first put into effect back in 1935-36, the estimates were based upon 
our census figures, which are the basic figures in this, the anticipated 
population of this country. We all know that those census figures, 
which were just an estimate, a projection, were just completely wrong, 
because there were thoughts in those days of the population of this 
great society leveling off. 

Then came the unexpected birthrate of the 1940’s, which was carried 
on through the war years and the after-the-war years, and this tre- 
mendous expansion in gross national product, which in my judgment 
is the real reason that the OASI program has been able to attain the 
apparent solvency that it seems to have, or has had. 

But this is all based upon a growing society, and I am just wonder- 
ing if, in these figures given here, we are not seeing the effects that 
occur when we cannot count upon the growth, or if we cannot count 
upon a continuing increase in population and the birthrate and new 
people coming into the labor market, just what would happen to 
these projected estimates if we were in a stabilizing economy rather 
than a growing economy ? 

That is why I raised the question of whether you felt from the 
figures you quoted that the recession, where we actually had a slight 
decline in gross national product instead of the rise that we have been 
becoming accustomed to, that that was the thing that threw off the 
calculations of the receipts. 

Mr. Curin. I understand it has, and I can understand also the dif- 
ficulties of the persons who attempt to make these estimates for 
either a short period or a long period. This is very difficult. They 
might assume continuance of a high birthrate. 
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I read just recently that as a result of this recession, the family 
formations are falling off, which will mean in some of the years in 
the future a reduction in the birthrate. 

I do not know how the crystal ball gazers can come up with any- 
thing accurate, but we certainly take our hat off to what they are 
able to come up with. 

But I think, as you pointed out, the change in the figures that has 
occurred between the 1957 report and the 1958 report indicates largely 
the result of the current recession. 

Mr. Curtis. I was going to give this Congress a pat on the back, 
because I personally think it is real wisdom on the part of this com- 
mittee to create this trustees’ commission, to go into these fiscal as- 
pects, the basis on which we do project these estimates. To me, it is 
most important that this committee get that report January 1, 1959, 
before we go too far in contemplating changing this system in any 
direction. 

Mr. Cuttin. [ agree with you, sir. 

Mr. Boees. Are there any further questions ? 

(No response. ) 

Mr. Bocas. We thank you for your testimony. 

The second witness is Mr. Cruikshank of the American Federation 
of Labor—Congress of Industrial Organizations. 

We are acquainted with the gentleman and lady who are with you, 
but for the purposes of the record will you please identify them. 

Mr. CrurksHank. Yes. Thank you, Mr. Chairman. 


STATMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPARTMENT 
OF SOCIAL SECURITY, AFL-CIO 


Mr. Crurksuank. I am Nelson H. Cruikshank, director of the de- 
partment. of social security of the American Federation of Labor and 
Congress of Industrial Organizations. My office is at the headquar- 
ters of the AFL-CIO, 815 16th Street N.W., Washington, D. C. I 
am accompanied by Mrs. Katherine Ellickson, the assistant director 
of the department, whose offices are in the same headquarters build- 
ing, and by my colleague, Mr. Andrew J. Biemiller, who is director 
of our legislative department. 

We are very happy to have the opportunity to appear before this 
committee and particularly appreciative of your generosity in a 
crowded schedule of affording us two opportunities. We were here 
less than a week ago, presenting our views with respect to unemploy- 
ment insurance and public assistance. Today, we want to talk mainly 
about the old-age and survivors’ insurance proposals. 

Mr. Chairman, I have here the statement which I believe has been 
furnished the committee, which I should like to have introduced for 
the record in toto, but I will not take the time of the committee to 
attempt to read it. 

Mr. Boces. Without objection, your full statement will be included 
in the record. 


t 
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(The statement is as follows :) 


STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPARTMENT OF SOCIAL SE- 
curity, AFL-CIO IN Support OF IMPROVEMENTS IN OLD-AGE, SURVIVORS AND 
DISABILITY INSURANCE 


My name is Nelson H. Cruikshank, and I am Director of the Department of 
Social Security of the American Federation of Labor and Congress of Industrial 
Organizations. My office is at the headquarters of the AFL-CIO, 815 Sixteenth 
St. NW., Washington, D. C. I am here with my associates representing the 
AFL-CIO in support of proposals to broaden and improve the old-age, survivors 
and disability insurance program. We are discussing this subject apart from the 
other titles of the Social Security Act because of its many facets and its great 
interest to our members. We appreciate the willingness of your committee to 
permit our appearance today on this subject. You will recall we appeared last 
Friday to present our views on unemployment insurance, public assistance, and 
maternal and child welfare. 

We hope your committee, in recommending a social security bill to the House, 
will include substantial improvements in old-age, survivors and disability in- 
surance. We know that the Administration, the insurance industry, and some 
others are opposing such action. But, like many other representatives of work- 
ing people, we believe that monthly cash benefits should be increased by an 
average of at least 10 percent, that the earnings ceiling should be raised, and 
that a new program should be added to pay certain costs of medical care for 
older people and those who survive the death of the family breadwinner. We 
believe this should be done now, as the need is urgent. We believe our older 
citizens and other beneficiaries have a right to share in the abundance which 
America can produce. 

We have detailed recommendations in regard to these and other changes and 
in regard to contributions rates designed to finance the improvements. 

AFL-CIO policy is summarized in a resolution unanimously adopted by our 
convention in December 1957. As that resolution indicates, ‘““‘We support con- 
tinued development of the old-age, survivors and disability insurance system 
to provide more adequate benefits, to cover more people, especially those not 
under any form of social insurance, and to give protection against short-term 
as well as long-term disability.” 

Especial attention is given in the resolution to prompt enactment of the 
Forand bill, H. R. 9467, but other necessary improvements are also specifically 
mentioned. 

Since the resolution deals with many types of bills now before your commit- 
tee, I shall quote the text in full: 


“OLD-AGE, SURVIVORS AND DISABILITY INSURANCE 


“Labor’s legislative accomplishments are reflected in the monthly benefits 
being received under old-age, survivors and disability insurance by 11 million 
people. The program continues to be soundly financed and economically adminis- 
tered, paying benefits related to earnings as a mater of right from trust funds 
built up through specified contributions. 

“Increases in monthly benefit amounts are badly needed to offset higher living 
costs and permit more adequate levels of living. A new program is required to 
meet the costs of medical services which weigh very heavily on the aged and on 
widows with young children, groups who are least able to obtain protection 
against these hazards through private insurance. 

“After the AFL-CIO executive council has urged that legislation to meet these 
most urgent needs be given priority by Congress, a bill for this purpose, H. R. 
9467, was introduced by Congressman Aime J. Forand of Rhode Island. 

“The Forand bill would, among other things— 

“1. Increase all primary monthly benefits by 10 percent on the average, 
giving present beneficiaries $5 to $10 more. 
“2. Liberalize ceilings on total family benefits. 

“3. Raise the maximum amount of annual earnings counted for contribu- 
tion and benefit purposes from $4,200 to $6.000, thus permitting higher 
benefits and increased collections to help finance other improvements. 

“4, In calculating average monthly earnings let each person drop 1 addi- 
tional year of low (or no) earnings for every 7 years he has worked in 
covered employment. 
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“5. Pay for 60 days of hospital service for all persons eligible for old-age 
and survivors insurance benefits. 

“6. Pay also for their surgical services and for skilled nursing home care 
after hospitalization. 

“7. Increase contribution rates of employers and employees by % percent 
each and of the self-employed by *4 percent to cover the estimated additions 
to costs. 

“Many other bills are also awaiting action by Congress, some of which are 
in accord with established labor policy for liberalizing old-age and survivors 
insurance. Othars would abolish the retirement test, thus running counter to the 
accepted principle that old-age, survivors, and disability benefits are intended 
to replace lost income. Such action would cost as much as the improvements in 
the Federal bill but would mean far less to the majority of beneficiaries who are 
unable to earn more than the present limit of $1,200 a year. 

“Enactment of long-term disability benefits, in spite of opposition by the 
Hisenhower administration, was one of our major legislative accomplishments 
in 1956. The program, which was adopted in the Senate by a 2-vote margin, 
represents a compromise but has already resulted in the award of cash monthly 
benefits to more than 100,000 persons aged 50 or over who are unable to engage 
in any substantial gainful employment. Persons under 50 are not included, 
though we sought to protect them, nor are dependents’ benefits available. 

“Many disabled persons have been found ineligible either for disability bene- 
fits or for the disability freeze, which avoids reduction of retirement benefits. 
Denials arise from the stiff employment requirements, from the act’s definition 
of disability, and from its overstrict interpretation by the administration and 
by State agencies which actually make the determinations. 

“Denials of benefits under the Government program are in some cases affecting 
interpretations under private plans achieved through collective bargaining, even 
though definitions differ. 

“Since the disability trust fund already had assets of half a billion dollars, 
more liberal policies can be financed without a higher contribution rate. Many 
bills have been introduced in Congress directed at broader disability provisions. 
Therefore, be it 

“Resolved, that in line with labor’s historical position, we support continued 
development of the old-age, survivors and disability insurance system to provide 
more adequate benefits, to cover more people, especially those not under any 
form of social insurance, and to give protection against short-term as well as 
long-term disability. 

“We urge prompt consideration and enactment by Congress of the Forand 
bill, H. R. 9467, to raise monthly benefits by 10 percent, increase the earnings 
ceiling to $6,000, and add benefits to pay the cost of hospital, skilled nursing 
home, and surgical services for the aged and for widows and young children. 
We support the bill’s proposals to increase contributions to pay for the new 
benefits, since a soundly financed social insurance system is a good investment 
for our members and the Nation as a whole. 

“We support other amendments previously favored by organized labor, such 
as permitting women to receive regular benefits at age 60, increasing the primary 
benefit for each year of continued employment past 65, and providing higher 
amounts for aged widows. 

“We believe that men under age 65 who cannot work or cannot find steady 
employment should be protected through more liberal provisions in regard to 
disability insurance and through extended unemployment benefits. Such meas- 
ures are sounder than the reduction of the retirement age for all men to 60, 
which would be a great expense to the trust fund. 

“We urge persons who are supporting repeal of the retirement test, instead, 
to join us in seeking amendments that will raise benefits for the great majority 
of the aged who are unable to earn more than the $1,200 a year now permitted. 

“We reaffirm labor’s position that the program of long-term disability should 
provide for workers at any age who are unable to engage in any substantial 
gainful employment. We support the addition of dependent’s benefits for those 
entitled to disability payments. We believe that the employment requirements 
should be relaxed, especially those resulting in the exclusion of workers whose 
disability prevents their employment in the years before its permanent nature 
can be established. If the stringent administrative rulings, which we do not feel 
are necessitated by the definition of disability, are not corrected by the Federal 
and State agencies, it will be necessary to ask Congress to amend the definition. 
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The Federal agency should be given full authority to make determinations as it 
does for other types of benefits paid from Federal funds.” 

(Proceedings of the AFL-CIO Constitutional Convention, 1957, vol. I, pp. 
275-277.) 


THE RECESSION ACCENTUATES THE NEED FOR IMPROVED BENEFITS 


Recent economic developments have intensified the problems of the aged, and 
other beneficiaries. The Consumer Price Index has risen by 8 percent since 1954, 
when the last benefit improvements were enacted. Prices are likely to continue 
high even though economic recovery may be slow. 

With substantial unemployment, older workers have difficulty retaining or 
finding jobs. Many persons who are approaching retirement age are without 
work or earning less than they expected. Their future benefits will be reduced 
accordingly unless improvements are enacted. 

Aged persons who have been receiving some financial assistance from their 
families now find that sons and daughters are working only part-time or are 
completely unemployed. Public and private assistance agencies are having in- 
creasing difficulty meeting the needs of persons who turn to them for aid. 

The growth of private insurance protection has been slowed as unions find it 
more difficult to bargain for continued expansion of collective bargaining plans. 
When older workers are laid off, their private insurance protection often lapses 
and no substitute is available. 

The longer the recession continues, the greater the drain on savings and other 
resources of retired workers. 

This statement will deal especially with the Forand bill, H. R. 9467, since it 
embodies our main objectives for action this year, but we hope your committee 
will favor also the other recommendations embodied in our convention resolution. 
We urge their realization at the earliest possible date. 

A j\umber of our international unions are asking your committee to enact cer- 
tain vhanges required to meet the special needs of their members. We support 
such recommendations as the inclusion of tips as wages and proposals for greater 
flexibility in the provisions permitting coverage of State and local employees, 
including extension of the division vote privilege to all States. 

In considering coverage provisions, we hope you will broaden the restricted 
protection now afforded to migrant farm workers. 

Under present eligibility and benefit provisions, persons who later enter the 
program will be seriously handicapped by their years with incomplete coverage 
or none at all. The longer present gaps in social insurance protection are per- 
mitted to continue, the greater will be the difficulty of providing decent benefits 
to the low-income groups still excluded. 


REPORT OF 1958 ADVISORY COUNCIL WILL NOT DEAL WITH BENEFITS 


We note with regret that the Secretary of Health, Education, and Welfare in 
his testimony before your committee, opposed alike benefit improvements, an in- 
crease in the earnings ceiling, and the addition of health benefits. The only 
change he actually recommended in old-age, survivors and disability insurance 
was annual reporting by employers in substitution for present quarterly report- 
ing. Thus, as in 1956, the administration is against anything that would put 
more money in the hands of beneficiaries though favoring a change which organ- 
ized labor opposes since it would endanger unemployment insurance benefits. 

The Secretary of Health, Education, and Welfare may have given the impres- 
sion to some members of this committee that the existence of the Advisory Council 
on Social Security Financing is a sufficient reason for avoiding benefit improve- 
ments this year. As a member of that Advisory Council, I strongly take issue 
with this conclusion. The Council, as its name, its legislative mandate, and all 
its activities indicate, is concerned with financing, not with benefits. It is not 
authorized and has not been asked to consider whether the system ean afford 
higher benefits or whether higher benefits are desirable. 

This Council, like others to be appointed prior to future scheduled increases 
in contribution rates, is established for the purpose of reviewing the status of 
the Federal Old-Age and Survivors Insurance Trust Fund and of the Federal 
Disability Insurance Trust Fund in relation to the long-term commitments of 
the old-age, survivors, and disability insurance program. There ‘s no evidence 
that the Congress intended to await recommendations from such councils before 
considering benefit improvements. To do so, would be to distort the objectives 
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of the councils. The present Council will be in at least as good a position to make 
pertinent recommendations on financing if contemplated benefit changes have 
already been enacted rather than being imminent but undetermined. 

The present Council was not asked to prepare a preliminary report before fall 
according to my recollection nor according to the official minutes of the meetings. 

If the Secretary had wished earlier action, he could have officially requested it 
or he could have appointed the Council many months earlier. 

Advisory councils broadly representative of different segments of the com- 
munity have in the past played a constructive role in the development of our 
social security program. In fact, the system was conceived in the group of 
citizens’ advisory councils that were appointed to assist the Committee on 
Yeconomic Security appointed by President Roosevelt 24 years ago this month. 
The tripartite advisory councils of 1938, 1947-48, and 1953, made positive recom- 
mendations for broadening and improving the program, many of which were 
reflected in the amendments adopted by the Congress. 

However, each Congress since the 74th has made some amendments to the 
Social Security Act and, in 1952 and in 1956, Congress made substantial improve- 
ments in the program without calling for suggestions from an advisory council. 
In 1954, amendments were adopted providing for a higher earnings ceiling and 
benefit improvements although the 1953 advisory group had been consulted only 
on coverage. 

The Secretary’s suggestion distorts the purpose of advisory councils. In the 
past, they have made recommendations for improvements in the program. Now 
the Secretary would use the existence of an advisory council as a reason for 
delaying improvements. 

In our opinion, neither the existence of the Advisory Council on Financing nor 
past precedents justify delay in improving the program. 

If your committee, in its deliberations following these hearings concludes that 
consultation with representative groups would be helpful, we would certainly 
be glad to cooperate in any way we can. We suggest that such advisory group 
should not be appointed independently by the Secretary. The committees of 
Congress having responsibility for social security legislation should participate 
in whatever way they deem appropriate. This is, of course, especially true 
of this committee in view of the constitutional responsibilities of the House of 
Representatives with respect to this type of legislation. 


THE FORAND BILL, H. R. 9467 


The Forand bill was introduced last August so ample time has already been 
afforded interested groups and agencies to analyze and comment on its major 
features. The Legislative Calendar of your committee states that on September 
20, 1957, reports on H. R. 9467 were requested from the Treasury Department and 
the Department of Health, Education and Welfare. 

The bill has been planned as a package, with changes in financing provisions 
sufficient to cover the estimated costs of the higher monthly benefits and the new 
health program. The fact that adequate contributions are provided to pay for the 
new benefits emphasizes that enactments of this bill need not await the conclu- 
sions of the Advisory Council on Financing. 


Monthly benefits are inadequate 


Many aged persons today are struggling along on incomes insufficient to provide 
the basis for health, comfort and happiness. Many live in blighted areas and 
depressing surroundings. Many cannot afford the carfare, clothes and other 
small expenditures that would hold open opportunities for social contact and 
constructive efforts. Surely the United States in the atomic age can do better 
by our aged citizens. 

In April 1958, average monthly benefits in current-payment status were as 
follows: 
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These amounts, compared to monthly expenses, are pathetically small. How 
far will they go in covering rent, household operation, food, clothing, transpor- 
tation, medical care, and other necessities? 

The Federal Government does not currently have information available on 
budget costs that can be used to evaluate these sums. However, the Health and 
Welfare Council of New York City has prepared budget standards adjusted from 
the 1948 budgets of the United States Department of Labor. The resultant very 
modest budget for a man and wife, both over 65, now costs $196 a month, or 20 
percent more than $162.80, the maximum amount now available to a couple as 
old-age benefits. 

Costs in New York are reasonably typical of those in other large cities, being 
higher than some and lower than others. While people may be able to live for 
less in some areas, the Nation cannot expect its elderly citizens to migrate to the 
country or small towns away from established homes, friends and relatives. 

The New York Health and Welfare Council budgets can be used for similar 
comparisons with single individuals or other types of families. For an elderly 
woman living alone, the budget costs $31 a week and about $135 a month, or close 
to three times the average benefit of $51 that a widow now receives. 

While some people receive more than the average, others of course receive 
less. One-third of all old-age beneficiaries receive under $50 a month and 
only one-third receive more than $75. 

It is erroneous to assume that other income typically makes up for deficiencies 
in benefit amounts. Data of the United States Bureau of the Census shows 
that many aged persons throughout the Nation have very low incomes. One- 
twentieth were without income in 1956. Of those with income, 62 percent 
received under $2,000 a year. 

In evaluating present benefit levels, one must consider also their relation 
to earnings. 

Benefits are based not on full-time earnings but on an average which may 
include periods of low earnings. The provision permitting the dropping out 
of five years of low or no earnings is of help to many but it is insufficient in 
other cases to overcome the effects of repeated periods of unemployment, under 
employment, or illness. 

The “average monthly earnings” on which benefits are based may thus be 
well below regular full-time earnings even for middle-income groups. For 
persons with earnings above $4,200 a year, the average is inevitably below 
their regular earnings since no more than $4,200 a year is credited to their 
accounts. 

The present formula gives a beneficiary $60.50 for the first $110 of his “average 
monthly earnings.” But only 20 percent of any additional average earnings are 
added to his benefit. Thus as earnings rise, benefits are a smaller and smaller 
percent of earnings. The maximum primary insurance amount of $108.50 
is only 31 percent of $350, the maximum average monthly earnings that can be 
credited under present law. For a person with higher earnings, benefits remain 
fixed at the same level and thus replace diminishing proportions of income. 

As levels of earnings have risen, the existing formula has thus become less 
and less adequate for persons with middle or high incomes. This lag is contrary 
to the American principle of having benefits reflect earnings and thus reward 
individual initiative and hel, meintain established standards of living. 

Other resources are often slight 

While some aged persons have supplementary private insurance or substantial 
savings to sustain their income, many do not. Our unions have made remark- 
able progress in many cases in securing private pensions through collective bar- 
gaining. They are justly proud of their accomplishments. Such private 
pensions, combined with old-age benefits, may yield an elderly couple an income 
of between $175 and $250 a month, but these figures apply to persons who have 
been fortunate enough to have regular employment and to be protected by union 
agreements. They also apply primarily to the higher-paid industries and 
occupations. 

Many person will have to continue to rely almost entirely on social security 
benefits. The man who loses his job before age 65 typically will lose his private 
pension too. People who become sick in their late fifties or early sixties suffer a 
reduction in their old-age benefits and very probably also forfeit all rights to 
private pensions. Many workers in their older years cannot find regular em- 
ployment even when they are healthy. Average annual earnings tend to decrease 
after age 55. 
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Private pension plans may be completely discontinued for various reasons, 
suddenly withdrawing protection which workers thought they had achieved. 
The organized hosiery workers, for example, were told by their employers in 
1954 that nonunion competition forced discontinuation of established pension 
plans. 

Substantial improvements in old-age, survivors and disability insurance are 
clearly needed if the people who are covered are to be assured of decent pro- 
tection. Social insurance, to be worthy of the name, must provide a decent 
level of living for persons who suffer various types of misfortunes, not merely 
for the fortunate ones with substantial supplementary resources resulting from 
unusually regular, well-paid employment and personal good fortune. 

It is essential to provide higher benefits both for persons now on the rolls 
and for those who apply in the future. Under the Forand bill, the average 
increase would be 10 percent, but with larger amounts at higher income levels 
reflecting the increased earnings ceiling which is an essential part of the bill. 
Raising the earnings ceiling to $6,000 

The new earnings ceiling for both contribution and benefit purposes would be 
$6,000 a year instead of the present $4,200. 

The new ceiling would mean that an individual with earnings above $4,200 
would have more earnings to his credit than permitted by the present law. 
When his “average monthly earnings” are calculated, his resultant average and 
therefore his benefit would be higher. 

The original law, in covering all the wages of 97 percent of covered workers, 
implied that the program should cover all of the wages of all but the very top 
earners. This principle is being undermined by the lag of the ceiling behind 
earnings, with consequent loss of income to the system and loss of protection 
for an increasingly large number of workers. If the ceiling were to cover the 
full earnings of the same proportion of workers as in 1938, it would have to be 
set at more than $8,000. 

Average annual earnings have kept rising year after year even though slowed 
down somewhat by periods of recession. The present $4,200 ceiling, enacted in 
1954, is well below average annual earnings in a number of basic industries. In 
1957 average annual earnings per full-time employee were as follows in major 
industrial divisions according to the United States Department of Commerce: 


| ET LAE ETE Sa a a $5, 216 
I ec bl Slanesgce dans adetcemtemepecianen omsenieneier 4, 821 
a a Rc his plip cnet nar aioe acinomae 4, 781 
a i tat ewan pnacnginintia rp amines ieee salts 5, 282 
COmeICRTIONE OI WEDNE MITIOS Kn ce inn teens 4, 812 


More detailed breakdowns, available for 1956, reveal the following averages, 
which will presumably be higher for 1957: 


I es otnstioeeictedni ce guanine oewgainns $5, 446 
Transportation equipment except automobiles______-______-__-----_--~-- 5, 463 
Automobiles and automobile equipment_____._._-____---__-_____--_------ 5, 443 
a  cecpgrensncrarene-geienmranmpentaesches wares 6, 305 
a an en iseicepanptaberencas gepinptareouneiae 5, 955 


For all private nonfarm industries, the 1957 average was $4,323. This of 
course includes all the low-paid occupations, including those where a large pro- 
portion of women workers are employed. 

The Social Security Administration has estimated that in 1957 nearly 3 out 
of 5 male workers with earnings in four quarters had earnings above $4,200. 
If data were available on male workers who were employed full time, the pro- 
portion would be higher. 

For the substantial majority of men who work regularly and whose earnings 
exceed $4,200, differences in earnings obviously do not result in differences in 
benefit amounts. Thus we are tending toward a flat-benefit system rather than 
one that reflects earnings and living standards. 

The present maximum benefit of $108.50 is only 21.7 percent of average monthly 
earnings for the person with an income of $6,000 a year. 

Because of the present $4,200 cut-off point, only about 80 percent of payrolls in 
covered employment: are now taxable for OASDI purposes. The proposed in- 
crease in the ceiling would bring in larger revenues that would more than offset 
the additional benefits paid on earnings above $4,200. 
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Higher monthly bene/its 

H. R. 9467 is directed at increasing benefits 10 percent on the average, both 
or persons already on the benefit rolls and for those who apply in the future. 

For persons now on the benefit rolls, the increases would be brought about 
through use of a new conversion table. From $5 to $10 would be added to each 
primary benefit, and additional amounts would be permitted for families. Table 
1 illustrates the resultant changes in benefits for persons already on the benefit 
rolls. 


TABLE 1. Illustrations of changes in monthly retirement benefits provided by 
H. R. 9467 for persons who are already on the benefit rolls 


A. SINGLE RETIRED PERSONS 


If the monthly benefit is now: The new benefit will be: 
$30. 00 $35. 00 
67. 90 74. 20 
78. 50 85. 80 
88. 50 96. 80 
98. 50 107. 80 
108. 50 118. 80 


B. RETIRED COUPLES (BOTH AGED 65 OR OVER) 


If the monthly benefits now total : The new benefits will be: 
$45. 00 $52. 50 
101. 90 111. 30 
107. 80 128. 70 
132. 80 145. 20 
147. 80 161. 70 
162. 80 178. 20 


For persons who go on the benefit rolls in the future a new benefit formula 
would be applied. The primary insurance amount would be 60 percent (instead 
of 55 percent) of the first $110, plus 22 percent (instead of 20 percent) of the 
remainder, with a minimum $5 increase over present levels. 

The resultant changes are shown by table 2. This table reflects not only the 
changes in the benefit formula but the higher family maximum—and the increase 
in the earnings ceiling to $6,000 a year or $500 a month. 


TABLE 2.—Improvements which H. R. 9467 would mean for persons who go on 
the benefit rolls in the future 


For a retired worker, For an aged couple? | For his widow and 2 
the monthly benefit— | or widow and 1 child—| children the monthly 

If average monthly earnings ! | | monthly benefit— 
have been 








Now is— | Will be— | Now is— Will be— | Now is— Will be— 
nlthssse Dita Pi ’ picasa teisexes | ses ain —| sapsdo— hdl ee 
$50 aes $30.00}  $35.00| $45.00| $52.50} $50.20 $55. 20 
100 a , 55. 00 | 60. 00 | 82. 60 | 90.00 | 82. 60 90. 00 
150... me 68. 50 | 74. 80 | 102. 80 | 112. 20 120. 00 120. 00 
200__. 78. 50 | 85. 80 | 117. 80 | 128. 70 | 157. 10 160, 00 
250... . ‘ ; 88. 50 | 96. 80 132. 80 | 145. 20 | 177. 20 193. 60 
300___- 2ptedtoastends its 98. 50 | 107. 80 | 147. 80 | 161. 70 | 197. 10 215. 60 
350... a id si ti 108. 50 | 118. 80 | 162. 80 | 178. 20 | 200. 00 237. 60 
400_- : 108, 50 129. 80 | 162. 80 | 194. 70 | 200. 00 259. 60 
450 LK Ey 108. 50 140. 80 | 162. 80 | 211. 20 | 200. 00 281. 60 
OG is 8oaat ora cs 108. 50 | 151.80 | 162. 80 | 227. 70 200. 00 303. 60 


! After 1950 and ‘‘dropping out’’ years of low (or no) earnings as now provided and as proposed. 
2 Both aged 65 or over; benefits less for wives aged 62-64. 


For persons with $100 to $350 of average monthly earnings, benefits would 
be increased from 9.1 to 9.5 percent. When earnings average more than $350 
a month, larger increases would result, reflecting increased contributions. 

Other methods could be devised for providing a 10-percent increase in benefits. 
This particular proposal does so in a uniform and practical manner. 
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A general 10-percent increase is needed 


We strongly urge your committee to recommend at least a 10-percent increase 
in primary insurance amounts for persons now on the rolls and for future 
beneficiaries. The cost of living has risen by 8 percent since 1954 when the 
present benefit provisions were enacted. But benefits should not merely be 
held at constant levels in terms of purchasing power. The aged, as well as 
other citizens, should share in the fruits of rising productivity. Levels of 
living rise continuously as productivity rises. Even the more conservative 
estimates agree that the long-time trend in output per man-hour results in at 
least a 2-percent increase on the average each year. The last economic report 
of the President shows that from 1954 to 1957 output per man-hour increased 
by more than 7 percent. This is apart from changes in price levels. Thus any- 
thing less than a 10-percent increase in benefits for persons already on the rolls 
would mean they were lagging far behind the improved levels of living enjoyed 
by other members of the population. 

Persons who have continued working regularly have shared in the increased 
productivity if it has been reflected in their earnings, as is commonly the case. 
But as earnings have risen, the new dollar levels have tended to make the old 
formula out-of-date. For the average worker, the restriction in the benefit 
formula to 20 percent of average monthly earnings above $110 operates in- 
creasingly to reduce actual benefits as a percent of earnings. The ceiling of 
$4,200 has an even more restrictive effect at higher income levels. 

Thus future beneficiaries would in part merely be aided by the Forand bill 
to ebtain as good benefits as were enacted in 1954. In part, the new provisions 
would result in an actual liberalization for such persons. Organized labor 
believes, as our convention resolution indicates, that more adequate benefit 
levels should be provided by the social-insurance program. Our members’ 
desire for more security is shown by their support not only of this legislation 
but of improvements in private social-security plans. The national social- 
insurance system is the most economical and reliable mechanism for attaining 
their goal. 


More liberal maximums for families 


The provisions of the bill in regard to family benefits were explained by 
Mr. Forand in his statement to the Congress last August. Present limitations 
would be relaxed so that all families now on the rolls would receive at least 
$5 more. For future beneficiaries, the ceiling on total family benefits would 
be raised from $200 to $305. The relationship of this new family maximum to 
the highest primary insurance amount is comparable to actual ratios exacted 
in the past: 1.88 in 1950, 1.99 in 1952, 1.84 in 1954. Even the new maximum 
would of course hold maximum family benefits substantially below 80 percent 
of average monthly earnings. At the $500 level, the maximum would equal 
61 percent of average monthly earnings. 


Additional years of dropout 


The bill wisely provides for additional years of dropout for persons long 
covered by the program. At present 5 years of low earnings, or no earnings, 
may be dropped in calculating average monthly earnings. H. R. 9467 would 
permit dropping one additional year for every 7 years or 28 quarters of covered 
employment. 

This proposal would in general increase the calculated “average monthly 
earnings,” thus tending to raise benefit levels. 

Some such provision is needed since otherwise no person reaching retirement 
age before 1997 could draw the new maximum old-age benefit. Until then, 
years in which earnings credits were limited to $4,200 would have to be averaged 
in with higher amounts. For persons reaching retirement age in 1963, for 
example, the actual maximum obtainable otherwise would be 90.6 percent of 
the theoretical maximum of $151.80. 

The dropout proposal follows patterns already enacted by Congress. For 
persons attaining retirement age in 1955-58, average monthly earnings are 
computed on the basis of the best 2 years, using the privilege of dropping out 
5 years. The proposal of additional years of dropout would continue this 
2-year basis through 1961 for persons covered each year after 1936. Such 
persons could then attain the new maximum in 1961, assuming the $6,000 
ceiling becomes effective for 1959. Persons first covered in 1951 or later would 
have to wait longer but not as long as if no additional dropout were permitted. 

It is reasonable to relate dropout years to years of coverage since the latter 
reflect contributions. 
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@ 
New health benefits for the aged and survivors 


I should like now to invite your attention to the sections of the Forand bill 
that would provide insurance against the cost of hospital, nursing home, and 
surgical services to all persons eligible for old-age and survivors benefits or 
‘who would be eligible if they applied. 

The bill wisely is directed to meeting the costs of such services rather than 
to providing them directly. There is no justification for alleging that the 
bill would result in Government-controlled health care. Government control 
has not resulted from the Hill-Burton Hospital Construction Act, from medi- 
care, or similar programs. 

Great interest has been shown in the health proposals of the Forand bill 
both by our own members and other groups. We hope your committee will 
recommend such health benefits to help millions of Americans deal with the 
very difficult problems resulting from large medical bills. Surely enough ex- 
perience and evidence are at hand to permit immediate action. 

Many studies of the health problems of the aged have been made in the last 
decade and are available to your committee. Additional data are on hand 
from studies of the United States Public Health Service and from private groups. 

It is clear that the majority of aged persons, in case of serious illness, have 
great difficulty in paying for good health care. We shall discuss the aged 
especially, but the Forand bill properly would provide similar protection for 
widows with young children. They need and deserve an assured method of 
paying for these medical services since they will have many other difficult 
problems to deal with after the father’s premature death. 


Most aged persons lack health insurance 


Only a minority of persons aged 65 and over have any health insurance 
protection today. The United States Public Health Service, in its September 1956 
survey, found that only 36.5 percent had some form of health insurance. This 
figure replaces previous estimates of 50 percent, a figure which unfortunately is 
still erroneously used. Nearly 2 out of 3 aged persons were found to have no 
form of health insurance whatever. 

Nearly 6 million of the aged were living in families whose total incomes were 
under $3,000, and 7 out of 10 of these aged persons had no health insurance 
protection whatever. Of the 2.4 million aged persons not in families, half 
had incomes under $1,000, and only one-fifth of this half had any health 
insurance. 

These and other results of the 1956 survey are contained in a research and 
statistics note published on June 11, 1958, by the Division of Program Research 
of the Social Security Administration under the title “Health Insurance in 
the Population 65 and Over.” 

From 1952 to 1956, the proportion of the aged with some form of health insur- 
ance increased at the rate of about 2 percent a year. Presumably the recession 
has tended to retard the rise. In any case, it cannot be assumed that because 
people who are well off have bought increasing amounts of health insurance, 
those with smaller incomes will in time do the same. It is important to recognize 
the substantial differences in economic status that exist and must be expected 
to continue. 

In assessing statistics on the extent of voluntary health insurance, one must 
remember that any type of insurance is included, no matter how poor. It may 
cover only a few weeks of hospital care each year. It may be cancellable by the 
commercial company. All protection may end when a lifetime ceiling is reached. 
To say a man owns property does not mean that he is well off. Similarly, to say 
that he has health insurance does not mean that he has anything like adequate 
protection against the costs of expensive illness. 

Opponents of the Forand bill claim that commercial insurance is adapting its 
practices to meet the needs of the aged. We have yet to see any evidence that 
this is substantially true. In view of the stir that the Forand bill has created, 
we are sure that the commercial companies would by now have developed new 
programs for the aged if they could and were going to. 

The approaches that they have already made may help certain groups, especially 
those with high incomes. But little or nothing has been accomplished in reaching 
the great majority of older people who cannot afford the high premiums which the 
commercial companies charge for noncancellable policies or those that are guar- 
anteed renewable. 
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A comprehensive study entitled Voluntary Health Insurance and the Senior 
Citizen was published this year by the Superintendent of Insurance of New York 
State. This report contains much material on the limitations of existing insur- 
ance policies. Thus, “about one-fifth of the employees under group contracts 
have the right of conversion at termination of employment or retirement” (p. 29). 
The premiums charged on conversion are high (p. 101). Out of total United 
States business, only 30 percent of the persons covered by group medical care 
contracts had retiree coverage (p. 25). 

Among the nearly one and a half million persons covered by individual medical 
care policies, 80 percent had policies that could be canceled by the company, and 
19 percent additional persons had policies that were guaranteed renewable or 
noncancellable only up to a certain age (p. 35). Only 1 percent had protection as 
permanent and assured as would result from the Forand bill. 

Perhaps your committee will be able to obtain from spokesmen for the insur- 
ance industry additional specific information on the extent to which aged persons 
are in practice able to obtain commercial insurance protection that cannot be 
panceled and that stays within their financial abilities. 


Limitations of private insurance 

It must be recognized, however, that commercial insurance, as it has operated 
in the past, has followed certain practices that make coverage of the aged ex- 
tremely difficult. Here, of course, one must differentiate between the major types 
of private carriers, namely, the commercial companies, and the nonprofit pre- 
payment plans, notably Blue Cross (hospitalization) and Blue Shield (medical 
services). 

Most commercial companies do not sell insurance to individuals past a given 
age. The most common limit is at about 60 years. Even when age is not a 
barrier, an individual who applies may not meet the medical tests. If he does, 
a list of preexisting conditions may be excluded from protection, and later claims 
may therefore be denied. The carrier may cancel policies after large claims are 
made, or coverage may become meaningless when payments reach lifetime ceilings. 

Individual policies are inevitably expensive. Each firm has its own selling 
force, its own records and staff, its own reserves, all of which must be paid for 
before profits can result. Total benefits paid under individual accident and 
health insurance generally average not more than one-half of premiums. 

Premiums are not related to earnings but are fixed regardless of income. 
Since individuals who elect coverage are most likely to have heavy medical costs, 
the commercial companies set charges on the assumption of a high rate of use. 
Because they use more medical care, older persons are charged more than 
younger ones though their incomes are less. 

Group insurance avoids some of these drawbacks. But group insurance ordi- 
narily depends on continued membership in the group. When employment ends 
through choice, layoff, retirement, or death, a family usually loses its group 
protection. Even if conversion to individual insurance is permitted with the 
same benefits, premiums usually rise. They may become prohibitive; they may 
drain resources required for other essential purposes. 

The nonprofit prepayment plans also encounter great difficulties if they attempt 
to cover the aged. Some plans seek to cover individuals after 65 but others 
frankly exclude them. 

Under the State laws these plans cannot let people pay during their working 
years for care in their old age. Premiums must be collected currently. They 
cannot be related to income. Reduced rates can be obtained only by choosing 
more restricted coverage. Some plans do not pay for more than 21 days of 
hospital care. 

Rates for individual coverage of aged persons typically come to $10 a month 
for hospital and surgical care for a couple. The difficulty of paying them is 
increased when payment on a quarterly basis is required; $30 is a large 
sum to save out of meager pensions. 

Group rates are somewhat lower, averaging about $8 a month for hospital 
and surgical care. But group coverage usually ceases to be available upon 
retirement or loss of employment. 

Sometimes it is continued under the terms of a collective bargaining agree- 
ment or on a company’s initiative. Sometimes the retired couples do not have 
to pay the cost themselves. Part or all of it may be borne by the other union 
members or the employer. But this type of protection has been extended to only 
a minority of the aged, most commonly to those fortunately situated where unions 
are strong and income high. 
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Blue Cross is encountering increasingly difficulty in covering retired workers 
as hospital costs keep rising. Substantial rate increases have been requested 
or effectuated recently in many areas. Indeed the figures just quoted on typical 
charges are probably too low since they are based on a compilation made last 
year. 

Sometimes these rate increases have been especially hard on older workers. 
The Hospital Service of California, for example, recently increased individual 
charges by 25 percent, to $34.95 a quarter for a couple. It also substantially 
reduced benefits for the ager limiting their hospital protection to 21 days a 
year and limiting their surgical benefits to 75 percent of the scheduled amount. 

With stiff competition from the commercial companies, Blue Cross. plans are 
increasingly using experience rating, adjusting charges for a group to the amount 
of care it requires. This discourages continued coverage for retired workers 
since their greater need for hospital and surgical care leads to larger rates. 
The limited function of relief 


We do not believe that public or private charity is an appropriate measure 
on which to rely for meeting health needs of the aged. Relief should be avail- 
able as a last resort, and we have already testified in favor of larger Federal 
grants for this purpose. But our members, like other Americans, want to rely 
on benefits that are payable as a matter of right without a means test. Our 
members are glad to make contributions for this purpose. 

State programs of public assistance characteristically apply some test of need. 
Relief budgets are kept at minimum levels, and any income an individual has 
must generally be subtracted in calculating the relief allowance. In many 
areas, individuals to obtain public assistance, may have to exhaust virtually all 
their savings, give up much of their life insurance, sell a farm they may own 
or put a lien on their home. In addition, lengthy residence in the community 
is often required. The Federal public assistance program permits States to 
refuse aid to persons who have not lived at least 3 years in the State. 

Many hospitals and doctors have their own ways of determining whether 
applicants for care can meet basic charges. Many city hospitals exist where 
good care can be obtained when necessary by persons with low incomes. But 
our llembers, both for themselves and for their aged parents, prefer the in- 
surance approach under which they contribute and obtain benefits not on the 
basis of charity but as a matter of right. 

We are sure that the majority of the American people agree with the AFL— 
C1O that programs to meet health needs of the aged cannot be built primarily 
on a means test. 

The specific provisions of H. R. 9467 

The provisions in regard to new health benefits, as spelled out in H. R. 9467 
and described in Mr. Forand’s statement of August 30, 1957, would establish a 
practical framework built on existing patterns now utilized by private and 
Government programs. 

The Secretary of the Department of Health, Education, and Welfare would 
consult with an Advisory Council before making basic regulations. The Bureau 
of Old-Age, Survivors, and Disability Insurance would use its existing record- 
keeping system to certify eligibility, to issue insurance cards, and the like. 

Aged beneficiaries would in effect receive paid-up hospital and surgical in- 
surance for life. Although hospital care in any 1 year would be limited to 60 
days and certain types of care now publicly financed would be excluded, the 
amount of insurance provided would be sufficient to pay for the cost of most 
illnesses for most people. The coverage would continue year after year, con- 
trary to common practices in private insurance. For individuals who are no 
longer working, no further contributions would be necessary. 

Widows would have similar reliable protection so long as they had young 
children in their care. 

The benefits are of course limited to hospital, nursing home, and surgical 
services. Thus, individuals would still have to find other ways of paying for 
home and office care, in-hospital medical care, and drugs not provided by the 
hospital. But these exclusions emphasize the importance of at least having 
some reliable method of paying for the services covered by the bill. 

By including payment for skilled nursing home services, the measure en- 
courages the development of alternative methods of looking after patients who 
no longer require hospitalization. Skilled nursing homes with high standards 
are far too scarce today. This measure, along with the Hill-Burton Hospital Con- 
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struction Act and other legislation, would help to overcome a serious gap in 
our health facilities. 

tach hospital, nursing home, surgeon, and dentist would decide whether to 
participate in the program. Agreements would be negotiated between the 
Department of Health, Education, and Welfare and the providers of services 
as is done now under various private and public programs. No institution or 
physician would be forced to enter into an agreement. However, we believe 
the bill is wise in providing that patients shall not be billed for additional sums 
for the services that are being paid for. We do not want to see additional 
charges levied on patients as has occurred under so many private health in- 
surance plans including many of those established under collective bargaining. 

So far as the patient is concerned, relationships with his private physician, 
specialists, and institutions would continue much as at present. Physicians 
would have to certify that hospital or nursing home care was required. The 
patient would have free choice among all hospitals and practitioners who wished 
to join in the program. This is the same type of arrangement as exists now 
under Blue Cross and Blue Shield plans. 

Specific safeguards are included against Government interference with medical 
practice or the operation of hospitals and nursing homes. Thus, one clause 
reads: “No supervision or control over the details of administration or opera- 
tion, or over the selection, tenure, or compensation of personnel, shall be exer- 
cised under the authority of this section over any hospital or nursing home 
which has entered into an agreement under this section.” 

Experience has shown that the provision of Federal grants can be of great 
value and yet not result in Federal control or supervision. The National In- 
stitutes of Health make many grants to private institutions which have resulted 
in very constructive research. The Hill-Burton hospital construction program 
has been utilized for building facilities for many of the very same institutions 
whose services would be paid for under H. R. 9467. The United States Chil- 
dren’s Bureau has provided funds for years under its various programs, and 
recently the medicare program of the Defense Department has added new 
patterns. Throughout the Nation, welfare departments make agreements for 
the care of persons receiving assistance. While some opposition to these pro- 
grams exist, by and large they have demonstrated their value to the great 
majority of Americans, and they have not resulted in the control—much less 
the socialization—of medicine. 


Relation to voluntary organizations 

The Secretary of the Department of Health, Education, and Welfare would 
be authorized to utilize the services of private, nonprofit organizations in the 
administration of the program to the extent that he determines “that such 
utilization will contribute to the effective and economical administration of 
this section.” In deciding on such utilization, the Secretary would undoubtedly 
consult with representatives of the nonprofit organizations, perhaps through 
the Advisory Council. 

The language of the bill appears to limit the extent to which he may use 
voluntary organizations. We do not believe the health protection contemplated 
would be in any way weakened if he were given more leeway. It might indeed 
be improved. , 

Far from injuring the nonprofit organizations as has been charged, the bill 
would actually aid them. Blue Cross and Blue Shield, relieved of the additional 
burden of higher costs for covering the aged, would be better able to compete 
with commercial insurance companies which are increasing their share of total 
business. 

Hospitals, as well as Blue Cross, would gain from the shift to the insurance 
rolls of persons who now must turn to public assistance for medical care. We 
were interested in the testimony of Dr. Steinberg on June 19 in behalf of the 
American Hospital Association on a relevant point. He told your committee: 
“By and large, hospitals throughout the country are not adequately reimbursed 
by Government for services rendered to the indigent. There are, in fact, only 4 
or 5 States which are reimbursing hospitals in amounts approximating costs. 
In the rest of the States, even where vendor payments are made, they are usually 
wholly inadequate in amount. This situation has imposed financial hardship 
upon hospitals, and through them upon the paying patients they care for who are 
required to absorb such losses. This of course contributes toward the increased 
costs of hospital care.” 








SOCIAL-SECURITY LEGISLATION 765 


Eligibility provisions 

Some concern has been expressed, especially by the board of trustees of 
the American Hospital Association, about the eligibility provisions embodied 
in H. R. 9467. The health benefits are made available not only to persons who 
are actually drawing monthly benefits but to aged persons and survivors who 
would be eligible for monthly benefits if they applied. By not making a dis- 
tinction between these two groups, the bill would facilitate administration and 
avoid giving aged persons a strong incentive to retire and draw cash benefits 
in order to be sure of being eligible for the health benefits. 

This seems wise to us. However, we consider this a very minor aspect of 
the bill. Presumably other eligibility provisions could be developed that would 
be administratively feasible. But we wonder whether those who object to 
covering persons still at work would not continue their objections even if the 
eligibility provisions were altered. 

One full year would elapse after enactment before the health benefits would 
become payable. This period should prove sufficient not only to develop sound 
administrative procedures but also to permit adaptation of existing private 
insurance to the new legislation. Since the Federal benefits would become avail- 
able whether or not an individual had private insurance coverage, existing plans 
would presumably be changed in recognition of this fact. They could reduce 
their charges in view of the decreased loads or they could add new types of 
service, such as home nursing care. 

Cost and financing 


The AFL-CIO, in accordance with organized labor’s well-established position, 
supports sound financing of the old-age, survivors and disability insurance sys- 
tem. We have always supported sufficient increases in contributions to meet 
estimated future costs. The existence of a $22 billion trust fund should not 
make people feel that they can get benefits without paying for them. 

The Forand bill provides for the addition to contributions of one-half percent 
of payroll for employers and employees and three-fourths percent for the self- 
employed, following established patterns. 

We asked the Commissioner of Social Security for estimates of the probable 
cost of H. R. 9467 so we might judge whether increases would be sufficient to 
meet added expenditures. 

The data he has furnished indicate that the added cost will probably be about 
1 percent of payrolls on an intermediate cost basis. 

Enactment of the bill would, therefore, continue the financing of the trust 
fund on a sound basis and would not either prove too costly or endanger the 
ability of the old-age and survivors insurance system to pay the benefits that the 
Congress has already enacted. 

The estimates of cost are based on the same assumptions used in other cost 
calculations of the Social Security Administration. They necessarily also involve 
assumptions as to the amount of medical care that would be utilized and its 
average unit cost, with allowance for future changes. Basic data on these 
points are contained in a memorandum of the Division of Program Research 
of the Social Security Administration, dated January 20, 1958, entitled “Basic 
Cost Calculations Relating to Proposals to Provide Hospitalization and Other 
Medical Care Services to OASDI Beneficiaries.” This memorandum presents 
valuable analytical material, including a summary of available data on untiliza- 
tion of health services. 

Extravagant charges have been made as to the effects of rising medical costs 
on projected outlays. The memorandum points out certain offsetting factors, 
such as decreased utilization and rising levels of earnings that will augment 
contributions. 

vur members have been greatly concerned by the rapid rise in hospital rates, 
doctors’ fees, and prepayment rates. We realize that these trends partly reflect 
improved services and long overdue pay increases for hospital personnel. We 
hope the health professsions will make more vigorous efforts to control un- 
necessary rises that reflect wasteful and obsolete practices or unwarranted 
charges. 

The problem of rising medical costs is a serious one for the voluntary plans 
and for the entire Nation. They will be a problem for both private and public 
insurance plans, Costs will be no higher as a result of the Federal Government 
providing an insurance mechanism to meet them. On the contrary, we suggest 
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that a Federal program, sponsored by the Federal Government, is better able to 
grapple with resultant cost problems than the individual citizen or most voluntary 
plans. 

We do not support proposals for discouraging use by making patients pay part 
of the charges. Among the middle and lower income groups, many persons are 
reluctant to visit doctors. Many have a hard time making ends meet. An outlay 
of $5 for a doctor looms large. 

Our goal is to encourage preventive medical practices, which rely on early 
diagnosis. Any financial barrier to medical care thwarts this objective for a 
substantial number of persons. 

The higher contribution rates provided by H. R. 9467 would become effective 
on January 1, 1959. The benefit increases would go into effect 3 months after 
enactment or perhaps by November 1. Initiation of the health benefits would 
require considerable administrative planning for which a year is provided. 
Conclusion 

We have now had 23 years experience with contributory social insurance as 
a method by which the people of this country through sharing and anticipating 
certain contingencies cushion their impact when they occur. This system is 
working. It is invaluable to the more than 11 million current beneficiaries. It is 
at present proving a bulwark not only against economic distress in cases of 
individual loss of earned income but against the shock of recession for the 
economy as a whole. 

The people of this Nation like social insurance. They have demonstrated they 
are willing to accept the responsibilities that go with the security the system 
affords by willingly paying the increased contribution rates that broader benefits 
entail. With this tested and acceptable system at hand, we still have unmet 
needs for large groups among our people—needs that lend themselves readily 
to the remedy of social insurance. 

What the AFL-CIO urges this committee to do is simply to initiate in this 
Congress the action that will apply the proven remedy to the present need. 

Mr. CrurgksHanx. Thank you. 

I would just like to comment on parts of the statement and perhaps 
summarize it rather hastily, but it will be in the record for your full 
study and perusal. 

It is our hope that the committee will recommend a social security 
bill to the House which will include substantial improvement in old 
age, survivors, and disability insurance. We know that there is oppo- 
sition. The administration has asked for delay and further study, and 
that the insurance industry and some others are opposing the action. 
But we feel that as representatives of those who are the beneficiaries of 
this system, or at least the largest single organized group of the bene- 
ficiaries of the system, there is a very real need on the part of the 
orn of this country for the added protection that can be afforded 

y a broadened and improved OASDI system, and that there is no 
occasion for further delay in making some of these improvements. 

Our basic policy, from which we are speaking and on which this 
statement is drawn, depends on a resolution which was unanimously 
adopted by our ultimate policymaking body, the convention, which 
met in December 1957, and included in this statement, which you have 
agreed to introduce into the record, is the text of that rather com- 
eae resolution on the recommendations in this area approved 

y our organization. That text runs through page 3 of the state- 
ment which is before you. 

So I will proceed to comment and summarize beginning on page 4 
of the testimony that is before you. 

The needs that we see in this field are long-term needs. They result 
from certain inevitable lags in providing improvements in the system, 
but they are sharpened and accentuated by the present recession. 
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Certainly, more people have retired from active employment than 
would otherwise have retired, and as one of the members of your com- 
mittee just indicated by a question of a previous witness, this has been 
indicated by increased drains on the fund or withdrawals from the 
fund, because a higher number of people have retired. 

Also, the peculiar aspects of this recession, with a rising cost of 
living accompanying rather severe unemployment, have accentuated 
the inadequacy of certain parts of the program. 

The longer this recession continues—and of course, none of us know 
how long it is going to continue—certainly, the greater the drain on 
savings and other resources of retired workers will be. Also, of 
course, the greater the dependence upon the system of old-age and 
survivors’ insurance. 

We will deal here primarily with the Forand bill, H. R. 9467, 
since it embodies our main objectives for action this year. 

Of course, it duplicates many recommendations that are contained 
in other proposals that are before your committee. 

A number of our national and international unions that have a par- 
ticular problem, such as those in service trades where a large part of 
income is in tips and gratuities, are presenting their views, either 
have presented or will present them, and we certainly support their 
position, as we do with those who are asking for provisions that 
would permit the coverage of State and local employees, including 
extension of the division vote privilege to all States. We certainly 
support those views of our affiliates. 

I would like to spek for a moment on the question that begins on the 
bottom of page 4 here, on the Advisory Council, because a number 
of comments have been made on the function of the present 1956 
Advisory Council, starting with the presentation of Secretary of 
Health, Education, and Welfare, Mr. Folsom. 

Tam a member of that Council, and as a member and as one who had 
the privilege of working with this committee on the amendment in 
1956 which set up the Council, I want to remind the members of the 
committee that the purpose of this Council, its area of responsibility 
and its function are quite limited, and they were consciously limited 
by this committee in a way that we felt was completely justified and 
wise. 

When the amendment was originally discussed with members of this 
committee, it included a provision for the review of benefit adequacy. 
But as the bill came out, reported by the Ways and Means Committee, 
that was stricken. So it is now by statute a committee on financing. 

When this Council first met in November with the Secretary of 
Health, Education, and Welfare, he also pointed out that the functions 
of the Council were limited to financing matters, and the constituency 
of the committee in large part reflects this purpose. 

A formal statement of the purpose of the Council was given to each 
Council member by the Secretary of Health, Education, and Welfare, 
in which it was carefully stated that it was only the fiscal aspects of 
the program that were within the purview of the Council. And every 
Council member fully accepts this. This was a part of the legislative 
history that gave the Council its statutory authority. 

But is seems to me that now it is just not quite cricket to come in and 
say in regard toa Council whose function is so carefully delineated both 
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by the statute that set it up and by the interpretations of its functions 
by the Secretary of Health, Education, and Welfare, that any action 
on benefits should await the decision of this Council which is precluded 
from studying benefit adequacy. 

Of course, ae and financing are inseparable in many ways. 
But since this Council has been set up purposely, consciously, and 
certainly advisedly by this committee, with its actions approved by 
both the Houses, strictly limited to the questions of financing, it seems 
to us quite clear that it is not necessary to wait for the action of this 
financing council to do anything about the inadequate benefits and to 
improve the types of protection afforded under the program. 

I can assure you that your committee and Congress will have no 
advice coming trom this Council on the subject of benefits. We have 
been precluded from taking up that matter. 

Advisory councils over the past history of social security have had 
a very important and corstructive role to play. We in the AFL-CIO 
are always ready to participate in such attempts to develop a meeting 
of the minds by the various segments of our community. Everyone 
has an interest in this program. The beneficiaries, whom we feel that 
we represent primarily, of course have a great interest in it. The 
employers who pay half of the tax, of course, have a legitimate interest. 
The public has an interest, as the impact of this broad program has 
very far-reaching effects on the whole economy. The self-employed 
as a group, since the extension of coverage, have a very definite interest 
in it. So every advisory council should include all of these people 
who have a particular interest in the program. And past experience 
has shown that they can come forth with constructive programs. 

However, I am sure that the record also shows that Congress does 
not necessarily have to wait for the word of any advisory council, 
since every Congress since the 74th has made some amendments to 
the Social Security Act, and in 1952 and 1956 Congress made substan- 
tial improvements in the program without waiting for the action 
of any advisory council. 

The Secretary’s suggestion that we hold back and do nothing for a 
while until this council can report seems to me to be against the trend, 
because advisory councils have recommended broadening and improv- 
ing the programs, how to broaden them, how to improve them, how 
to extend coverage, and this seems to me to be putting the council 
to the use of how to hold back the program, which is certainly against 
what the experience of the advisory councils has been. 

However, we would have one suggestion to make. We believe that 
there is a place for continuing councils that are broadly representative 
of the various interests in social security. But we would suggest that 
such councils should be advisory in some way to the committees of 
the Congress that really write this program, rather than just to the 
administrative body. Ceahinke: this committee, with its particular 
and peculiar constitutional responsibilities toward any measure of 
this kind, should have something to say about the appointment of 
the council to whom it reports, how it is made up, and all. We think 
that there should be some change in advisory councils so that they 
serve directly the committees of Congress that are involved. If they 
can be helpful in developing sound legislation in this area, and making 
suggestions to those of you who bear that real responsibility, we would 
of course be glad to serve on any such council. 
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Now moving to page 6, we begin there to summarize the provisions 
and comment on the various proposals that are in the Forand bill 
H. R. 9467. I will speak of the three broad areas: (1) The area of 
benefit increases, (2) the new type of protection proposed against 
the cost of hospitalization and surgical care for beneficiaries under the 
system, and (3) the proposals for financing. These lines cannot always 
be drawn sharply, but under those main headings I will make my 
comments. 

Under benefits, first we dwell, on page 6 and following, on the 
need for benefit increases. There in the middle of page 6 you will 
note a table of the April 1958 average monthly benefits in current- 
payment status. You will note the old-age benefit, for example, is 
only $65.41; the wife’s or husband’s, $34.71; and we detail them on 
down. The disability benefit after deductions, for workmen’s com- 
pensation primarily, is $74. For those who have no deductions, the 
total disability payments are averaging about $82 a month. 

So, when we take these average monthly payments, benefits, com- 
paring them to the monthly expenses, they are pathetically small, 
particularly in view of rising costs. 

Unfortunately, the Federal Government does not currently have 
up-to-date information on budget costs, and we have to turn to other 
sources to find what are the budgeted costs of retired couples and others. 
We recite here the information that has been gathered together by the 
agency in New York, the Welfare Council of New York. It shows 
that a modest budget for a man and wife, both aged 65, is now $196 a 
month, 20 percent more than the $162.80 which is the maximum— 
not the average—but the maximum now available to a retired couple, 
both over 65. 

We cite further figures here from the New York Health and Wel- 
fare Council for a basis of comparison with the benefits. In each 
instance, this, as other sources, shows that the benefits for retirement 
under social security are not adequate compared to costs. 

We would like to point out that even among the persons now being 
awarded benefits, on the most current and recent wage records, benefits 
are often also very low. We have just asked for data from the Bureau 
of Old-Age and Survivors Insurance, and it shows that in 1957, 42 
percent of the old-age benefit awards to men were less than $70 a 
month, 

Tens of thousands of aged wives and aged dependent husbands are 
awarded benefits each year on the basis of wage records of insured 
workers who died years ago. In 1957, 44,000 such benefits were 
awarded based on earnings of workers who died in 1950 or earlier, 
and 38,000 on earnings of workers who died between 1951 and 1954. 
So these people could not take advantage of the recent improvements 
in the benefit formula. 

These figures and other similar data strengthen our conviction 
that an increase in benefits for persons who were on the rolls before 
1954 would by no means remedy the present deficiencies in the program. 

It is also a mistake, we feel, to assume that other income typically 
makes up for deficiencies in benefit amounts. Data of the United 
States Bureau of the Census show that many aged persons throughout 
the Nation have very low incomes. We support that by detailed 
figures here, which I will not take time to read, citing only that one- 
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twentieth were without any income in 1956, and 62 percent received 
income under $2,000 a year. 

The average monthly earnings on which benefits are based may be 
well below the full-time earnings for middle-income groups. When we 
make these averages, we penalize workers often because the average is 
based on a figure which cuts off all his top and high earnings. Con- 
sequently, the average wage with the $4,200 maximum is not a true 
average of his earnings and his earning capacity, but it is the average 
on which his benefits are computed. 

We note also that the analysis and studies that have been made 
of other resources of retired people and survivors are often very, very 
slight. Some aged persons, of course, have supplementary private 
insurance or substantial savings, but not many of them. Our unions 
have made remarkable progress in many cases in securing private 
pensions through collective bargaining, and they are justly proud 
of their accomplishments. But such private pensions, cideabionsi with 
old-age benefits under social security, characteristically yield an elderly 
couple an income of between $175 and $250 a month. 

So this basic floor is also a ceiling for a very large proportion of the 
people who have depended on their earned income for their livelihood 
and who have no other resource when their retirement time comes. 

We feel that it is essential to provide higher benefits both for the 
persons now on the rolls and those who apply in the future. There 
are several ways in which the bill, as you know, provides for an increase 
in benefits. 

One of them is by raising the earnings ceiling to $6,000. To some 
that seems like quite a jump, but it is quite a jump only because there 
has been a lag in the improvement of the wage structure of social 
security—that is, wages counted toward benefits and wages taxed— 
since the program has been in effect. 

In 23 years, there have been only 2 moves for increasing the wage 
base: First, to $3,600, and then to $4,200. So there has been quite a 
lag. There have been other improvements in the program that have 
gone ahead of this. 

The original law covered all the wages of 97 percent of the workers. 
It is clear that the intent of Congress was to cover all of the wages of 
practically all the wage earners of the country. But if you were to 
cover that same proportion today, you would move not to a $6,000 
ceing, but to an $8,000 ceiling. In other words, just to keep pace with 
the clear intent of Congress 23 years ago, we would move to an $8,000 
ceiling, rather than to a $6,000 ceiling. 

We have a table of figures here which I think will interest the mem- 
bers of the committee, showing the large segments of our economy 
where the average wages are above this ceiling, so that the workers are 
deprived of the opportunity of securing credits on all their wage 
income by this arbitrary ceiling. 

Furthermore, this limit has gotten to be more artificial. It is hard 
to find the rationale or the justification now of $4,200 or even of $4,800. 
It is just some kind of a convenient or median figure. But because 
it is artificial, we in this country are, without intent or design, 
strangely enough moving in the direction of a flat benefit system. 

Social security was conceived as a wage-related system, with benefits 
related to wages. In this respect, we were meshing it in with our whole 
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free enterprise concept. Profits are the motivation of entrepreneurs, 
higher wages are the motivation of wage earners, and so they take 
time out for a long apprenticeship training and education so that they 
can earn a higher wage, and they acquire a skill. They join a union. 
They negotiate for better wages. All of this is imbedded in our free 
enterprise system. 

So Congress has also meshed our social security system with the 
concept of a wage-related benefit, in contrast to the European systems 
that have a flat benefit, the same for everybody. But with this artificial 
ceiling on the wages that count towards social security benefits and a 
higher and higher percentage of people bumping against that ceiling 
and getting the flat maximum, we are unconsciously moving away 
from our American system of a wage-related system to the European 
system of flat benefits. 

We think that it is highly important that this wage-related approach 
be maintained in our whole social security system. 

Now, the second method. 

The $6,000 ceiling would increase benefits for those now above the 
$350 a month limit. It would take some time to do that. But we are 
also proposing an additional dropout provision which would make the 
full effect of the increased benefit effective at an earlier date, which we 
feel is only equitable. We should not tax people for that additional 
amount without also giving them some corresponding benefits at an 
early date. 

To provide higher monthly benefits for those now on the rolls, there 
is the usual device of a conversion table. This has been used a number 
of times before when increases have been made, and it is proposed in 
this bill. There is a table, table 1 on page 9 of the statement, which 
gives illustrative changes that would be accomplished. They equal 
roughly 10 percent increases. 

For those coming on the rolls in the future, we turn to table 2, on 
page 10, and there we have illustrative benefits at various amounts of 
average ‘month ly wages. 

You will note that for those above $350 a month, there are rather 
marked increases in benefits; but those are because they would no 
longer be against the ceiling of $350 a month. And it should be 
pointed out that while the increase in benefits for a person at $500 
a month is about 29 percent above what he is now getting, the increase 
in the tax that he would pay is slightly over 60 percent. 

So we are willing, and our higher wage earners are willing, to 
carry through the concept of social insurance and continue a formula 
weighted in favor of the lower wage man. But we do feel that this 
segment of his wages between $350 a month and $500 a month 
he should be permitted to insure under the system. 

We strongly urge that these two types of improved benefits be 
considered favorably by your committee : The across-the-board increase 
for the present beneficiaries, which slightly more than keeps pace with 
the increase in the cost of living since the last improvements in bene- 
fits were made; and then permitting those in the higher earnings 
brackets to insure a larger part of their earni a 

Of course, the last column in table 2 is one of the most important, 
because a less publicized but very important part of this system is that 
for the survivors. I do not know why it is that people think most of 
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retirement ; but the social impact of this great humanitarian program 
of social security is at its best in its provisions for the children and 
the widows, and a few widowers, of workers who have died. There 
is where some additional revenues should be placed, we feel. The 
liberalization of these benefits should be more marked than of any 
others, increasing the present maximum from $200 to a_ potential 
maximum of $303 a month for a widow with two or more children, for 
workers in the highest income brackets. Across the board, from the 
very bottom to the top, the provisions for the fatherless children 
and the surviving widows should be greatly liberalized. 

The liberalizations are generally in line with the liberalizations 
that have been enacted by Congress in previous years. 

I have spoken of the additional dropout, the effect of which is to 
make the higher earnings be reflected at an earlier date in benefits. 

Now, skipping through to page 12, we begin to talk about the 
second major provision; that is, health benefits for the aged and 
survivors. 

This program, of course, does go into a new type of protection; 
but it goes into an area where need has been demonstrated, and 
where need is very great among people who are dependent upon their 
earned income during their working life and upon social security 
when either the family breadwinner is taken from the family or when 
they reach retirement age. 

First, the people of age 65 and over represent the group where vol- 
untary health insurance has done the least to meet the needs. There 
has, of course, been a great growth in voluntary health insurance in 
this country, but the area that is left with the greatest need is among 
the people 65 and over. 

The United States Public Health Service in September 1956 made a 
survey and found that only 36.5 percent had some form of health 
insurance. This, of course, is very inclusive, when you say “some 
form.” 

Nearly 6 million of the aged were living in families whose total in- 
comes were under $3,000, and 7 out of 10 of these aged persons had 
no health insurance protection whatever. Of 2.4 mill.on aged persons 
not in families, half had incomes under $1,000, and of these only a 
fifth had any health insurance of any kind. These and other figures 
that we present here show the fact that this group is the most neglected 
group in this area. 

Also, the type of health insurance they have is generally inadequate. 
Most of the policies are cancelable at the carrier’s option, so that it 
covers them at the most for the first spell of illness and not after that. 
We have letter after letter in our files, and our international union 
people have told us of the complaints they have had of people who 
carry their insurance and pay their premiums for years and then, after 
the first spell of illness, after retirement age, the company cancels out. 
Then, they apply for another policy under another company, and in 
their application form is that question, “Have you ever had insurance 
refused or a policy canceled with another company ?” and they have to 
answer “Yes.” Then they are ineligible for further coverage. 

So when the insurance carriers tell us that they are meeting this 
problem, we can only say that they are meeting a small part of the 
problem. And there are problems inherent with this group that are 
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very difficult for voluntary insurance of any kind, either commercial 
or the nonprofit groups such as Blue Cross, to. solve. 

We spell out here some of the limitations that there are in private 
insurance. Iam looking now at page 13. The commercial companies 
that do not even sell in the first instance to people over 60 years as 
well as over 65, the cancellation feature of which I am speaking, the 
cost. 

The insurance carriers, the nonprofit Blue Cross and the commercial 
insurance carriers, are both facing a problem here with experience 
rating, and it is only natural that companies competing for this in- 
surance business are going to keep selecting the favored groups, so 
that they can give them, in a competitive business, the lowest possible 
rates. But as they keep biting off the more favored groups, others are 
left with a constantly less favored group. So that the rates are going 
to be higher and higher all the time for the people in these less favored 
groups. 

Even Blue Cross, a nonprofit organization, is facing this preblem, 
and it is a very difficult one. They are having to meet the competition 
of commercial carriers, so they have gone in for experience rating. 
But each time they give a favored risk group a favored rate, they are 
going to have to raise the rate on the less favored group. So we look 
down the years ahead, and we can see that the rates are going to get 
higher and higher for older people under voluntary insurance, whether 
it is nonprofit or commercial. 

Social insurance is a natural answer because it is the only mechanism 
that can tax the first earned dollar of a young person going for the 
first time into the labor market and set aside a part of that income 
for a risk which will occur after he is age 65. And of course, it also 
covers a risk for the other members of his family who are now 65, 
and the other members of the community that are now 65. 

There is a problem here that inherently lends itself to inclusion in 
social insurance, but presents inherent difficulties to voluntary 
insurance, whether it is commercial or nonprofit. 

We cite the rates here, on page 14, that illustrate these situations. 
We point out a specific example, the Hospital Service of California, 
that has had to announce a rate increase for individual charges of 25 
percent, raising them to $34.95 a quarter for a couple. This is the 
Blue Cross system in northern California. At the same time, it 
substantially reduced benefits. 

Rate increases are occurring throughout the country, and while 
Blue Cross may be making a sincere effort to provide hospital insur- 
ance for older people, their efforts are going to face constantly greater 
and greater difficulties because of the problems that are inherent in 
the system itself. 

Some have said this can be taken care of by public assistance. But 
the general trend in this country, beginning in 1935, has been, ad- 
visedly and, we feel, very wisely, away from public assistance, assum- 
ing a larger and larger role for the social insurances. 

We started out with an experimental program in 1935, just biting 
off a little part of the problem. But we have been taking more and 
more of the problem, and the welfare people themselves say, do all 
by social insurance that you can, and this committee and Congress 
have moved constantly in that direction. 
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So to meet this new problem by public assistance, to a certain extent 
would be going back. And of course one reason is that the diginity 
of the individual is so much better preserved under a social insurance 
system than under a relief program or a public assistance program. 

I have had people in my office within the last 3 days, older people, 
telling me of the problems that they and their assoc fates in the vari- 
ous States have had, where they are in dire need. I asked one lady 
just the other day why she did not go to the public assistance office 
in a rather liberal State that she was from. Se said, “Well, it I do, 
they are going to ask about the resources of my children, and I do not. 
want the people from the office calling in my son and daughter and 
asking them about what they can contribute to my support.” It is 
a matter of pride, the kind of pride that social insurance upholds and 
enhances, whereas public assistance works in the other direction. 

So we feel that this committee will want to look favor ably upon 
insuring this new kind of risk by the social insurance approach rather 
than by. the relief or public assistance approach, if it is at all possible. 
And we believe that it is possible and it is feasible. 

Now beginning in the middle of page 15, we spell out some of the 
specific provisions of the Forand bill, H. R. 9467. You will note 
that it operates under the close surveillance of an advisor vy council. 
This is a statutory, continuing advisory council such as has operated 
so successfully under the Hill-Burton hospital construction program, 
one in which employers as well as beneficiaries and the general public 
would be represented. 

The benefits, of course, are limited. You are not going to solve all 
the problem if you pass this bill today or tomorrow, and we recog- 
nize this. But it is a move in the direction of solving a larger part 
of the problem. The problem of the unnecessary overcrowding of 
hospitals is there, but it will be there under any program that ade- 
quately takes care of the needs of the people. And we as well as you, 
I am sure, are concerned not primarily with the problems of the hos- 
pitals but the problems of the people who need hospital care. 

We meet that, in part, by providing nursing home care for those 
who do not need all of the complicated facilities of a hospital. 

Also, the voluntary nature of the program is built right into this 
bill. Each hospital, nursing home, surgeon, and dentist would de- 
cide whether or not to participate in the program. Agreements 
would be negotiated between the voluntary and the public agencies, 
under the Secretary of Health, Education, and Welfare, on the terms 
and within the limits prescribed by the bill, which of course, reflects 
the public interest in the program. 

The physician-patient relationship is by careful design left undis- 
turbed under the provisions of the bill. Actually, patterns would 
remain practically as they now are under the Blue Cross and Blue 
Shield plans. There is a specific provision in the bill that— 
no supervision or control over the details of administration or operation, or over 
the selection, tenure, or compensation of personnel, shall be exercised under the 
authority of this section over any hospital or nursing home which has entered 
into an agreement under this section. 

If there is any way to spell out more specifically that there should 
be no Government interference, we go along with it. We think that 
this protects it. But we agree that the Government should not be 
running these facilities. 
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Furthermore, the Secretary under the provisions of this bill is 
authorized to utilize to the maximum extent possible the services of 
private, nonprofit organizations in the administration of the program. 
We would contemplate that Blue Cross, for example, in many areas, 
could be the contracting agency that would just take over for the bene- 
ficiaries of this system and become the mechanism, without setting 
up any vast governmental bureaucracy. It could be done by con- 
tractual arrangement with the Secretary, and the bill very carefully 
provides that. 

We think here that the language of the bill may appear to be, and 
some consultations have indicated that it is, a little bit limiting on 
the extent of such use. If that is true, we have discussed this with 
the sponsor of the bill, and he has indicated his willingness to alter 
it so that the maximum use of voluntary. agencies could be made in 
the machinery of administration. 

Now I am turning to page 17. There we spell out the eligibility 
provisions. Some, particularly the American Hospital Association, 
have been concerned about the eligibility provisions embodied in this 
bill. The health benefits are made available not only to persons who 
have retired, but persons who are eligible to retire. We think this 
is wise. By not making a distinction between these two groups, the 
bill would facilitate administration and avoid giving aged _persons 
an incentive to retire and draw a few months’ cash benefits in order 
to be sure of being eligible for the health insurance benefits. 

One full year would elapse after enactment of the bill before the 
health benefits would become payable. There is a year’s leeway in 
which the administrative agencies can get their provisions and their 
orders lined up and the contractual arrangements with the voluntary 
agencies perfected, and also to collect the increased taxes so that the 
program would be on a sound financial basis when it got started in 
paying benefits. 

Now we come to the matter of cost and financing. 

We in the AFL-CIO are glad that we can come before this com- 
mittee with a long record of having shared this committee’s con- 
cern and the concern of the Congress that old-age and survivors in- 
surance, the insurance aspects of our social secur “ity program, should 
be well financed. We have consistently recommended increases in 
the contribution rates whenever we have recommended increased ben- 
efits that would cost more money. Our people know that these bene- 
fits are expensive, and they know that they do not just come out of 
thin air. They know they have to be paid for, and they have time 
and time again, through the processes of resolutions in local, na- 
tional, and internation: i unions, at State conventions and elsewhere, 
expressed their full support for paying their share of the additional 
contributions that are necessary to pay for additional benefits. 

So we are not here, gentlemen, asking that additional costly benefits 
be pve ided under this system and pa! id for out of general revenues of 
the Government. We are asking that they be paid for out of an ex- 
tended nayroll tax which we share with our employers, to provide for 
the additional costs. 

We have asked the Commissioner of Social Security for estimates 
of the probable cost of H. R. 9467 so that we might judge whether in- 
creases in the proposed bill would be sufficient to meet these added 
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expenditures. The data he has furnished indicate that the added cost 
will probably be about 1 percent of payroll on an intermediate cost 
basis; that is, a level premium cost, an intermediate cost. Enactment 
of the bill then would provide the continued financing of the trust 
fund on a sound basis and would not either prove too costly or en- 
danger the ability of the old-age and survivors insurance system to 
pay the benefits that the Congress has already enacted. 

These estimates of cost are based on the same assumptions used in 
other cost calculations of the Social Security Administration. They 
involve assumptions, of course, as do all of them. I would point out 
for the record—lI am sure this committee knows it—that these actuarial 
cost estimates in social security are not the kind of strict mathematical 
formulas actuarial estimates that a life insurance actuary can engage 
in, where he depends purely on the mortality tables and things that are 
very carefully, closely definable. One has to make certain assump- 
tions, and the actuary, Mr. Myers, is the first to recognize this. I have 
every respect and confidence in his abilities. This committee has 
expressed the same confidence, justifiably so, I feel. But Mr. Myers, 
like every actuary, whether he works for a Government agency or a 
private insurance company, knows that there are broad assumptions 
that have to be made. You have to make assumptions about the 
number of people who are going to retire rather than just the number 
of people who are going to die, for example. So a change in social 
conditions and social patterns that is unforeseeable, 50, 60, or 100 years 
ahead, may warp those assumptions so that your actuarial calculations 
are pretty well thrown out of kilter. 

That is why we feel that this committee was wise in providing not 
only that the trustees of the fund report to Congress every year, but 
that there be an independent group of citizens checking on the sound- 
ness of the system every 5 years and making their report available to 
Congress. 

I should like, if I could, to make a memorandum from the Depart- 
ment of Health, Education, and Welfare available to this committee, a 
memorandum called a Preliminary Staff Memorandum, dated Janu- 
ary 20, 1958, and entitled “Basic Cost Calculations Relating to Pro- 
posals to Provide Hospitalization and Other Medical Care Services 
to OASDI Beneficiaries.” It is with the permission of the agency 
that we are using this, and I believe it would be of value. I should like, 
with your permission, Mr. Chairman, to introduce it in toto as a part 
of the record, at the conclusion of my statement. It includes very, 
very useful material. 

Mr. Boces. Without objection, it will be included at the proper point 
in the record. 

Mr. CrurksHank. Extravagant charges have been made in the last 
few days particularly as to the effect of rising medical costs on pro- 
jected outlays. This memorandum that I have introduced points out 
certain offsetting factors, such as decreased utilization and rising levels 
of earnings that will augment contributions. 

We have some further, later data on this which Mrs. Ellickson has 
pulled together, and if I may, I would like to ask Mrs. Ellickson to 
comment on the very latest data we have on this, as I believe it will be 
of interest to your committee. 

Mr. Boggs. We shall be happy to hear from you, Mrs. Ellickson. 
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However, Mr. Cruikshank, although I do not want to cut anyone off, 
I must point out that you have been going on now for an hour. 

Mr. CrurksHank. Have I exceeded the hour? Well, sir, we are on 
the last page and can wind it up very quickly. 

Mr. Boggs. I did not mean to cut you off, but I just wanted to point 
that out. 

Mrs. Exiicxson. Mr. Chairman, the life insurance spokesman, Mr. 
Faulkner, introduced some appendixes on cost a few days ago, which 
some members of the committee pointed out at the time looked inflated. 
It seems important to call attention to the fact that these appendixes 
warrant the conclusion of such committee members that the estimates 
were inflated. 

For example, they use the figure of over $24 a day for hospital cost 
in 1956, and this memorandum of the Social Security Administration, 
which has just been introduced into the record, points out that this 
figure is too high, that it includes research and out-patient costs. 
The estimated cost per day used in the memo is $21 in 1956. This is 
one instance where those figures are inflated. 

Also, it is worth noting that there is no real explanation of how the 
Insurance appendixes arrive at the amount of hospitalization used. 
They say that the figures are “appropriately adjusted,” but they do 
not say how. That is in table 1 of the appendix which was introduced 
the other day. 

In regard to the actual cost figures that we have been furnished by 
the Social Security Administration, we have a memorandum here 
which we would also like to have introduced in the record, dated May 
26, 1958, from the Chief Actuary of the Social Security Administra- 
tion, Mr. Myers. This brings up to date some of the figures that were 
in the January 20 memorandum, and with your permission we would 
like to have this introduced into the record. 

Mr. Bocas. Without objection, it will be included at this point in 
the record. 

(The memorandum is as follows:) 


May 26, 1958. 
Memorandum 
From: Robert J. Myers. 
Subject: Further revision of cost analysis of the Forand bill. 


Congressman Forand introduced H. R. 9467 on August 27, 1957. Previous 
memorandums have given some cost analysis of this bill, but this memorandum 
will present revised and complete data on the basis of our latest cost estimates 
(based on 1956 earnings levels). 

The bill contains several significant benefit liberalizations, accompanied by a 
financing provision, to increase the contribution rate in virtually all future years 
(in addition, some cost savings results through the proposed increase in the 
earnings base). 

This memorandum will present a brief analysis of the cost effects of this bill 
using the level-premium cost changes according to the intermediate-cost estimate. 
One change would be to raise the maximum earnings base to $6,000. The level- 
premium cost of this change is estimated at a savings of 0.44 percent of payroll. 

A second change would be to have 1 additional year of dropout in the compu- 
tation of average wage for each 28 quarters of coverage that the individual has 
(this would have the result, among other things, of making the new earnings 
base fully effective for those with long periods of coverage). The level-premium 
cost of this change is estimated at 0.19 percent of payroll. 

A third proposed change would revise the benefit formula to 60 percent of 
the first $110 of average monthly wage plus 22 percent of the excess—with a 
maximum family benefit of $305 a month. On the whole, this change would 
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increase benefits that are based on an average monthly wage of $350 or less 
by an average of 10 percent. The level-premium cost of this change is estimated 
at 0.81 percent of payroll (including. the effect of increasing the benefits of those 
now on the roll by about 10 percent or $5 on the PLA, if larger). 

A fourth change would add hospitalization benefits, surgical benefits, and 
nursing home benefits (after hospitalization) for all beneficiaries and for all 
persons eligible for benefits who have not filed therefor. The level-premium cost 
of this change is estimated at 0.56 percent of payroll (the Division of Program 
Research has estimated a range for this benefit, the upper end of which has 


been used here; the lower end is 0.46 percent). 

A fifth change would increase the contribution schedule in 1959, and in 1961 
and thereafter by 1 percent in the combined employer-employee rate and %4 
percent for the self-employed (the 1960 rate would stay as now scheduled al- 
though, of course, higher than the rate now scheduled for 1958-59). The level- 
premium equivalent of this increase in the contribution schedule is 0.99-percent 
of payroll. 

In the aggregate, the proposed changes in the benefit provisions, including the 
effect of raising the earnings base (which lowers cost relative to payroll) result 
in an increase in the level-premium cost of 1.12 percent of payroll (1.10 percent 
for OASI and 0.02 percent for DI). The level-premium equivalent of the in- 
creased contribution schedule is 0.99 percent so that there is left an actuarial 
deficiency in the level-premium cost of 0.13 percent (0.11 percent for OASI and 
0.02 percent for DI). 

Ropert J. MYERs. 

Mrs. Exxicxson. This gives further data on the earlier reference 
in our testimony to the fact that the increases in contributions and 
the wage base ceiling provided in the Forand bill would about equal 
the anticipated increase in cost, which would be about 1 percent. 

The conclusion in it is that if you use 2.5 days of hospital care as 
the average for an aged person, you get a very slight actuarial 
deficiency as a result of this bill, equal to 0.13 percent of payrolls. If 
you use 2 days, which is the lower end of the range in the January 
20th memo, then there is virtually no actuarial deticienc y. 

That concludes these brief comments on the matter of cost, Mr. 
Chairman. 

Mr. Boces. Thank you very much. 

Mr. CrurksHank. Mr. Chairman, in view of the fact that I have 
apparently used the time allotted by the committee, and that you 
have been so generous in allotting time, I believe it is well just to let 
the rest of the statement stand for itself as needing no further 
comment. 

Mr. Bocas. As you know, the entire statement has been incorporated 
in the record, plus your additional comments. 

Mr. CrurKksHANK. Yes, sir. 

Mr. Boces. Mr. Biemiller, do you have any comments to make ¢ 

Mr. Bremitier. No. 

Mr. Boees. Are there any questions ? 

Mr. Baker. Mr. Chairman. 

Mr. Boees. Mr. Baker will inquire. 

Mr. Baxer. Mr. Cruikshank, I would first like to comment and then 
ask a question. 

The comment is that your testimony and your statement are not 
only most comprehensive, but very helpful. A lot of people seem to 
expect Members of Congress to know about all of these bills, which is 
virtually an impossibility. That is especially true of a member of 
this committee, which is in session all the time. 
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I have not been in attendance at all of the sessions, but, so far, no one 
that I have heard has commented on the work clause. I have asked a 
few questions on that. Are you in a position to state the official 
position at this time of the AFL-CIO on that 

Mr. CrurksHANK. Yes, sir. 

Mr. Baker. I wish you would, sir. 

Mr. CrurksHank. In the resolution which was introduced but which 
I am sure you have not had time to read in full here, the following 
statement is made. 

Mr. Baker. Is it in your statement? 

Mr. CrurKsHANkK. Yes, sir. 

Mr. Baxer. What page? And then, will you briefly summarize it? 

Mr. CruIKSHANK. It is on page 3, where it says: 

We urge persons who are supporting repeal of the retirement test, instead to 
join us in seeking amendments that will raise benefits for the great majority of 
the aged who are unable to earn more than the $1,200 a year now permitted. 

There is a reference on page 2, where it says, right under the item- 
ized paragraphs 1 to7: 

Many other bills are also awaiting action by Congress, some of which are in 
accord with established labor policy for liberalizing old-age and survivors in- 
surance. Others would abolish the retirement test, thus running counter to the 
accepted principle that old-age, survivors, and disability benefits are intended 
to replace lost income. Such action would cost as much as the improvements in 
the Forand bill but would mean far less to the majority of beneficiaries who are 
unable to earn more than the present limit of $1,200 a year. 

This matter of the retirement test, Mr. Baker, has been before our 
social security committee and before resolution committees of the 
AFL-CIO for a number of years. While we agreed with the Ad- 
ministration proposal in 1954 to liberalize it—it was very strict before 
that, you will recall, it practially meant that nobody could earn any 
outside income—while we agreed with that, we felt that that was as 
far as we should go. The basic purpose of the program is to insure 
against lost income. This is not an annuity program, which would 
cost a lot more money. This is insurance against loss of income due 
to the death of the breadwinner or due to old age, and we feel that it 
is only right that the benefits should not be paid unless the contingency 
has occurred. If the person has not lost his j income then he should 
not be paid the benefits. 

There are other contributing factors, too. Of course, that matter 
of cost is one. This would cost more than 1 percent of payroll. 

Mr. Baxer. To repeal it would cost that ? 

Mr. CrurksHank. Yes, sir; to repeal it entirely would cost about 
that, I understand. And if you did that, you would be giving money 
out of the social security system to people who are still “working and 

do not need it ; and if you are going to increase the cost, it is our feeling 
that the additional revenue should go to the area where it is most 
needed. 

Mr. Boeas. May I ask one question ¢ 

Your comment has been directed to Mr. Baker’s inquiry as to whether 
or not you favor total repeal. Do you have any opinion on whether 
or not it should be liberalized more and whether the 72 limit should 
be dropped to, say, 70? 

Mr. Crurksnank. At this time, we do not favor any further liberali- 
zation of the work clause or of the test at age 72. 
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Mr. Baxer. Mr. Cruikshank, this is a very practical matter and not 
a fundamental matter at the moment, as I see it. It is just almost 
impossible to sell—to use a common word—lawyers and doctors on 
this program. They say, “When I get to be 65, I am going to keep on 
working if I am able to, and if I make anything at all, I am going to 
make substantially i in excess of $1,200.” 

Of course, as Secretary Folsom said in response to my interrogation, 
“You are overlooking the survivors benefits.” That is true, and they 
are substantial and worth the money. 

But most people look on this as a plan for retirement, as you said 
awhile ago, and are not looking at the survivors part. 

I am seeing evidences of the medical profession coming around more 
to wanting to be in the program, some of them. I do not know per- 
centagewise what it amounts to. 

But I think further thought ought to be given to thus subject by 
your counsel, by your own organization. If the object is universal 
coverage, how about the young lawyer who is made to pay a young 
doctor who comes in, or an architect, or some other professional man ? 
In a way, you are taxing people with substantially high incomes for 
the benefit, as they feel, of other people in a social program. 

1 am not saying that it ought to be repealed. Perhaps it should be 
raised to $2,400 or $3,000. ‘T do not think enough thought is being 
given to it. 

That is the main reason it is so unpopular with professional people. 

Do you agree with me on that ? 

Mr. CrurksHank. It may be, but I think we do have, as you have 
indicated, a selling job to do here, i in terms of the understanding of 
the purposes of the: system. Ofcourse,thelawyersareinnow. It may 
be that they are objecting to it more than I hear, but it is only the 
doctors that are out now. 

The survivor thing is important. There are other aspects, though, 
and we will, Mr. Baker, be continuing to give this study. Other : aspects 
are very troublesome to us on this. One of them is the competitive 
wage problem that arises. If you allow people to continue work after 
they are drawing, say, $100 or $150 a month for a retired couple from 
social security, some of them are prone to come around and accept 
jobs, particularly in the categories that are of the service trades, like 
elevator operators, guards, and others, and come around and offer 
themselves at a lower cut-rate job because they are already getting 
their benefit. 

We have some problem with that, but it is limited, because there 
are so few of them. Take the retired Army sergeant, for example, 
that after so many years retired at about 50, as some of them can do, 
He has picked up a trade or craft. We have a little problem in some 
areas with these people, that will come around, taking cut-rate wage 
jobs, competing against the man who has to support his family on 
his wage. 

If this were extended to 11 million beneficiaries, of course all of 
them would not do this, but potentially, we would have a serious threat 
to the wage structure in some of the service trades. 

I came across a dramatic instance of this. Last summer, the 
evening paper here in the city of Washington advertised for wait- 
resses, ‘and it was the most peculiar ad I ever saw. They guaranteed 
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that you would not earn more than $100 a month. I followed up on 
that ad to find out what it meant, and the bid was for waitresses in a 
chain of restaurants here who were on social security. 

Mr. Boces. That was not like the one that advertised just for 
blondes, was it ? 

Mr. CrurxsnHank. No. That screening may have been done later. 

But it is a peculiar thing when you advertise for people in a trade 
and guarantee them that they will not earn more than so much. It is 
indicative of a certain danger. 

This is a complex and difficult problem. It is one that we will 
continually have under review, Mr. Baker, as I am sure you will. 

Mr. Baxer. Do you have at your fingertips any further figures on 
what it would cost, say, to raise it from $1,200 to $2,400, or anything 
like that ? 

Mr. CrurKsHank. NoI do not. 

Mr. Baker. Do you have those figures available in your own records 
of the organization, or should I get that from Social Security ? 

Mr. CrurksHank. I do not believe we have that. We could get the 
figures together, from the agency, sir. 

Mr. Baker. The staff can get it. I would like to have it in the 
record, what it would cost to raise this thing from $1,800 to $2,400, to 
$3,000. I think it would be very helpful. 

Mr. Boacs. Without objection, those figures will be obtained for 
the record. 

(The figures are as follows:) 

To: $1,800, .35 percent of payroll. 

$2.400, .90 percent of payroll. 
$3,000, 1.06 percent of payroll. 

Mr. Boces. Are there any questions on my left ? 

Mr. Mason. 

Mr. Mason. The point that Mr. Baker has brought out about the 
inadequacy of these provisions for professional people who reach the 
peak of their earning ability at 60, 65, and re—lewvert: doctors, and 
so forth—only goes to show in my mind that what is good for laboring 
men, and the amount that they shall be allowed to earn, is not fitting 
for lawyers and doctors. So it is an argument in my mind that the 
lawyers and doctors should never have been included. 

Mr. CrurksHank. It was not on our instance that they were. 

Mr. Mason. I realize that. 

Mr. CrurksHank. And the doctors are not in yet, of course. 

Mr. Mason. If I can still earn $2,400 or $3,000 as a laboring man, 
Tam taking the place of another laboring man. And what is the good 
of paying me retirement if I am going to be competing still in the 
labor market ? 

Mr. CrurksHank. That is our point. 

Mr. Mason. But the doctor and the lawyer have reached the peak 
of their earning power, shall we say, after they have had quite a con- 
siderable experience, at 60 or 65, and they do not want to relinquish 
that, and so this does not fit them. 

Mr. Crurksuank. It does not fit to the same extent that it does for 
the wageearner. That istrue. 

Mr. Boces. Just for the purposes of the record, the lawyers came in 
and asked to be included. 
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Mr. Mason. Yes, and now they want to earn more because they are 
a different class of labor. 

Mr. Boaes. I dislike to argue with my colleague, but the survivor 
benefits are just as important. for a young lawyer as for any working 
man. 

Mr. Curtis? 

Mr. Curtis. Mr. Chairman, I want to join my other colleagues in 
complimenting Mr. Cruikshank on this very excellent presentation 
and on his gathering information which to me is very essential to 
understand what we are doing. 

I might say that it is material of this nature that I have previously 
requested this committee’s staff to seek from whatever source they 
could, and I understand a letter has been directed to the Department 
of Health, Education, and Welfare to try to obtain a comprehensive 
picture of these programs. 

This is extremely helpful in this. 

I know that there are many conflicting views as to just what is the 
picture in this area, the entire picture. 

One thing that I would like to ask your views on is this: I have 
long felt that this committee ought to have on its staff, the Ways and 
Means Committee, professional members who are familiar with these 
programs. Today, we do not have anyone of that nature. I would 
hope that this committee would do that. 

I think it is something we should have done a long time ago. 

I was very much impressed, I might state, with your recommenda- 
tion that in the future, when we set up these councils to study, the 
report come back to the Congress as well as the Executive, or work 
out differently. I could not agree with your observation on that more. 
I think that that, too, is important. 

Now, as to the position we have now with this 1958 advisory council 
reporting on January 1, 1959, I think that you later pointed out, after 
you had originally said that you could not see why this committee 
should wait until that report is in, as far as possible, doing something 
further on benefits. 

I certainly agree with you that we should not be waiting as far as 
getting in and studying what we might do in benefits. But. your very 
statement here that the council has not been asked to consider whether 
the system can afford higher benefits, I would think would be implicit 
in what you go into. 

If you study the financing and you come up with facts that indicate 
we have a margin in there, I w ould fully expect that the council would 
so advise us, that there is such a margin, and therefore that we have 
some latitude to possible higher benefits. 

The thing that makes me, at any rate, feel that although this should 
be a continuing yhy I argued we need a staff to 
help us on it, and we mek data sab as you have worked up and brought 
to us—the very fact that our estimates are based upon these broad 
assumptions, which they must be—and when I brought that out, I was 
in no sense being critical of the work that Mr. Mye ers and the others 
had done, because I think they are doing an excellent job. But they 
are based on these broad assumptions, and these broad assumptions 
do change. 











SOCIAL-SECURITY LEGISLATION 783 


So it has been brought very forcibly to our attention that our esti- 

mates have been shown to be considerably out of kilter. For that 
reason I feel it would be well for us not to do anything right now in 
the area that would be substantial, that we know would cost us sub- 
stantially. I would like us first to get the report of this Advisory 
Council on the Financing before we take any further steps. 

Now, there were a couple of other points I wanted to go into. 

In your estimate of the cost of the Forand bill, you said 1 percent 
of payroll. But that is based on the new proposed ceiling. 

Mr. CrurKSHANK. Yes, sir. 

Mr. Curtis. The proposal in the Forand bill is what? $6,000? 

Mr. CrurksHank. Yes; you have to take these all as a package. 
You cannot separate one from the other, you understand. 

Mr. Curtis. Yes. 

The thing I was very much interested in, you advanced the theory, 
and I go along with it, that one of the fine things about social security 
is that it is a W age- related benefit system. And yet we had testimony 
by, I think, Congressman Roosevelt, advocating going up to $10,000, 
and he was very frank in admitting that the benefits that would be 
derived from the tax paid on amounts above $4,200 would by no means 
equal the amount of the tax. 

Certainly, it is true, even now, that in the times when we have 
increased the wage ceiling, the amount of benefits that go for that 
additional tax paid are not thesame. They are watered down consid- 
erably from those who are paid on the first thousand. 

So it strikes me that you have put into the system already the seeds 
of a gradu: ited 3 income tax, where you actually are now going away 
from this basic theory of a wage-related benefit and getting around to 
a situation where, based upon social need, we will tax those that have it 
and redistribute it. 

Would you not agree that that is a fair observation ? 

Mr. CrurksHank. There is an element of that social need in it, 
as there is in social insurance. We have always accepted the idea of 
a modified wage-related benefit. The for mula is weighted heavily, 
as you know, in favor of the low income man, and adversely to the 
interests, you might say, of the high income man. But the high income 
people accept this—that is, high in terms of in the system. 

Mr. Curtis. They may have ‘accepted it in the beginning, but what 
I am worrying about is, if you continually raise it, you certainly are 
going to have an entirely different reaction, I expect, from those in 
the higher income brackets. You might just as well pay it out of 
the general revenues and out of the personal income tax, then, which is 
a graduated tax, and avoid the fiction of a wage-related benefit system, 
which I think is so important and valuable in this program. 

That is why I worry every time the recommendations come in to 
raise the wage ceiling. 

Mr. CrurksHank. But we get away more from the wage-related 
system when we impose an arbitrary cut-off figure. 

Mr. Curtis. I understand your point, and I was going to come to 
that, that Congress intended when they put this in, to cover the bulk 
of a man’s wage, and it was 97 percent at the time. I felt the intention 
was more this: that they wanted Congress, who was going to provide 
a floor on this, hoping through demonstration and getting people 
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thinking along the lines of a retirement program, of giving them a 
base on which they themselves would build. And if that is the theor ¥s 
then I believe that we should be content with a floor, and if we have 
seen real progress on the part of the individual or through union pen- 
sion plans and company pension plans, these various insurance pro- 
grams, and so forth, that the people have responded. And I think 
they have. 

I think there has been very gratifying evidence that the social se- 
curity has stimulated the oo programs. Ido not know how much. 
That is some of the data I would like to have, and you have provided 
it, from one point of view. 

"That is why I thought this got into basic theory. 

Mr. Crurksuanx. I think it is quite clear from the history of the 

early advisory councils—there were a gr oup of advisory councils, as 
you recall, to the Committee on Economie Security that was appointed 
in 1934. From their records and the records of the hearings and the 
reports of this committee, I think that, taken all together, it can be 
established that it was pretty much the intention of Congress at that 
time to cover practically all wages. They realized that there had to be 
some cutoff, or they thought so at the time. 

There are some eminent economists, among them Dr. Slichter of 
Harvard, who now says he does not see any point in any cutoff at any 
level. But I do not think there are very m: iny that agree with him, 
although there are substantial people who do feel that w ay. 

Mr. Curtis. I think Congressman Roosevelt favors that. 

Mr. Crurksnank. Possibly, yes; although he wants it raised to 
$10,000. But Sumner Slichter says, “Don’t have any ceiling. Just 
tax the whole thing for social security.” 

Mr. Curtis. If } you did that, along with your weighted factor, my 
suggestion is, why not just take it out of general revenue, which is 
primarily derived from the graduated income tax, and avoid this fiction 
of a wage-related benefit, which I honestly believe is what it amounts 
to. 

I think that up to date, the weighting is not dangerous at all, and 
there should be some weighting. I am saying, though, that each time 
the financial aspect of this program is bolstered through raising this 
wage rate, you continue to follow this dangerous course. The very 
fact that Sumner Slichter and Congressman Roosevelt advocated such 
a thing openly suggests to me that that is what might very easily 
happen to this program. 

Mr. CrurksHank. We agree with you, sir, that there are always 
dangers ultimately in carrying any aspect of this program too far. 
You could weight the formula so much on the lower end that it would 
threaten the people’s s confidence in it, and you can go too far at the 
other end. It is a matter of a balance of the different factors. 

Mr. Curtis. I agree that there is a balance, and that is why I am 
trying to call attention to this other aspect that has constantly con- 
cerned me. 

I want to thank you again for this very valuable paper and the data 
and information. I have not only gone through it, but I will study 
it a little more. 

Thank you. 

Mr. Boeas. Thank you very much, Mr. Cruikshank. 
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Mr. CrurksuAnk. Thank you, Mr. Chairman and members of the 
committee. 

Mr. Bocas. We thank you and your associates for a very fine 
presentation. 

(The material referred to on p. 776 is as follows :) 


(Preliminary staff memorandum, January 20, 1958) 


Basic Cost CALCULATIONS RELATING TO PROPOSALS TO PROVIDE HOSPITALIZATION 
AND OTHER MEDICAL CARE SERVICES TO OASDI BENEFICIARIES 


(U. S. Department of Health, Education, and Welfare, Social Security 
Administration; Division of Program Research) 


The following general statement has been prepared in response to inquiries 
concerning the probable costs of various proposed programs that would provide 
hospitalization or other medical service benefits to persons eligible for cash 
benefits under old-age, survivors, and disability insurance. The discussion is 
not geared to any one bill or proposal but provides cost estimates for each of the 
general types of benefit usually proposed. While meaningful cost estimates 
require some specificity as to provisions, the general character of the major types 
of benefit is sufficiently alike in all current proposals that it has seemed more 
useful at this stage to prepare a single set of estimates. These can be combined 
appropriately to give reasonably approximate consolidated estimates for different 
bills and different combinations of benefits and groups covered. 

It must be recognized that estimates of the rate of utilization of various medi- 
eal services for an extended future period cannot be made with extreme precision. 
The nature of medical practice itself is changing at an apparently accelerating 
pace and in quite unpredictable directions. Changing psychological, social, and 
econonic factors—as well as the availability of the various types of medical 
services at the times and in the places needed—influence considerably the 
utilization of medical services by various population groups. Finally, the basic 
information pertaining to medical service utilization is limited and in general 
cannot be applied directly to estimates of future utilization. 

For the purposes of these estimates, the most applicable and recent utilization 
data have been employed. Where the data are insufficient or too inconclusive to 
allow a single estimate of future utilization, both a low and a high estimate 
have heen prepared which use current data modified as appears reasonable for 
projection into the future. Within the next few months, additional and more 
current data on hospital utilization by persons aged 65 and over is expected to 
become available. Because of the immediate need for at least preliminary esti- 
mates, it has not seemed desirable or possible to delay release of this statement. 
In any event, the technician will want to examine various past experiences 
summarized here as well as more current data. As soon as any significant new 
information becomes available, it is planned to issue an addendum to this 
statement. 


Assumed benefit specifications 

The benefit specifications assumed in the cost estimates may be briefly 
summarized as follows: 

Hospitalization.—It has been assumed that the definition of hospitalization 
would be similar to that used in most Blue Cross plans. That is to say, the 
benefit would cover care in a semi-private room including, in addition to room 
and board, those nursing services, laboratory services, drugs and appliances which 
the hospital concerned customarily furnishes to its bed patients, either through 
its own employees or through arrangements with other persons. Not included 
are any medical services other than those generally furnished by hospitals as an 
essential part of hospital care. Some maximum on the number of days of hos- 
pitalization insured is generally regarded as necessary both to place a limit on 
costs and in order to discourage the overloading of hospitals designed to care for 
acute illnesses with chronic cases that could better be cared for in some other 
type of institution or at home. In the cost estimates, a benefit limitation of 60 
days per person per year has been used. It is also assumed that care in TB 
and mental hospitals and certain other services now financed from public funds 
would be excluded. 
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Nursing home benefits ——For purposes of the cost estimates, this benefit has 
been defined as a supplement to hospital care with a medically recommended 
discharge from a hospital to a skilled nursing home for a reason associated with 
the period of hospitalization as a prerequisite. The benefit would permit 120 
days of combined hospital and nursing home care annually of which no more 
than 60 days could be hospital care. The nursing home benefit could thus ap 
proach, but not reach, 120 days a year. 

Surgeons’ services.—A fully prepaid benefit for surgeons’ services has been 
assumed and the services contemplated would include all procedures as an in- 
patient in the hospital and minor surgery on an outpatient basis. Arrangements 
such as exist under medicare or under Blue Shield for low-income families would 
presumably be used to achieve a service benefit. 

Inhospital physicians’ services.—If surgical services were provided as a sepa- 
rate benefit, the number of nonsurgical physicians’ visits in the hospital to be paid 
for by the insurance system would be expected not to exceed the number of days 
of hospital care provided and probably would be much less. 

Physicians’ services in home and office-—Since few aged persons have insur- 
ance for these services it is difficult to estimate from available data how exten- 
Sively this benefit would be used if there were no financial barriers to service. 
However, the cost estimate assumes that needed services would be fully covered 
as a service benefit. 

Other medical care benefits ——The cost estimates do not include separately 
computed amounts for such services and supplies as prescription drugs, am- 
bulances, dental care, crutches, orthopedic appliances, eyeglasses, nursing services, 
etc. None of the current proposals include such benefits, except as appropriate 
in broadly inclusive hospital care. The range of possible inclusions and exclusions 
of such additional benefits is extremely wide and may be based on many con- 
siderations (cost per item, level of medical essentiality, frequency of need, etc.). 
A generalized cost estimate would have little meaning and no estimates for such 
benefits are included here. 


Assumed population coverage 


Health service benefits might be made available to all classes of beneficiaries 
or only to specified classes (e. g., the aged, mothers and children, or disabled). 
At the present time, there are about 1.5 million persons beyond retirement age 
who are fully insured but still at work and not drawing benefits. Such persons, 
and in many cases their wives—as well as a considerable number of young 
widows—could at any time become eligible for cash benefits if they retired or 
temporarily stopped working. Especially with the retirement test on an annual 
basis, current payment status for an individual is relatively fluid. If eligibility 
for medical benefits were restricted to those who in a particular month were 
actually receiving cash benefits, not only would the administrative determination 
of eligibility be complicated, but there would be continuing pressures on aged 
workers to retire as soon as possible in order to be eligible for the medical benefits 
should they suddenly need hospital or medical care. All of the current bills 
include among those eligible for medical benefits all persons (in the specified 
categories) who could be eligible for cash benefits if they stopped working. The 
cost estimates presented here assume these eligibility provisions. Therefore, 
“beneficiaries” as used hereafter in this statement should be understood as 
including all those eligible for benefits. 


ESTIMATED COSTS OF HOSPITAL AND MEDICAL BENEFITS FOR OASDI BENEFICIARIES 


The cost of hospitalization and health insurance for OASDI beneficiaries has 
been estimated separately for aged beneficiaries, younger widows and children, 
and the disabled (with the latter two groups combined where the estimated costs 
are very small). The costs are also shown separately for the different types of 
benefit that might be provided. 


Basis of cost estimates 


Costs per capita per annum were computed, using available data on utilization 
of services and medical costs or expenditures by different age and sex groups in 
the population. After all adjustments, the computed figures include a reasonable 
allewance for increased utilization of services after they become available as 
insurance benefits. The cost factors and the unit dollar figures relate in 
general to the year 1956. 
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Medical, and particularly hospital, costs have been rising rapidly in recent 
years. A question may therefore be raised as to the validity of using current cost 
data as a basis for long-run cost estimates. A similar problem arises in connec- 
tion with all the actuarial estimates of OASDI costs, inasmuch as wage levels also 
have shown a rising trend over many years. The convention that has been 
followed by the actuary, and generally accepted, is to assume, for the purpose 
of long-range cost estimates, either that average wages and taxable payrolls re- 
main constant or that if wage levels increase, the taxable wage base (and all 
dollar amounts in the benefit formula) will increase proportionately. These alter- 
native assumptions result in very different dollar figures as to benefits payable 
in the year 2000. Benefit costs as a percent of taxable payroll year by year, 
however, are the same under either assumption.’ 

The same assumptions and methodology were used to develop the estimates 
of the level-premium costs of health service benefits presented at the end of 
this section as have been used in the actuarial estimates appearing in the 
trustees’ reports and elsewhere. That is to say, the assumptions as to popula- 
tion growth, mortality rates and similar demographic factors are identical with 
those used in current estimates of the cost of cash benefits. And, paralleling 
the assumptions regarding cash benefits, the same relationship between costs 
per capita per annum for the medical benefits and taxable wage levels that 
prevailed in the base year (1956) is assumed to continue. This assumption 
should cause no more difficulty when applied to medical benefits than to cash 
benefits unless it is anticipated that medical costs per capita per annum in 
future years will rise at a significantly more rapid rate than will general 
wage levels. 

The very rapid rise in the costs of hospital care in recent years represents 
in considerable part a catching up of hospital wages and other costs that had 
lagged behind general wage and price levels.” Already there is a leveling off 
of this trend and it is probable that from now on, increases in hospital costs 
will more nearly parallel trends in the general wage level (and therefore in 
the assumed taxable payroll base). Hospital costs per diem have also increased 
in part because of new and expensive diagnostic and other procedures, But 
these developments have also led to a marked decrease in the average duration 
of hospital stays. The cost per capita per annum figures used in the cost esti- 
mates is affected by utilization rates (days per capita per year) as well as by 
daily hospital costs. There is some evidence that the average duration of 
hospital stays—at all ages—is continuing to decline, but that admission rates are 
slowly advancing. Utilization in terms of average number of days in the 
hospital per year has been relatively constant. 

Several other factors add to the complexities of projecting cost calculations 
far into the future. It is reasonable to assume that among that portion of the 
potentially eligible population who currently have no insurance protection (or 
very limited protection) against the cost of hospital care, the availability of hos- 
pital benefits will cause increased admissions to the hospital. For some of these 
admissions the hospital stay should be, on balance, of short duration since the 
conditions for which the hospital care would be obtained would previously have 
been looked on as not sufficiently serious to occasion hospitalization in the face 
of financial deterrents. Other hospitalizations, not necessarily of short duration, 
will undoubtedly occur. Similarly, the provision of surgical or medical benefits 
should result in some increase in the use of physicians’ services. All the cost 
per capita per annum figures used include either implicitly or explicitly an allow- 
ance for increased utilization. This allowance may be excessive for the early 
years of the program and represents a safety factor for the long-range cost 
estimates. 

A second factor which has of necessity been ignored in the cost calculations 
because, though it can be recognized it cannot be pinpointed, is the interrelation- 
ships among various provisions for medical care which affect the use of hospitals. 
The scope of the benefits provided may obviously result in increased or decreased 
use of hospital beds, depending on the design of the program. The presence of 
out-patient facilities and auxiliary personnel and of financial mechanisms for 
paying for such services can reduce the use of hospitals for diagnostic and treat- 


1Level premium costs could differ because of the different real value of the interest 
earnings of the trust fund, but this factor has not been reflected in the basic actuarial 
projections and would be of very little significance in relation to the cost of medical 
renefits, 

*See Langford, Elizabeth A.. Medical Care in the Consumer Price Index, 1936-56, 
Monthly Labor Review, vol. 80, No. 9, September 1957. 
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ment purposes. For example, where a home nursing service or an ambulatory 
clinic is available, hospital care may not be required in some instances. On the 
other hand, benefits that are available only to hospitalized persons (a not in- 
frequent criticism of the present forms of voluntary insurance) may cause hos- 
pitalizations that might not have occurred under another set of circumstances. 
In future years, utilization of hospital care—particularly by the aged—may be 
greatly reduced as a result of the increased availability of nursing homes and 
other chronic care facilities. 

In the basic calculations of costs that follow, it has not been feasible to try 
to take into account the effects of drastic and fundamental changes in the future 
pattern of medical care services. Instead, it has been assumed that, aside from 
a generally greater utilization of all medical services by the covered groups as 
the result of the availability of insurance, medical care services will develop 
along the lines of present national practices and policies. These policies en- 
courage the growth of specialized chronic care facilities and nursing homes and 
foster the increase or replacement of hospital facilities, but only where needed. 
It is reasonable to assume further that policies will be developed that will dis- 
courage any unnecessary or wasteful utilization of medical services and, as a 
consequence, only the most appropriate medical care service for each pattent’s 
needs will be employed. While some “abuse” is to be expected, it is reasonable 
to assume that the cooperative efforts of all participants will be directed toward 
minimizing this possibility. There is already a wealth of experience in this con- 
nection that has been accumulated in the voluntary health insurance field. 

Another factor that should be considered even though it cannot be measured 
precisely is the possible effect on per capita medical costs of the gradual aging 
of the beneficiary group. Persons at higher ages tend to have higher utilization 
rates. On the other hand, the proportion of women among the eligible aged group 
will increase substantially in the future and women in every age group over 65 
have lower hospital utilization rates than men.’ It would be difficult to predict 
the net effect of these counteracting changes. 

It should also be noted that if productivity and real wage levels continue to 
rise as they have in the past, the same proportion of covered earnings would 
provide a significantly larger real volume of medical services in the future than 
today. In view of all these factors, it appears reasonable and safe to project 
into the future, for purposes of long-range cost estimates, the present relation- 
ships between medical costs per capita per annum (as adjusted for increased 
utilization due to prepayment) and wage levels, 


Costs per capita per annum 
The basic calculations of cost per capita per annum are summarized below. 
Hospitalization 


A. Utilization rates 


Aged persons require more days of hospital care and children require less than 
the average for the population as a whole. The overall rate for the United 
States is about 1 day per capita per annum in non-Federal general and special 
hospitals (excluding mental and TB hospitals) for stays of all durations. In 
these cost estimates, it was assumed that the hospitalization benefit would be 
limited to 60 days of care a year. 

1. Aged persons.—Available data on admission rates adjusted for decedents and 
on length of stay* applied to the appropriate age-sex groups for OASDI bene- 
ficiaries lend themselves to two types of hypotheses regarding the amount of 
hospital care that would be provided. The first assumption starts with existing 
national average utilization rates as a base and then adds an allowance for in- 
creased utilization. The figure that has been derived for use in the cost calcula- 
tions under this assumption is 2 days per capita per annum. The second as- 
sumption attempts to build increased utilization into the computation through em- 
ploying the high utilization rates of certain limited population groups. It 
results in an estimate of 2.5 days per capita. 

The lower estimate.—Specifically, before the allowance for increased utiliza- 
tion, the rate for aged persons contained the following elements: 

(a) The age-sex specific (3 age groups) admission rates for insured and 
uninsured persons combined, adjusted for decedents (table 24 in Bureau Rept. 


* Sources were Health Costs of the Aged, Report No. 20: Hospitalization and Insurance 
Among Aged Persons, Bureau Report No. 18; “Use of General Hospitals: Demographie 
and Ecologic Factors,’ Public Health Reports, May 1957; and unpublished data. 
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No. 18). Data used in the source were obtained in household interviews in 
which the amount of hospitalization used in the previous year by the members 
of the household on the interview date was recorded. The deceased members 
of these households who had had a hospital stay in the preceding 12 months 
were not, of course, included in the survey and the reported amount of hos- 
pitalizition in the preceding year is therefore understated for persons 65 and 
over by about 25 percent of the Nation as a whole.‘ 

(b) The average number of days per year per hospitalized person by age 
groups and sex for insured and noninsured persons combined after excluding 
days in excess of 60 (table 44 in Bureau Rept. No. 18). 

(c) The estimated OASDI eligible population as of January 1, 1957, includ- 
ing both those receiving cash benefits and those not in payment status though 
eugibe. ‘she women aged 62-64 in this population were added to the female 
age group 65-69, and therefore were probably assigned a slightly higher utili- 
zation rate than would be true were the rate for this special age-sex group known. 

Most proposals for hospitalization benefits for OASDI beneficiaries contem- 
plate a limit of 60 days of hospital care per hospitalized person per year. The 
number of persons hospitalized in the surveyed population from which the 
above data were derived is 10 percent less than the number of admissions, since 
some persons had two or more admissions during the year, Data providing the 
required adjustment for decedents were available only in terms of admissions. 
Use of an admission rate rather than a rate of persons hospitalized in the cal- 
culation increased the number of days of hospitalization by approximately 10 
percent. Had data for persons hospitalized been available, the rate would have 
been about 1.57 instead of the rate of 1.74 days per capita obtained. 

The household interview data used in the calculations were derived from a 
survey of the noninstitutional aged population, which includes larger propor- 
tions of OAA and other low-income persons and greater proportions of very old 
women than the OASDI population. Some correction for this disparity was 
achieved through the age-sex specific calculations. 

To allow for increased utilization over and above the two apparent over- 
statements inherent in the methodology, the rate was raised from 1.74 to 2 
days per person per year. This is the lower estimaie of utilization. 

The higher estimate.—For this estimate, a calculation using maximum assump- 
tions was designed. It yields a figure of 2.5 days per capita. 

The age-sex specific admission rates used were those for insured persons 
(Bureau Rept. No. 18, table 34)—which are higher than those for the non- 
insured or the total population and higher than the rate of different persons 
hospitalized. The averages of days per year per hospitalized person (age- 
sex specific), with a cutoff at 60 days, were those for noninsured persons 
(ibid., table 44)—which are higher than the average days per year for the 
insured or the total population. After adjustment for decedents, the days per 
capita per annum for each group thus obtained were applied to the January 1, 
1957, OASDI eligible population. When the amounts of care calculated for 
each of the six age-sex groups were combined, a rate of 2.35 days was obtained. 
It was rounded to 2.50 to allow an additional margin for increased utilization. 

Related data.—The Public Health Service has recently published the results 
of a September 1956 survey of the use of general and special short-term hos- 
pitals. For the population as a whole, this survey showed a utilization rate of 
81 day per capita per annum. For the aged (65 and over) noninstitutional 
population, the rate was 1.74 days. An estimated 36.5 percent of the aged group 
had hospitalization insurance. These rates are for stays of all durations 
and have not been adjusted to include decedents. Adjustment for decedents 
would increase the days by about 25 ’percent, and a cutoff at 60 days would 
decrease it by about 25 percent. If the two factors are assumed to cancel each 
other, the rate for persons 65 and over remains 1.74 days per capita per annum. 

In 1956, the Division of Program Research used data from a 1-day census 
of hospitals made by the Bureau of Medical Economic Research of the American 
Medical Association in 1953 to develop some approximate rates of utilization by 
age and sex and by type of hospital. The method used assumed that the hos- 
pital population on the census day was equivalent to the average daily popula- 


+A recent study in California, where the proportion of deaths of the aged occurring 
in hospitals is higher than for the United States as a whole, used a larger correction 
—— this higher rate cannot appropriately be used for the United States as a whole, 
owever. 

5 Research and Statistics Note No. 14—1956. 








790 SOCIAL-SECURITY LEGISLATION 


tion for the entire year. The basic data have now been used in computing 
two new estimates of utilization for the 65 and over group; these estimates, like 
those cited above from the Public Health Service survey, are for the aged 
population as a whole and are not age-sex specific for the OASDI eligible group. 
For this reason, among others, they are not regarded as having the same 
direct applicability as those presented earlier, but they do provide additional 
corroboration of the general levels assumed. Both estimates based on the AMA 
data included implicit overstatements of the basic data and thus allow for 
the increased utilization of hospital care expected under an insurance plan 
without specific adjustment for this factor. 

The first estimate from AMA data begins with all reported days in all non- 
Federal general and special hospitals. To these are added: all days for short- 
term care for non-service-connected disabilities in VA hospitals; All days in 
convalescent and rest hospitals; one-half the reported days in hospitals classified 
as “institution” and “all other’; and all days estimated by the AMA for non- 
reporting hospitals. Days in mental or tuberculosis hospitals are not included. 
The implicit overstatement of utilization in this aggregate arises from these 
factors: An unknown number of days in long-term general and special hospitals 
(defined as those with stays averaging 30 days or longer) are intermixed with 
days in short-term hospitals; all short-term hospitalizations for non-service- 
connected disabilities of veterans are presumed provided by the insurance plan 
rather than by VA hospitals; all the days in convalescent and rest hospitals (in 
many cases these are actually nursing homes) are included; half the days in 
“institution” and “all other” hospitals is probably an excessive inclusion; and 
some, at least, of the nonreplying hospitals (all are included) are mental or 
tuberculosis hospitals. This aggregate gives a rate of 3.08 days per capita per 
annum. When reduced by 25 percent to eliminiate days past 60, the rate becomes 
2.31 days per capita per annum. The 25 percent reduction—which was derived 
from experience based primarily on general hospitals handling almost entirely 
acute cases—appears patently insufficient when the proportion of long-term 
care included in the original rate is considered. No cutoff percentage applicable 
to the experience included in this rate is available. 

The second estimate adds to the days of the first estimate the following: All 
other Federal general hospital days (in VA general hospitals many of these days 
are for service-connected disabilities and for mental, tuberculosis and other 
chronic illness patients) ; the remaining one-half of the days in “institution” 
and “all other” hospitals. Only the days in specifically mental and tuberculosis 
hospitals are excluded. The aggregate is 3.45 days, and when days past 60 are 
eliminated by a 25 percent reduction (again an insufficient reduction considering 
the long-term inclusions in the aggregate) the rate becomes 2.59 days per capita 
per annum. 

A 1954 California health survey covering general hospitals, including all dura- 
tions and unadjusted for decedents, gave a rate of 1.9 days. When adjusted for 
decedents, by findings which are specific for the hospital utilization pattern of 
San Jose County, this rate would be increased to 2.5 days. With a 60-day cutoff, 
it would be 25 percent lower or 1.88 days. 

A considerable number of other surveys of hospital utilization have been 
reviewed in connection with the preparation of this statement. Brief explana- 
tions of the nature and limitations of each survey and of its pertinent findings are 
presented in appendix A. 

All available usable data thus appear to support a hospital utilization rate 
for aged beneficiaries of between 2 and 2.5 days per capita per annum. Some 
persons who are directly concerned with hospital or insurance operations have 
expressed fears that this range of rates may be too low. If it is, it will be due to 
certain imponderables that are not reflected in any nationwide or generally 
applicable data. A generous allowance for such unknown factors and a conserva- 
tive approach to financing might therefore lead to the use of the higher of the 
two cost estimates developed below. 

2. Other persons.—In the absence of experience data, the figure used for the 
disabled was the lower estimate for the aged; since the benefit would not be 
payable during the first 6 months of disability or for conditions other than those 
requiring hospitalization in a general hospital, this appears reasonable. The 
effect on the overall cost estimates of using for the disabled the higher estimated 
rate for the aged would be small. For children, a figure of 0.5 days per capita 
per annum was used; available data suggest a figure of about 0.4 days; no reduc- 
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tion for a cut-off at 60 days appears necessary.® For widowed mothers, 1 day 
per capita per annum was assumed; this seems ample, in view of the fact that 
the rate of 1.27 days for females aged 15-64 suggested by other data would be 
subject to a slight reduction because of the 60-day cutoff and a large reduction 
because of the absence of maternity cases. 


B. Costs 


Cost per patient day was calculated in relation to average daily costs in general 
and special hospitals. In 1956, total expense in all non-Federal short-term 
general and special hospitals was $24.15 a day. If this figure is reduced by the 
estimated cost of out-patient departments and research that are included in the 
total, the resultant figure is about $22.50. For the aged in particular, some 
further reduction is appropriate because the longer stays of the aged result in a 
lower per diem cost. In the Michigan Blue Cross plan, for instance, average 
charges per day in 1955 were 22 percent lower for the retired than for the active 
members of the same group—$17.39 compared to $22.19. Furthermore, care in 
non-Federal long-term general and special hospitals, which could be used in this 
program, was $10.20 a day in 1956. The average reimbursable cost formula used 
by many Federal government agencies was $20.52 for 1956 and represents average 
daily cost in 1,958 general hospitals. Taking into account these various figures, 
it was decided to use in the estimates a current cost of $21 a day for the aged 
and disabled, and $23 a day for younger widows and children. 

For each group, the assumed current cost per capita per annum for hospitaliza- 
tion up to 60 days a year is: 


Aged beneficiaries (including women 62-64) -..---_____------- $42. 00—$52. 50 
DORE RVD, cdc nddsiinnctincesntnhadtigeyttaaheaes 23. 00 
IN oo osc te aac ersten dnsalh-avven pl dtalocdeibalinalntoeatae oe dati cae 11. 50 
PROT LEO BPH“ G6) iitcteecesciniwcicceneonnenineeeeene 42. 00 


Nursing home care.—There is less experience on which to base an estimate of 
the cost of nursing home care for persons discharged to nursing homes from 
hospitals. The Delaware Blue Cross plan has such a benefit but only 1 year’s 
data are available. The Delaware data suggest a rate of 0.087 day nursing care 
(under the specified conditions) per capita per annum and the Delaware plan 
allows $8 per day for such care. The estimates presented here assume a rate of 
0.1 day and a cost of $10 per day or a cost for nursing home care in addition 
to hospitalization of $1 per capita per annum. There is an additional margin 
of safety in this estimate since no reduction was made to take account of the 
savings in hospital costs that would result for persons who are moved from a 
hospital to a nursing home before the expiration of 60 days (i. e., the difference 
between $10 and $21 a day in average costs). With the growth in skilled nursing 
home beds, this should become an increasingly prevalent practice. 

No additional expense for nursing home care was assumed for younger 
widows or children. Both hospital stays and nursing home stays would be short 
for these two groups and any expense for nursing home care would probably be 
offset or more than offset by savings on the cost of days in the hospital. 

For the disabled, a cost of $2 per capita per annum was arbitrarily assumed 
on the premise that this group might require the type of care provided in a nursing 

. home—subsequent to hospitalization—more frequently than even the aged 
beneficiary group. 

Surgical expense.—Data from the Health Information Foundation,’ insurance 
companies,* and certain Blue Cross and Blue Shield plans® suggest a rate of 
about 6 claims per year per 100 aged and costs of about $100 per claim. For all 
ages, the average cost of surgery has been about $5 per capita per annum. 

The figures used in the cost estimates were $6 per capita per annum for the 
aged and disabled, $5 for younger widows and $3 for children. These costs 
cover some minor surgery performed without hospitalization. 

In-hospital medical care—For the aged, the hospitalization figures used 
allow for 10 admissions per 100 aged. Experience indicates that it may be 
assumed that between 4 and 5 will be surgical cases and between 5 and 6 medical 
cases,” and that the average stay of medical cases will be 22 days per case. 


® Research and Statistics Note No. 14—1956. 

7 Anderson, O. W., with Feldman, J. J., Family Medical Care Costs and Voluntary Health 
Insurance: A Nationwide Survey, McGraw-Hill, New York, 1956. 

5 Social Security Bulletin, November and December 1956. 

® Health Costs of the Aged, table 31. 

% Unpublished data from a New York Blue Cross plan. Other experiences indicate a 
lower rate for surgical cases for the aged. 
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Allowing for the fact that the physician would not call every day in the long 
duration cases, an allowance of 100 visits per 100 aged persons seems reasonable. 
At $5 per visit, this would give an annual cost of $5 per capita for in-hospital 
medical service. The same figure was used for the disabled. 

For younger widows, a figure of $3 per capita was used; this would permit a 
$5 per visit call in the hospital for 6 in 10 of the hospital days provided. For 
children a per capita allowance of $2.50 permits a $5 per visit call for each day 
they are hospitalized. 

Physicians’ services in home and office—Data from the Health Insurance 
plan of New York shows 5.9 offive and home visits per aged person (65 and over) 
per year.” The California Health Survey of 1955 showed doctor visits of 7.3 
per year for all aged and 8.3 for insured aged but this included hospital visits.” 
Assuming an average charge of $4 per visit, $80 per capita per annum—the figure 
used—would pay for 7.5 visits per person, thus allowing for increased utilization. 
A check on this figure is provided by the Health Information Foundation data 
which show total physicians’ charges of $36 for aged persons: of this. $6 was for 
surgery and possibly $4 for in-hospital medical expense, leaving $26 for home and 
office services.” The $30 figure thus allows for 15 percent increased utilization. 

For the disabled, the same figure was used as for the aged. For younger 
widows, $25 was allowed; this is higher than the Health Information Foundation 
level excluding surgery, obstetrics and in-hospital medical care. For the 
children, the estimate allows $12 a year; the Health Information Foundation 
figure is $14 including surgery and in-hospital medical cure; $5.50 of this has 
already been included in the estimates fur in-hospital benefits, 


Early year costs 


In assessing the cost of adding such health benefits to the benefits now py- 
able un’er OASDI, the most important measure is the level-premium cost. This 
is the estimated average expenditure (including cost of administration) over the 
next 50 or 75 yeurs expressed as a percent of average taxable earnings over the 
period. Such estimates are presented in the next section. 

It is also of interest. however. to know the approximate magnitude of 
the dolor expenditures that would be incurred in the early years of the prozram. 
Since the number of OASDI beneficiaries is growing rapidly at the present time, 
the actual expenditures for medical benefiits, like the expenditures for cash 
benefits, would increase from year to year for a considerable period of time 
even if per capita medical costs remained constant. 

To give a general indication of the magnitude of early year costs, the tabu- 
lation below shows the annual cost of medical benefits for the number of bene- 
ficiaries estimated as eligible in January 1959. but using the basic unit costs 
(1956 price level) developed for the long-range calculations. 

For hospitalization only, the higher estimate of the annual cost at the out- 
set would be about $685 million in 1956 prices if all classes of beneficisries were 
covered. The addition of nursing home benefits up to a maximum of 120 days 
(less any days of hospital care) might cost an additional $13 million. Surgical 
expense henefits would add #83 million, in-hospital medieal expense S68 million 
and physicians’ services in home and office $408 million. The major part of 
the costs wonld be for the aged. Administrative costs would amount to nerbaps 
5 percent of the benefit costs shown. Because of the nse of the OASDI wage 
record, contribution collection and local office set up. it should he possible to hold 
the administrative costs of hospitalization or medical care benefits to or below 
this level. 

Actual dollar expenditures in 1959 would be somewhat higher than the amounts 
shown. though it is diffieult at this point to predict jnst how much higher. 
Contribution income will also be higher in 1959 than in 1956 as a result of rising 
wge levels (without any changes in contribution rates on taxable wage base). 
The higher actuarial estimates from which the level premium cost figures in the 
following section are derived show costs as a percent of payroll in 1960, i. e., 
shortly after the program gets under way, amounting to 0.39 percent for hos- 
pitalization benefits, 0.1 percent for nursing home, surgical and in-hospital medi< 
cal benefits and 0.23 percent for physicians’ services outside the hospital—for all 
groups of beneficiaries combined. 





11 Health Costs of the Aged, table 29, 
12 Thid, table 30. 
13 Op. cit., footnote 7. 
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Estimated current annual cost of specified benefits: persons eligible January 1, 1959 
[Unit medical costs in 1956 prices} 
Hosryital benefits (60 days)_...--.-----.------. $556, 490,000 $685, 167, 500 


Azed rersons: 
(@ 2 days per 


garvita)ics.<= 12, 255, 000 x $42.00= 514, 710, 000 
(@ 2.5 days per 

ORT BAA an toire 12, 255, 000 x $52. 50= 643, 387, 500 

Younger widows. --- 575,000 x 23. 00= $13, 225, 000 

CRUGGON is <x wink ae ay 1,570,000 x 11. 50= 18, 055, 000 

IIRL LOR i accwec aks 250,000 x 42.00= 10, 500, 000 
Nursing home care (up to 120 days including hos italization) - - —_- $12, 755, 000 
RGR PORGG ON .5.n cd mam wie eee A 12, 255,000 x $1.00= 12, 255, 000 
PPR ok ic cm acieln Sein teaiee 250,000 x 2.00= 500, 000 
Surgical GxPense..... < ..~-. 2. cn nddcecsn nse cncke se eweseelees $82, 615, 000 
Awe POTAOUS....- acc. onnéuditeecenken 12, 255,000 x $6.00= 73, 530, 000 
POP RGtr WIKOWE 2 cs 6 oe Shaws cowed 575,000 x 5.00= 2, 875, 000 
CIOL... ocnwenaaabeadaucaa sues 1,570,000 x 3.00= 4, 710, 000 
Pee). a... Socios sama week anche 250,000 x 6.00= 1, 500, 000 
in-poe* Hal Metical CAPO... 26 od ckctbh can eens bie $68, 175, 000 
RO FORROER Lk ice dcacdnadn wae 12, 255,000 x $5.00= _ 61, 275, 000 
CMD WOMEUE ss weuhana mem oa aem 575,000 x 3.00= 1, 725, 000 
RCO Ge ee ee ae ad 1,570,000 x 2.50= 3, 925, 000 
POINT RONE A. Seo Se ot cal duis w Sa tate wal 250,000 x 65.00= 1, 259, 000 
Physicians’ services in home and office. .....--.--------------- $408, 365, 000 
AOE COMING... a onnccunneacdicuewes 12, “255, 000 x $30. 00O= 367, 659, 000 
asi OG QUIS 8 575,000 x 25. 00= 14. 375, 000 
Re RM tights oi ce ahd: welt de etki Gand wall 1, 570,000 x 12.00= 18, 840, 000 
ENN ocak ati, bei Ree aaid 250,000 x 30. 00= 7, 599, 000 


Level premium costs 


The Division of the Actuary has prepared estimates of the long-term cost of 
the benefits as a percent of payroll. The estimates include an allowance for 
administrative expenses (5 percent of the benefit costs). 

The level premium costs using intermediate cost assumptions (as to popula- 
tion, mortality, etc.) and a 2.6 percent interest rate are estimated as follows, with 
a $4,200 taxable wage limit: 


Crildrer, 





Estimated level premium cost for— Aged se All groups 
ar 
disabled 

Ee: GING os 6 di iaindsc cen sdeseccbanbueed leaden 0. 44-0. 55 0. 63 0. 47-0. 58 
a ONE OU 5. onc onnsceccucshevsitidecbs ikede stebudansbals .01 (') Ol 
a a ditinta teins doaanbniettcdon spt chiacaaeetabasialtilcntaeinigeal . 06 .01 .07 
In-h: spits Fenn Were. 3. ct ee ideas . 05 .01 . 06 
Physicians’ home and office care.......................-.-.......-- 31 . 03 . 34 
All services. .....-- Ci Sediaesaeont wiaianne aiildiinalacin dietatihaed aera aa . 87- .98 . 08 . 95-1. 06 








1 Less than 0.005. 


These level premium costs are, of course, based on utilization of the several 
medical services at the rates that have been indicated. If more current or 
more applicable data on utilization should indicate that some lower or higher 
rates are better estimates of long-range utilization by the covered groups, the 
level premium costs of the table can be modified accordingly. For example, for 
each half day of hospitalization for the aged that is added or subtracted from 
the days per capita per annum rate, the level premium cost would be increased 
or decreased by 0.11 percentage points. 

Some proposals for OASDI health benefits have linked this change with an 
increase in the taxable wage base beyond the present $4,200 limit. A higher 
taxable wage base, with no change in the benefit structure, results in lower costs 
as a percent of taxable payroll. According to the actuary’s estimates, an 
increase in the taxable wage base from $4,200 to $4,800 with no changes in the 
cash benefits payable to those now on the rolls and with earnings above $4,2 
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credited only for future years (with the 20 percent benefit factor applied to such 
earnings and the maximum benefit increased accordingly), would result in a 
reduction in the level premium cost of the existing system of 0.19 percent of 
taxable payrolls. An increase in the wage base to $6,000, on the same assump- 
tions, would reduce the level premium cost by 0.88 percent of taxable payrolls. 

If an increase in the wage base were accompanied by increases in the benefits 
of present beneficiaries or other benefit liberalizations, the net savings, of 
course, would be lower (or the total cost of the system might be increased, with- 
out reference to any health benefits). If a proportional share of the gross 
savings from an increase in the tax base were assumed to apply to the health 
benefits, the level premium cost figures shown above would be reduced by about 
5 percent with a $4,800 base and by about 10 percent with a $6,000 taxable wage 
base. 

APPROXIMATE COST OF HEALTH BENEFITS PROVIDED IN PENDING BILLS 


To illustrate the use that can be made of the general cost estimates, they are 
applied below to three pending bills: 
H. R. 1092 (Celler—introduced January 3, 1957) : 

Provides hospitalization benefits up to 60 days a year for eligible aged and 
mothers and children ; present taxable wage base. 

Approximate level premium cost: 0.46-0.57 percent of taxable payroll 
(aged 0.44—0.55, mothers and children 0.02). 

H. R. 4765 (Dingell—introduced February 14, 1957) and H. R. 9448 (Roberts— 
introduced August 26, 1957) : 

Provides hospitalization benefits up to 60 days a year for eligible aged, 
mothers and children and disabled; present taxable wage base. 

Approximate level premium cost: 0.47-0.58 percent of taxable payroll. 

H. R. 9467 (Forand—introduced August 27, 1957) : 

Provides (a) hospitalization benefits up to 60 days a year, plus nursing 
home care (when discharged from hospital) up to a combined total of 120 
days and (b) surgical benefits, for eligible aged and mothers and children. 

Also includes provisions for liberalization of the cash benefits and for a 
$6,000 taxable wage base. 

Approximate level premium cost of health benefits, assuming that a pro- 
portionate share of the savings from the increase in the wage base is applied 
against the cost of these benefits—0.48—0.59 percent of taxable payroll (agee 
0.46—-0.57, mothers and children 0.02). 


t 


APPENDIX A 


Factors AFFECTING COMPARISONS AMONG REPORTED RATES OF UTILIZATION OF 
HOSPITALS IN POPULATIONS 65 YEARS OF AGE AND OLDER 


It appears feasible to estimate, within a fairly narrow range, the potential 
utilization of days of hospital care to be provided under proposals for hospital 
care insurance under OASDI. Comparisons with various experiences for persons 
65 and over tend to confirm 2-2.5 days per capita per annum (excluding care 
beyond 60 days) for the OASI populaton, now and in future years, when the 
differences in demographic and other characteristics between the OASI popu- 
lation and the alternstive experience are taken into account. The estimates 
were derived from data that were age and sex specific, and they exclude days of 
hospital care beyond 60. They relate specifically to the age-sex composition 
of the OASI population which differs in many respects from other groupings 
of the aged population. Allowance was made for decedents as well as for 
increased utilization attributable to insurance. 

Factors affecting the level of hospital utilization in different population groups 
aged 65 and over which need to be scrutinized for the purpose of cost estimates 
and comparisons include: 
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1. Differences in the age and sex composition of the populations. As age 
advances, utilization rises but then may fall at the very high ages. Males 
generally use more hospital care than females. 

2. The degree of rurality of the compared populations. Rural groups may 
have somewhat higher or substantially lower rates depending on how wide the 
open spaces are and what the supply of hospital beds is. North Dakota has a 
high rate ; the Southern States have low rates. 

3. The extent of hospitalization and other forms of health insurance in the 
groups compared and the types of benfits available or contemplated. Compre- 
hensive insurance may create conditions lowering the need for hospitalization. 
If the insurance is applicable only to hospitalized illness the use of hospitals may 
be increased. 

4. The availability of beds in a particular setting in contrast to the national 
situation applicable to a group such as OASI beneficiaries. There is substantial 
evidence that a surplus of hospital beds discourages the development of lower cost 
facilities under an insurance program and encourages the use of hospital facilities 
beyond that needed even assuming high standards of patient care. (In Sas- 
katchewan there are twice as many beds per 1,000 population as in the United 
States and utilization is therefore greater than is possible in this country without 
a tremendous increase in bed capacity.) 

5. The rates for groups being compared should include, for both, the use 
of hospitals by persons who do not survive the survey year (decedents). Data 
based on household interviews are generally understated for the age group 65 
and over because the high utilization by decedents is omitted. 

6. The degree of labor force participation in the compared groups should be 
comparable since the working population uses less hospital care than retired 
persons. 

7. The income levels and extent of inclusion in the population of an OAA 
caseload affects the use of hospitals since very low and very high income groups 
tend to use hospitals more than middle income persons, though for 2 very 
different reasons—health and social conditions in one case and ability to pay 
for care in the other case. Therefore, it is reasonable to anticipate that the 
proportionate growth in utilization under an insurance program would be 
greatest among middle income groups. 

8. Marital status should be comparable since married persons use less hospital 
care than nonmarried persons. 

9. The data should be comparable with respect to the type of rate used to 
determine the number of persons hospitalized in the course of a year since 
rates of admission and rates of discharge which count multiple hospitaliza- 
tions differ from rates based on the number of persons hospitalized in a given 
population in a year. 

10. There are important variations in the availability and use patterns of 
different types of hospitals and other medical institutions such as nursing 
homes. Different localities also vary in the average length of stay (per ad- 
mission, per discharge, or per hospitalized person) which affects the calcula- 
tion of days per capita per annum used. Stays in Federal hospitals, in long- 
term hospitals, and in charity hospitals are noticeably longer than in the typical 
general hospital where most of the general care provided the aged is received. 

11. The effect on utilization of the number of insured days provided in dif- 
ferent experiences must be considered. Where 365 days of care can be obtained 
through an insurance plan, the days of hospital care to be paid for by the 
plan will be greater than where some lower number is contemplated. 

The comments that follow call attention to some of the factors that are 
inherent in a number of experiences among the aged populations which may 
cause differencs in rates from the projected level of 2-2.5 days for the national 
OASI population under the terms most often proposed. All these experiences, 
unlike the 2-2.5 days estimate, include care rendered beyond 60 days in a year. 


28110—58—_—_52 
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10. 


11. 


. Committee on Costs of Medical Care (1928-31) 


. National Health Survey (1935-36) 


. Aged OASI Beneficiaries (1951) 


. Health Information Foundation National Survey (1952-53) 


. AMA Onre-Dey Census cf Hospitels (1953) 


. Baltimore Eastern He-lth District (1938-43) 


Data from national surveys 


Days per capita 
per year, stays 
up to 365 or 
more days 


The higher figure measures days within a given 12-month 
rericd. There was a lower average age for persons 65 and over 
27-30 years ago; it was a different era in medical practice and use 
of hosr ~— Almost no health insurance was found. Decedents 
excluded. 


Depression era. Other comments as under item No. 1. 


. Social Security Administration Survey Using Bureau of Census Cur- 


rent Fopiulawon Survey Sample (1051)... ............5.....-...<. 

Cross section of the entire aged population but excluding the 

institutional population and decedents. 26 percent had hosrital- 
ization insvrance. Ineclvdes OAA cases. 

Largely urban popvlation no longer in the labor force. 23 per- 
cent with hospitalization insurance. 56 percent of sample were 
males. Some institutional population included. Decedents ex- 
cluded. 

Cross section of aged noninstitutional population. 31 percent 
with hospitalization insurance. Excludes decedents. 

Most repre-entstive data available for the entire country. 
Rete obtrived by multiplving findings for 1 dsy by 365. Some 
oversteterent probable because no ellowsnce is made for seasone| 
veri*tions in bed occupancy. Includes decedents. (See also pp. 
8--).) 
Pe ce ee eRe CRN. cnn c cme ncmceetceceseceecaucuee 
Source cf deta, methodclogy, ete., correspond to item No. 3. 
36.5 percent of this age group had hospitalization insurance in 
1956. (See p. 9.) 


DATA FROM A SINGLE LOCALITY 


Urben popul-tion. Period predates the antibiotics, ete. 
Monthly househcld interviews of some white families. Includes 
devede” ts. 

Seth? Meee RRM N Nee sl ee ee be ebbbee ow 

Hithly urb9n popul-tion; free care to large OAA group in- 
cluded. Dececents excluded. 

Maryl?nd Survey of Commission on Chronic Illness (1953-54) __-_-- 

Besed on pstients in the hospitel on a given dey, and the length 
of time they hed been in the hospital to that day projected to an 
annul rete. Roetes ere 1.76 for age 65-74, 2.46 for age 75-84 
and 3.03 for »ges 85 and over. 

Catitorris ie ish Survey (1964-55)... 22... 625.202. --ccscnsce.cces 

The r°te »s edjusted by the survey steff to include decedents is 
2.49. C>liforri> hes a higher than average bed capacity, and a 
higher thon aver>ge rate cf deaths in hospitels among aged 
persons. The decedent sdjustment for California would be 
greoter than the national correction. The population may in- 
— more retired persons than the country generally. (See 
p. 9. 


Riad eaten thane tis 1. 50-1. 92 


2. 25 


. 94 


2. 00 


1, 90 





12. 


13. 


14, 


15. 


16. 


17. 


18. 


19. 
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Data from national surveys—Continued 


DATA FROM AREAS OUTSIDE THE UNITED STATES 


797 


Days per capita 
pei year, stays 
up to 305 or 
more duys 


Canadian National Health Survey (1950-51) __-...__--.---._----_- 
Higher proportion of men than in United States. More beds 
per 1,000 population than United States. Population density 
less than in United States. Includes several provinces with uni- 
versal hospitalization insurance. 
Saskatchewan Hospitel Service Plain (1956). ..----.----.---------- 
See item No. 12. Nesrly 100 percent of populstion eligible for 
sare under the Province’s hospitel insurance system. Twice as 
many beds per 1,000 as in United Ststes. Data are based on 
discharged cases and desths in the given yerr. Includes long- 
termi core sometimes lesting more than 365 drys. Excludes deys 
for persons in the hospital at the end of the year. More generous 
provi ions fcr OAA e’ses than in United States. OAA population 
equsl to 8 percent of tot*l population 65 and over. 
British Columbia Hospiteligstion fiaisc.cé oc cdsasc. cdakio sli... 
Includes decedents. Based on discherges and deaths. More 
generous provisions for OAA cases than in United States. 


DATA FROM NATIONAL SURVEYS, FOR INSURED POPULATIONS 


Gocial DeCUriCy CUTVOy CTOUtT .. . << seca pncdsienedcmaaeennenidaiied 
Relates to 26 percent of the aged noninstitutione! population in 
1951. Insured populition younger than aged population generslly. 
It included more meles, and was weighted with persons still in 
the labor force. Excludes decedents. 
OAS Buevey CIS ST i uses corr aniin ct aed scans sees aubeieae ae ae 
See comments under No. 4. Insured persons had, on the aver- 
age, been more recently attached to the labor force, although all 
persons in this survey were retired. Preponderance of males. 
Excludes decedents. 
Health Infoemation Foundation... .ccconscccetcnsdguseeatetenaacne 
Does not include decedents. Insured population probably 
younger and weighted with males. Based on 31 percent of this 
age group at time of survey. 
Pualilig, SECA Ber vie. Ck Dae ani ac sn 106 Am secede neon ies es al a ee 
Same survey as item No. 7. Does not include decedents. 
Corresponds in methodology, ete., to item 15 but derived from a 
larger section (36.5 percent) of the aged noninstitutional popula- 
tion. 
Society of Actuaries: Joint Committee on Health Insurance, Task 
Force 4 Report (paper by Bartleson and Olsen, Reserves for 
Individual Hospital and Surgical Expense Insurance). 


Men 
AU GPG GS. oo sc seein cnn dsbaseceGuwc dane oeaueee 2. 177 
Re TD FO kind we weckn ges Cae ene 2. 575 
WE GOD TE on 5 Ss ecdagatbcodnaieckeneareulweuee 3. 700 
At Gis BO Gad Wet oo os chi CS EK ee 4. 600 


Data are based on individual policies and are designed to pro- 
vide a basis for writing noncancellable insurance (covering up to 
90 days care). 


3. 74 


7. 12 


3. 65 


1. 51 


2. 80 


1. 56 


1. 75 


Women 
2. 189 
Same 
as 
men 
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29. 
30. 


31. 


Data from national surveys—Continued 


DATA FROM A SINGLE LOCALITY, FOR AN INSURED POPULATION 


Days per capita 
per year, stays 
up to 365 or 
more days 


2. 52 


New York City, HIP Family Survey (1951)_............_.-______- 
Urban setting. Small representation of aged in total popula- 
tion at risk. 
Unpublished Blue Cross Data Adjusted to the Age-Sex Composition 
ree eee te. es RODONEIONL, ne eee eB Gi A ww ewedn 
The representative nature of the unadjusted sample is subject 
to question since few Blue Cross plans know the age and sex of their 
subscribers. Possibility of antiselection among group conversion 
members. 
Birmingham, Alabama, Blue Cross Subscribers (1952-53) ___.._____- 
Data relate to persons 55 and over. 
Boston, Massachusetts, Blue Cross Subscribers (1952—53)_________- 
Data relate to persons 55 and over. 
Boston, Massachusetts, Subscribers to Aetna Policies (1952-53) 
Data relate to persons 55 and over. 
Subscribers to Blue Cross and HIP, New York City (1955)__.______- 
Urban setting. Excludes decedents. Possible antiselection 
among group conversion members. 
Blue Cross-Blue Shield Subscribers, New York City (1954)___._____- 
Urban setting. Excludes decedents. Possible antiselection 
among group conversion members. 
Philadelphia Blue Cross Plan (1950)_........-..----.------------- 
Based on insured days of “bill direct’’ contracts where possible 
selection against the plan may have occurred. Includes decedents. 
SESVEnE sen ©0088 BAB AROOS) co ee neon pane eens 
Age-sex data from the plan’s experience were applied to the 
United States civilian population to correct for the unrepresenta- 
tive nature of the population insured under the Maryland plan. 
Includes decedents. 
aw. wey sate Lome AOD (80On). co ene ee oe ee 
Based on all claims for a 2-month period. Includes decedents. 
Pensioners of General Electric (1948—-51)__.............---.-.------ 
Excludes disability pensioners. ‘Normal and optional pen- 
sioners’’ include some under age 65 and women age 60 and 
over—total in group 8,060. The rate for disability pensioners 
was 3.81 days per capita per annum (670 persons). The combined 
rate for all pensioners was 2.38 days per capita. 
Miasart Tames im Tensioners (1954)... 2. elle 
Benefits include complete medical care but only when hos- 
pitalized. Population almost entirely male. Care paid for up 
to 365 days in the hospital. 





2. 


80 
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Data from national surveys—Continued 


DATA FROM PUBLIC ASSISTANCE EXPERIENCES 
Days per capita 
per year, stays 
up to 366 or 
more days 
For PA experience the population base is difficult to determine if the 
medically indigent are included in the program since a very high propor- 
tion of such cases come on the OAA roles only when they obtain hospital 
care. 


32. Rhode Island OAA Caseload (1954-55) _-........--..-------------- 2. 90 
Average age of population very high. Health of OAA cases 
below average. 
wa. Conmentiont. OA A Caseload (ly oo ic cco cc enline deed onnet a cmenk 3. 51 
Derived by doubling the rates obtained for a 6-month period. 
Average age high and health below average. 
34. Public Assistance Survey of 9 Counties, 1946: 


Tn a a ee 1. 50 
PROG. oo cc kus deed ka eR OER SSE wee Lea ee eee ee 2. 73 
I i i is esos lin toes hak a aaNet nde a lee ae 6. 54 


The rates were derived from data on admissions and length of 
stay that were not necessarily from the same locality. 
35. British Columbia OAA Cases (1954)__.--.--------------_-_-_-__- 3. 60 
20 percent of the OAA population on which the rate is based 
were reported to be hospitalized, indicating that the medically 
indigent are included in the population. 
$6. Province of Alberta OAA Cases (1955)_.......-....-- ue 7. 05 
Includes so large a proportion of medically indigent cases that 
half of this population was reported to have been hospitalized. 
ST. Baskatenewasi CAT Came Cem kon ecg ce eo cease eue tee ee 5. 09 
Based on discharged cases. Nearly 3 in 10 of these cases were 
hospitalized, spending an average of 17 days in the hospital. For 
all persons 65 and over 381 per 1,000 were hospitalized, double 
the United States rate. 


(The following material was received by the committee :) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
SocraL SECURITY ADMINISTRATION, 
Washington, D.C. 
Mr. NELSON H. CRUIKSHANK, 
Director, Department of Social Security, AFL-CIO 
815 16th Street, NW., Washington, D.C. 


DEAR Mr. CRUIKSHANK: This is in reply to your letter of June 18 in which 
you request available data dealing with benefit amounts of perons who came 
on the old-age and survivors insurance benefit rolls before 1955 and those who 
came on the rolls after 1954. 

The enclosed table 1 shows the percentage distribution of old-age insurance 
benefits awarded to men in each of the calendar years 1955, 1956, and 1957, by 
amount, as compared with the percentage distribution of old-age insurance 
benefits of men who were in current-payment status on December 31, 1957, 
and who became entitled to such benefits before the 1954 amendments. 
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Table 2 shows, for men and women separately, the number of old-age in- 
surance beneficiaries awarded benefits in each of the calendar years 1955, 
1956, and 1957, distributed by amount of benefit. The benefit amounts shown 
for women are their full-rate old-age insurance benefits, i. e., the amount before 
actuarial reduction. Use of the full-rate old-age insurance benefit for women 
makes the 1955 data for women aged 65 and over fully comparable with the 
1956 and 1957 data for women aged 62 and over. Furthermore, all the data 
for women are then fully comparable with the corresponding data for men. 

Table 3 shows, for men and woman separately, the total number of old-age 
insurance benefit awards in each of the calendar years 1955, 1956, and 1957, 
and the number and percentage of such awards that are based on an average 
monthly wage figured over the period beginning with 1937. In nearly all 
instances the reason for basing the average on earnings in the period beginning 
with 1937 rather than on earnings in the period beginning with 1951 is that 
the worker either had no earnings after 1950 or had earnings after 1950 that 
were lower than his earnings in prior years. 

Tab'e 4 shows the number and percentage distribution of aged widow’s and 
aged dependent widower’s benefits awarded in each of the 3 calendar years 1955, 
1956, and 1957, by year of death of the insured worker on whose earnings the 
benefits were based. 

Table 5 shows the number and percentage distribution of aged wife’s and de- 
pendent husband’s benefits awarded in each of the 3 calendar years 1955, 1956, 
and 1957, by year in which the insured worker on whose earnings the benefits 
were based became entitled to old-age insurance benefits. 

If there is any other information that we can furnish, please do not hesitate 
to call on us. 

Sincerely yours, 
CHARLES I. ScHOTTLAND, Commissioner. 


TABLE 1.—Percentage distribution of ben°fits of male old-age insurance benefictaries, 
by interval of primary insurance amount 


Percentage distribution of benefits of men— 


























On rolls Awarded benefits in— 
Dec. 31, rd os 
Primary insurance amount 1957, who | 
came on i 
rolls before | Totel, 
1954 1955 | 1956 1957 | 1985-57 
amend- | 
ments ! | 
Total number (in thousands).._......_.__. 2, 500 629 564 896 2, 089 
Percent Percent Percent | Percent Percent 
ee Aas ee 100 100 | 100 | 100 | 1 
OOD reatach bw isicdinhebussecdiacp ashing 12 s 12 5 a 
ccs tenia inaeiieith ius 6 4 5 6 5 
COS OS ee alan iinet de 8 | 5 5 9 6 
See epee Le. 12 | 6 6 7 6 
SUMO ONIIIIN ins 0s. cece ees -u 17 | 12 10 12 12 
$70.00 to $79.90_..__- ain hind nach bimamedeaiene 16 13 10 10 il 
I ee ea, to ee ae 13 12 11 10 1 
OL Eee ey eee ee 16 37 16 12 21 
ID OO ND ccs erste- kL anode cas le dad ~4escee | 2 22 9 il 
INGE Grae t tet ensapnsnecenamesiescieconescs sol eeiarandcent 3 | iT | 8 


1 Estimated distribution of male old-age insurance beneficiaries in current-payment status on Dec. 31, 1957, 
who became entitled to benefits before the 1954 amendments, 
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TABLE 2.—Number of old-age insurance benefits awarded in each calendar year 
1955, 1956, and 1957 by amount of old-age insurance benefit and sex 


{In thousands] 























Male Female 
Amount of old-age insurance benefit ! us 
1955 1956 1957 Total 1955 10s | 1050 | 67 | rota 1956 1957 Total 

usin aiitennn neti ainictiteinn cliaieiinkll 53 68 73 195 59 82 119 260 
RE ee eee ee 28 28 52 108 29 38 57 125 
$40 00 to $49 90._...-._.._- ‘inccigibieiawa 30 28 77 135 27 39 55 121 
Ae OD Once ct dconnwenwanticns 37 31 62 130 30 41 52 123 
Ss ceccadiuisemudemnn 75 58 107 240 57 67 90 214 
ee Beds 83 57 90 231 41 48 64 153 
Be OP OD Ge OO. ciccc cccntccccesese nse 7 60 89 227 19 25 40 84 
nO GEE... nadedudoonenaiabdibun 233 93 110 436 18 18 28 64 
$100.00 to $108.40__ litereduitinlinaindnndid 12 123 85 280 0 10 12 22 
Dngsciedscnteeaenaweses sions 18 150 168 ‘ 1 12 13 

I Ss iia aati ie lale bili 629 564 806 | 2, 089 281 370 529° 1, 180 





actuarial reduction. 


Note.—Totals do not necessarily equal the sum of rounded components. 


1 The benefit amounts for women are their full-rate old-age insurance benefits, i. e., the amount before 


TABLE 3.—Number and percentage of old-age insurance benefit awards in each 
calendar year 1955, 1956, and 1957, based on average earnings after 1936, by sex 


(Number in thousands] 





Year of award Total 

awards 
Si nccenina dh cauhinthinaladipakiciniain a aadaadduderamaadiade 2, 089 
SNC ccd dt nasnade $hbbencsaash inhcawdnaakepensdeahiee 629 
i iccnowmpttcckentudathbabhaniedsntbacen pumas otdunedumnmnacamiaaaatae 564 
DET cs ntitetgevccendeibunandney daaguanhibagumapioumminiaanas 896 
Total. ae a acuaasieiidaaedl seated 1, 180 
Sila \inihieinitansaenioepeeniimiatindencideimiiums ama aahaienidiatie inhi sii tanianienae 281 
1956_. i ealad aon tt dled takai die aaal eae cadane 370 
OU ce es LE ce I, a dae toga eke ae 529 





Awards based on average 
earnings after 1936 


Percent of 
Number total awards 


Male 

314 15.0 
134 21.3 

96 17.0 

84 9.4 

Female 

359 30.4 

86 30. 6 
128 34.7 
144 27.3 





1 Preliminary. 
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TABLE 4.—Number and percentage distribution of aged widows’ and aged dependent 
widowers’ benefits awarded in calendar years 1955-57, by year of death of insured 


workers 
{Number of awards (in thousands)] 





Calendar year of award 
Year of death of worker 








1955 | 1956 | 1957 | Total 

meuslen —— | cE LESTER 

a ee sk hl, pee al tee kim 36 | 64 | 44 143 
I ache cscntasierecihenm Es TRGS > 4 CE Ss Se > ee Oe 31 67 38 136 
ee te ere eer er ee 74 | 32 12 118 
ee os ee cake, nc ce 91 | 36 127 
a Ae ate cli ak ioe ok Gee val ..| 115 115 
er eet Bers Si ag PE Bae od bo 141 | 254 | 245 639 





PERCENTAGE DISTRIBUTION BY YEAR OF DEATH OF WORKER 











1950 and prior- ----- eral tearernencie Kress rac esunidemammnaedl 25 25 18 22 
MUNN ee: iret wire oa bos ales 22 26 15 21 
RR ee ; Sapte tn dee cagiventanes 53 13 5 18 
NE Ce Be 8 36 15 20 
EER 2S il! ARLE RL Tas ieee Seon beater 47 18 

EN a ek Ti a 100 100 | 100 | 100 





Nore.—Totals do not necessarily equal the sum of rounded components. 


TaBLe 5.—Number and percentage distribution of aged wifes’ and aged dependent 
husbands’ benefits awarded in calendar years 1955-57, by year of entitlement of 
insured worker to old-age insurance benefits 


{Number of awards (in thousands)] 


Calendar year of award 
Year of entitlement of worker to old-age insurance benefit 


| | ] 


























| 
! 


1955 | 1956 | 1957 | Total 

Me a a ee 29 | 37 | 33 99 
eh lsc. ox ee ee 126 | 109 | 78 314 
i ae eS 134 | 83 | 43 261 
On et eh ond 155 | 217 372 
ra ie rn a acpi ananeust | acetate cs 207 | 207 

ra a deat whan | 289 | 385 | 57 1, 252 

PERCENTAGE DISTRIBUTION BY YEAR OF ENTITLEMENT OF WORKER 
. eo asdiccieroienmebarste kaa | 10 10 | 6 | 8 
es Be ne een can 44 | 28 14 25 
1955__- Sree <a: 46 | 22 | 7 21 
eR tenes ne 5 Dein Scceede & 40 | 38 30 
ee Bes SA I PS ions 36 16 

Total...--- da sen eS? 55 gt Oe 100 | 100 | 100 100 





Note.—Totals do not necessarily equal the sum of rounded components. 
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III. HEALTH INSURANCE IN THE POPULATION 65 AND Over’ 


This is the third note in a series on the extent of health insurance protection in 
the United States, based on questions added to the September 1956 Current Popu- 
lation survey.” The present note considers health insurance ownership in the 
3 age groups 65-69, 70-74 and 75 and over. The first two notes included age 
groups under 65 as well as the age group 65 and over, making possible com- 
parisons between different age-sex groups, by race, labor force status, and marital 
status. 

In the aged population as a whole there were 365 insured persons per 1,000. 
About 85 persons in each 1,000 had insurance that applied only to hospitalization 
while 280 in 1,000 had insurance that included surgical services. For an unknown 
portion of the 280 their benefits applied to physicians’ attendance in the hospital; 
for a fraction of this number the benefits applied whether the person was 
hospitalized or not. 





the number of insured women per 1,000, 342 (table 1). This results to a con- 
siderable extent from the higher labor force participation rate of men. The 
relatively higher proportions of men than women with insurance did not hold, 
however, among those not in the labor force nor among nonmarried persons. 

Nearly half of the population in the age bracket 65 to 69 had hospitalization 
insurance compared to about a fourth in the population aged 75 and over. 

Married persons were much more likely to be covered than nonmarried per- 
sons if they were between the age of 65 and 74 but after age 75 the number in- 
sured per 1,000 married was about the same as for the nonmarried. 

Comparison with results from the March 1952 survey.—A measure of the in- 
crease in insurance protection among the aged in recent years is available when 
the findings from the September 1956 Survey are compared to those from a simi- 
lar survey of the March 1952 current population. As additional 102 persons per 
1,000 persons aged 65 and over have become insured in the interim of 54 months 
between the two surveys. Insurance protection among the women has increased 
more than among the men, except in the age group 75 and over. Improvement 
in coverage among men not in the labor force has been more marked than among 
men in the labor force, as the table shows: 


Source: Research and Statistics Note No. 17—1958, June 11, UNITED STATES 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, Social Security 
Administration, Division of Program Research. 





Additional persons insured per 1,000 between 
March 1952 and September 1956 


65and over; 65 to 69 70 to 74 |75and over 











NE Sin bi see tit hn 102 112 115 87 
| 

a ll ed a 90 75 113 95 

oe SS RE OR es 63 74 86 37 

Not in the labor force. ......................... | 107 81 134 104 


Ne oh gl ee ee esa 114 146 | 119 81 


Because the numbers were small and sampling errors likely to be large, the 
extent of increase among persons of the nonwhite race and among women in 
the labor force is not shown by age. There appeared to be marked improve- 
ment in the number of insured per 1,000 among aged women still in the labor 
force (255 per 1,000) ; aged women who are still in the labor force are almost 
all between the ages of 65 and 69. Considerably less than average improve- 
ment in insurance coverage was registered for the nonwhite aged (68 per 1,000). 

One of the essentials to expanding the proportion enrolled in health insurance 
is the necessity of keeping ahead of the increase in the population. With the 


1 Prepared by Agnes W. Brewster, Division of Program Research. ; 

2See R. and S. Note No. 13, May 20, 1958—I. Health Insurance Coverage by Age and Sex, 
Sept. 1956, and R. and S. Note No. 14, May 27, 1958—II, Characteristics of the Popula- 
tion with Hospitalization Insurance, Sept. 1 1956.’ 
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death rate declining, the number of persons in the older ages had increased 
markedly in the 4% years between surveys. As table 2 shows, the estimated 
aged population increased overall by nearly 1.6 million persons in the interim, 
and the number of aged with hospitalization insurance rose 1.8 million so that 
the numbers without hospitalization insurance fell by a quarter of a million. 
Enrollment exceeded population expansion but did not materially cut into the 
backlog of uninsured aged. 

In the age group 65 to 69 in particular the insured group increased more rap- 
idly than the age group as a whole so that a decline in the actual number of 
uninsured occurred. At ages 70 to 74, there was a slight decrease in the num- 
ber without insurance. After age 74 an increase in the number without in- 
surance occurred, offsetting some of the decrease in the other 2 age groups. 
It should be kept in mind, however, that the group that was in the 65 to 69 
year age group in March 1952 had virtually all become the group aged 70 to 74, 
4% years later; the percentage decrease between the 2 dates in the number of 
persons who were aged 65 to 69 in March 1952 and aged 70 to 74 in September 
1956 and in the insured and uninsured sectors of this group was identical, indi- 
eating no differences in their respective death rates. Thus the expansion in 
the number who were insured in the age bracket 70 to 74 in the September 
1956 survey reflects almost entirely their situation at the earlier period and 
indicates that as a group they had retained their previous level of insurance 
protection. Relatively, the uninsured portion had remained virtually un- 
changed. These findings were indicated in another way in the discussion of 
table 3 in the first of the notes in this series. 

If future studies of insurance coverage in the aged population were to show 
the age bracket 75 to 79 separately from those aged 80 and over, it would be 
possible to carry this analysis through another 5 years of the life span to de- 
termine the extent to which persons past age 75 are also maintaining their 
health insurance protection. 


Insurance and annual income 


Information was obtained in the household interviews about annual family 
income* and income of individuals not living with any relatives. Relatively 
few aged persons living in families with low incomes were found to be insured 
(table 3). Only 174 per 1,000 aged persons in families whose incomes were 
under $1,000 reported having health insurance. When family income was $5,000 
or more, 477 per 1,000 aged were insured. 

Although family income was not necessarily the income of the aged person, 
the family income in many instances was that of an aged couple. The fact that 
the proportion of women insured was not highest in the $5,000-and-over class 
may reflect the relatively large number of aged women who live in the house- 
holds of relatives other than their spouse. 

The second part of table 3 shows the proportion insured when the income 
reported was that of aged persons classed as “primary individuals.” No one 
in these households was related to the head, so the income shown in all in- 
stances, is that of the aged person. Among individuals with less than $1.000 
in annual income about 1 in 5 were insured. When their income exceeded 
$3.000 annually more than half of the aged individuals reported owning health 
insurance. 


Comparison of the insured and uninsured aged populations 


The insured population was heavily concentrated in the age bracket 65 to 
69 (table 4). As compared to 38 percent of the total aged population in this 
age bracket, half of the insured population was between these ages. Less than 
a third of the uninsured population was between the ages of 65 and 69. 

The aged population with insurance is almost entirely composed of white 
persons; only 3 percent are nonwhite. Nine percent of the uninsured aged 
population is nonwhite. 

More than half of the insured aged men were in the labor force, with the 
majority in the age bracket 65 to 69. (Of all aged males 4 in 10 were still in 
the lahor force.) Among the uninsured men, only a third were in the labor 
force, with less than half of them aged 65 to 69. 





%In census terminology persons living in a family headed by a nerson related to them 
bv bloed. marriage or adontion are members of primary familv units. The income shown 
for the familv unit in which the aged person lives is not necessarily that of the aged 
person but would include his income. 








SOCIAL-SECURITY LEGISLATION 805 


Six in ten of the insured population were married although only about half 
the aged population in general is married. Nearly 8 in 10 of the insured men 
were married. 

Only 1 in 5 of the uninsured of both sexes combined was in the labor force. 
Although a third of the uninsured men were still working or looking for work, 
91 percent of the uninsured women were not in the labor force. Almost one in 
three noninsured aged women was a nonmarried person at least 75 years old. 

Table 5 compares the distribution of insured and uninsured aged persons 
by income. About 11 million aged persons were represented in the sample of 
those living in family groups whose income was recorded on a family basis. 
Although a few of the insured were found in families with less than $1,000 annual 
income, more than half were in families with incomes of $3,000 or more. The 
uninsured group (which contained 61 percent of the 11 million aged persons 
reported by family income status) included large proportions with incomes 
below $3.000; only 38 percent were located in families with $3,000 or more in 
family income. 

The lower portion of table 5 shows the distribution of the sample of aged 
individuals living alone (representing nearly 3 million persons) for whom 
individual income was recorded. A third of the 1.2 million with insurance had 
incomes below $1,000 while 19 percent fell in the $3,000 and over class of incomes. 
Among the uninsured (equal to 1.8 million), 6 in 10 had incomes of less than 
$1,000 and only 7 percent were at the $3,000 and over level of income. The 
uninsured women with less than $1,000 of annual income represented 44 percent 
of all aged women (insured and uninsured combined) who were not living in 
households with relatives. Sixty-four percent of the uninsured women had in- 
comes of less than $1,000. 

The findings from the September 1956 survey and the comparison with the 
March 1952 survey point to the conclusion that persons entering the retirement 
years continue the health insurance they obtained when they were younger if it 
is possible to do so. A fairly high level of insurance protection exists among 
persons in the labor force and among married persons. Those with low incomes 
on the other hand and those who are neither in the labor force nor married to a 
person who is or has recently been in the labor force largely lack such protection. 
Until the time comes when the aged population is composed almost entirely of 
persons who were insured through their work (or under family policies as a 
spouse) and when insurance can be continued after age 65 by most persons 
(including widows after their family policy has been terminated by the death 
of their spouse), it appears that large segments of the aged population will live 
out their years without this form of personal security. 


TABLE 1.—Insured persons per 1,000 persons in the noninstitutional population 
aged 65 and over, by age, sex and other selected characteristics, September 1956 


Insured persons per 1,00 





| 
Population group 
| 








65 and over 65 to 69 75 and over 
cana a nae ae ae ania --| 365 476 237 
_ ESE Joaraleaaite sGalaivGanidasmedeben 392 498 253 
SMI <a donee cocoa ane ciao ean at sanaaimounen 342 455 225 
i a ae a Seemann | 379 493 245 
ID as cadencen cahadeaiees a taie abaeicaaeeel 408 521 | 259 
ail eal neeuenipatniaciieied | 355 468 225 
I ots oe ee edi nerdiaiaatna wade | 173 1 228 1122 
Male scat i aren acpi easie alec tai dite eckke Dndink dicate 181 1192 1173 
 - Saar . fy s caalecagale 166 1 262 183 
i Gey Oe GINO ou ios cakaienacawnmnnedebae 502 572 330 
a ee 508 583 339 
i eS kD édionakanail 483 5Al 1333 
PI te PAOD DONOR so oi vateciesccemndnesanannd | 320 419 225 
a 311 386 232 
at gh a oe | 324 435 221 
|, a a a aaa si aaiad eva igiag eas 430 529 254 
a na ee as 442 545 264 
a as ii ae ad | 409 506 233 
EE curr ccdcundacaabkecocanmaumadwunane | 296 387 228 
hh a ad | 277 337 243 
ER Se oe 305 408 222 





1 Indicates small number of cases in the sample. 
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TABLE 2.—Changes in the estimated size of the noninstitutional population 65 and 
over and of the insured and uninsured populations 65 and over, in three age groups, 
between March 19521 and September 1956 


Total aged | Insured aged! Uninsured 


Age and survey year population | population | aged popu- 
lation 
65 and Over: 
EE ae 14, 077, 000 5, 138, 000 8, 939, 000 
ARIS EERE: Sebago’ 12, 495, 000 3, 299, 000 9, 196, 000 
“aa Increase or decrease 1956 over 1952_..............-.--...- +1, 582,000 | -+-1, 839, 000 —257, 000 
i Sica ap mneeneeenemecwes a 5, 352, 000 2, 547, 000 2, 805, 000 
ne iS kites Soke ait eds werden mato 5, 010, 000 1, 824, 000 3, 186, 000 
aa Increase or decrease 1956 over 1952_........._------------ +342, 000 723, 000 —381, 000 
‘ ‘ 
IT ID NN oss cn ccc annb uae cnenensse 4, 122, 000 1, 498, 000 2, 624, 000 
EN en ee ee 3, 587, 000 890, 000 2, 697, 000 
Increase or decrease 1956 over 1952___......-..----.------ +535, 000 +608, 000 —73, 000 
75 and Over: 
I oi pees erate geannnudsnanowais 4, 603, 000 1, 093, 000 3, 519, 000 
March 1952 survey-.-.._-...------- SRLS? ES et ae 3, 898, 000 585, 000 3, 313, 000 
SS Ee eS aera +705, 000 +508, 000 +197, 000 


1 The March 1952 survey population data have been adjusted to conform with revised census data for that 
date. The figures therefore differ from the aggregates shown in Bureau Report No. 18 where the rate data 
on insured persons in March 1952 are shown. 


TaBLE 3.—Insured persons per 1,000 persons aged 65 and over by sex, by family 
status and by annual money income, September 1956 


Annual money income Both sexes 





Male | Female 








Aged persons who are members of 
primary families 


INCOME OF PRIMARY FAMILY 





ihc eidthaecesb ds aatins sh isin nth ennn taininnen 386 415 357 
AE AIF SR i SD lt led ae NR 312 318 284 
I rk ctivicin da sabi chee Fis lectbbndebatiicbpadumide 174 193 154 
cig natib ame cuanecete wieheteeobedetl 323 345 297 
crn certo 432 468 394 
NA hanacaleodakatarn 468 509 4265 
Se 0 a tL ahaa nliwawbaltaenvanls 461 491 430 
i nai a ia eal aiin esc etnies se tepsliadesesib liane 462 478 450 


li clean tintin ne adalmenginndmante 477 534 426 





Aged persons who are primary 
individuals 





a 306 


a ach tact 307 
cas lnc thunder 195 171 203 
$1,000 to $1,999__- oa 379 337 401 
$2,000 to $2,999__ 468 434 481 
$3,000 and over 548 557 543 
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TaBLE 4.—Percentage distribution of the insured and the uninsured noninstitutional 
population 65 and over by sex, and by other selected characteristics, September 1956 





Both sexes Male Female 


Age and other characteristics 
Insured Not Insured Not Insured Not 










































































insured insured insured 

Number in thousands...............| 5,138 | 8,939 2, 548 3, 956 2, 590 4, 983 
A hk Sucks, zhi 2 haaladiitae 100.0} 100.0 100.0 100.0} 100.0 100.0 
65 to 69._.... : usbiocall 49.5 31.4 50.1 32. 5 49.0 30. 5 
i ee 29.2 29.4 29.7 29.3 28.6 29.4 
BE nic caskchcawtin wctatadeateutanein 21.3 39. 2 20.1 38. 2 22.4 40.1 

NI RAs cnc cedocrenenciaavesect a ae 96.7 90.4 96.8 91.5 
a de 47.9 28.3 48.8 28.9 47.1 27.8 

70 to 74._-..- oe ee eed 28. 2 26. 4 28.6 26.0 27.8 26.7 

75 and over........---.-..- oe sin 20. 6 36.3 19.3 35.5 21.9 7.0 
Nonwhite, total..........__- 9 33) 90) £33 9.6 3.2 | 8.5 
RemeiieeS Bo Ae reat 1.6 3.1 1.3 3.6 1.9 2.7 

70 to 74...... sada Ce 1.0 3.0 1.1 3.3 8 2.7 

op eee 7 2.9 9 a .5 3.1 

In the labor force............-.-.-.-------- B42] 19.5 53.0; 33.1. 15.7 8.7 
ORO a bik stl jee eee 21.9 | 9.4 33.2 15.3 | 10.8 4.8 
Re tee ee 8.8 6.0 14.1 10.2 3.7 2.7 

75 and over.........- 3.5 4.1 5.7 7.6 1.2 1.3 

—SS I} Sey = — — 

Not in the labor force.............__._--- 65. 8 80.5 7.0 66. 9 84.3 91.2 
a EE: pe: 27.6 22.0 16.8 17.2 38.2 25.7 

70 to 74...._. : 20. 4 23.3 15.7 19.0 25.0 26.7 

75 and over............- comet 17.8 35.2 14.5 30.7 21.1 38. 8 

—_—_ | — — — — —! = 

Married_._.... | 60. 4 46.0 78.5 63.7 42.7 32.0 
ET TE 34.2 7.5 42.1| 22.7 26. 4 | 13.4 

70 to 74...... 17.9 14.6 24.3 19.3 11.7 10.8 

75 and over_....... 8.3 | 14.0 12.1 21.7 4.6 7.8 
Not married._........--_-- ....| 396} 640/ 21.5] 363 57.3 | 68.0 
EE iva iesandescararedioanaiaie 15.3 13.9 7.8 | 9.9 22.7 | 17.1 

70 to 74...... : 11.2 14.8 5.5 | 9.9 16. 9 | 18.6 

FE ONE Do tiitstinis iihnniatitinsbinnein 13.0 25.3 8.2 16.5 17.7 32.2 

! 
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Mr. Boces. We will now hear from our colleague from Nebraska, 


the Honorable A. L. Miller. 
STATEMENT OF REPRESENTATIVE A. L. MILLER, OF NEBRASKA 


Mr. Mitier. Mr. Chairman, I appreciate the opportunity of making 
a statement before your committee on the merits of several bills which 
propose to amend the Social Security Act. I believe we agree that 
social security has been a tremendous assistance to millions of people 
who otherwise would be in dire need. 

It has been necessary in the past and it will be necessary from time 
to time in the future to liberalize some of the provisions of the Social 
Security Act. This comes as a result of the changing times; knowing 
that the value of the dollar is not as high now as it was when the pro- 
gram came into being. 

The people who sent on social security in the early days of its life 
had only a small amount taken from their paycheck and a small amount 
from their employers. Some of these people who have since retired 
find that, due to the inroads of inflation, they do not have sufficient 
money to: meet the needs of life. 

Living on a fixed income, many of them are suffering. With the 
cheaper ‘dollar they still have to pay more local and State taxes. They 
have to pay more for practically everything they buy. 

As a Member of Congress, I would alwa ays want the social security 
fund to be solvent and in order. You have social security bills before 
you which in my opinion are entirely too liberal and would do 1 of 2 
things—either throw the social security fund into bankruptcy or bring 
about a considerable increase in the deductions from paychecks to 
keep the fund solvent. This committee and the Congress should by 
all means watch this fund with extreme care. I hope this committee, 
as you gentlemen study the various bills, will find that the act can be 
liberalized to take care of the individuals who, because of their early 
eligibility under the act, are receiving insufficient payments to keep 
them at the American standard of living. 

I believe there should also be a further study and adjustment of the 
amount an individual is allowed to earn after he begins receiving social 
security benefits. I do not feel this limit should be set at $1,200. All 
of us know that a person with land holdings, stocks, bonds, et cetera, 
can have unlimited income and still receive his social security payment. 
On the other hand, the citizen who has no bank account, no holdings, 
or stocks or bonds is penalized if he earns over $1,200 a year. It seems 
to me this is grossly unfair and the limitation should be liberalized. 

T am told ther e are more than 400 bills before Congress during this 
85th session. Some of them are good and some of them are bad. I am 
confident you will make a careful observation of the good and the bad 
and come up with some effective legislation which will give a fair deal 
to all. 

Mr. Boaes. Thank you, Mr. Miller, for giving us your views. 

Our next witness is our colleague from Michigan, the Honorable 
John B. Bennett 
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STATEMENT OF REPRESENTATIVE JOHN B. BENNETT, OF 
MICHIGAN 


Mr. Bennett. Mr. Chairman, I appreciate the opportunity of pre- 
senting a statement in behalf of my bill H. R. 12977, to improve and 
liberalize various phases of the social security program which is so 
highly oieae to many millions of our retired citizens. It is my 
earnest belief that favorable consideration should be given to reducing 
retirement age levels, substantially increasing pensions, and that a 
provision for hospital and surgical benefits be inserted for those on 
retirement. 

In accordance with my beliefs on this program, I introduced H. R. 
12977 on June 17, 1958, which is now before your committee. This 
legislation is aimed to improve living standards for retired people by 
increasing their purchasing power, and thus adding a much needed 
stimulus to the general economy. My bill has seven principal points 
which I now wish to explain: 

1. It will reduce the retirement age to 62 (now 65) for men and to 
60 (now 62) for women, paying full benefits at these ages, thus elimi- 
nating the present reduced benefits for wives and women workers who 
elect to apply at age 62. An additional one-half million women and 
three-fourths of a million men could immediately draw benefits as a 
result. 

2. Widows will be eligible at age 50 (now 62) primarily so that 
widowed mothers who have remained in the home to care for their 
children can qualify for benefits at an earlier age. Some 750,000 
additional women would be able to draw benefits under this provision. 

3. The minimum benefit is raised from $30 to $50 to help reduce the 
need for supplementation of social security benefits through the needs 
test public assistance programs. It increases present benefits on a 
graduated scale from around 20 percent for people with the lowest 
amounts to around 10 percent for those receiving the maximum benefit. 

4, A program is added which will provide for the costs of hospitali- 
zation, surgery, and nursing home care for the retired worker and his 
wife, whose total family income (including social security benefits) is 
under $2,400 a year. 

5. My bill includes a raise in the wage base for tax and benefit pur- 
poses from $4,200 to $6,000 per year. 

6. Liberalizes the definition of total and permanent disability in the 
present law so that more people can qualify for benefits under this 
program. 

7. The bill also provides tax increases to provide payment for the 
various new benefits included therein. 

Mr. Chairman, in closing may I request that my bill H. R. 12977 be 
carefully analyzed and favorably considered by your committee? 

Mr. Boges. Thank you, Mr. Bennett. 

Our next witness is our colleague from Montana, the Honorable Lee 


Metcalf. 
STATEMENT OF REPRESENTATIVE LEE METCALF, OF MONTANA 


I appreciate this opportunity to appear once more on behalf of 
further improvements in the Social Security Act, which now offers 
at least a measure of protection against economic disaster resulting 
from old age, death, or disability of the wage earner. 
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I have discussed this statement with the rest of Montana’s con- 
gressional delegation. And Senator Murray, Senator Mansfield, and 
Congressman Anderson agree in general with the extension and im- 
prov vements I favor. 

At the outset, I am delighted at the almost general acceptance of 
this 23-year-old ‘program—acceptance to the point where an insurance 
salesman, valling on you for the first time, asks about your social 
security coverage, then starts your insurance program from that 
point. When we extended the Social Security Act in 1954, there were 
only 8 votes cast in opposition in the House. In 1956, only 31 Con- 
gressmen voted against the improvements. 

It has been 9 years since General Eisenhower said that “if all that 
Americans want is security, they can go to prison. They'll have 
enough to eat, a bed, and a roof over their heads.” Events of the past 
9 years have proved that Americans may not be satisfied with security 
alone, but they do want social security. 

I was shocked to learn of the administration’s opposition to the 
major improvements proposed in the more than 400 bills which are the 
subject of these hearings. Secretary Folsom’s testimony last week 
proposing no improvements was another example of this administra- 
tion’s lack of cada 

In summary, I support proposals to: 

1. Raise social security benefits 10 percent across the board. 

2. Provide health benefits. Those insured under old-age and sur- 
vivors insurance should be insured also against the cost of surgery, 
hospitalization, and subsequent nursing home care. 

3. Begin disability benefit payments as soon as the disability occurs 
instead of at age 50; delete additional eligibility requirements for 
disability benefits, and redefine disability to mean the inability to do 
the same or similar work an individual was doing on a regular basis 
before he was disabled. 

4. At least double the present limit of $1,200 a year which a person 
drawing social security can earn and still get his full pension. 

5. Increase the Federal share in the public assistance program so 
that the States can provide a cost-of-living increase of at least $5 
a month for every recipient, and broaden the assistance program 
to a lude needy people outside the existing categories. 

Provide full, instead of reduced, benefits for all women at 62; 
outta survivors insurance benefits to a widowed mother 50 years old 
when her youngest child becomes 18, instead of ending these payments 
until she becomes eligible in her own right, and provide that a widow’s 
benefit shall be at least the amount of her husband’s primary benefit. 

7. Increase unemployment compensation benefits and duration. The 
maximum primary benefit should be raised to between 50 percent of 
an individual’s weekly wage and two-thirds of the State’s average 
weekly wage. Benefits should be payable for 39 weeks. 

8. Allow disabled veterans to collect both social security and dis- 
ability pensions. 

I realize that adopting these changes would increase the cost of 
the program. I know this committee will recommend increases in the 
contribution rate and appropriations to insure the financial stability 
of this program. 


28110—58——53 
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INCREASED BENEFITS 


Monthly benefits are too low. The average primary benefit paid 
a retired worker is $64 a month. A retired worker and his aged wife 
get an average $108 a month. A widowed mother with two children 
receives $145 a month. 

Department of Agriculture studies show that a low-cost adequate 
diet for an elderly couple would cost at least $55 a month, leaving that 
couple $53 a month to pay all other living expenses. 

Benefits should be increased at least 10 percent to meet increases in 
the cost of living. 

HEALTH BENEFITS 


The older we get, the more medical care we need—and the less the 
income with which to pay for it. 

At a meeting of the American Medical Association last year, it was 
reported that more than half the clinical part of western medical 
practice is now concerned with the health problems of the middle-aged 
and the elderly. 

There are about 15 million Americans past the age of 65. On the 
average, they use more than double the amount of hospitalization re- 
quired by the whole population. Their needs for other medical care 
are likewise greater. Most of them are living on small, fixed incomes. 
Only about one-third of them are covered by any kind of health insur- 
ance. Most companies do not sell individual health insurance to per- 
sons past 60. If they do, the premiums are very high and the benefits 
comparatively low. Some companies, which do continue policies on 
persons past the age of 65, chop the benefits when they are needed most. 

Some of these older people get charitable or public care. Others 
neglect illness, at a greater cost later on. Others pay for needed medi- 
cal care by sacrificing other essentials of healthful living—for example, 
they cut down on their food. 

The mounting number of older persons being admitted to mental 
hospitals is one evidence of the effects of worry and lack of medical 
care. An expert in this field says that many elderly persons are beset 
by fears of becoming ill, and not being able to pay for medical care. 

The act should be liberalized to provide health benefits. Aged per- 
sons, insured under old-age and survivors insurance, should be insured 
also against the cost of surgery, hospitalization, and subsequent nurs- 
ing home care. Doctor bills and the bills for up to 60 days hos- 
pitalization, and up to another 60 days nursing home care following 
hospitalization, each year should be paid from the old age and survi- 
vors insurance trust fund. Of course, there should be safeguards in 
the amendment to assure a free choice of doctors and hospitals and to 
make sure there is no Federal control over either the practice of medi- 
cine or the administration of hospitals or nursing homes. 

Free choice of doctors must mean exactly that. I oppose that sec- 
tion in at least one of the health benefit bills pending before this 
committee which would limit choice of surgeons to those certified by 
the American Board of Surgery or members of the American College 
of Surgeons. In my experience, the surgery performed by those out- 
side these two groups is just as good, and sometimes better, than that 
performed by the members. 
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DISABILITY 


At present, when accident or illness ew disables a wage 
earner, he must somehow manage to stay alive until age 50 before 
he can begin drawing his social security benefits. The younger the 
wage earner when he is disabled, the longer he and his dependents 
must exist on public charity. So disability benefit payments should 
start as soon as the disability occurs. 

In the year since the disability section became effective, it has been 
administered in such a way as to make amendment necessary. Sticking 
to the narrowest possible interpretation of the Jaw, administrative 
people have maintained that if a disabled person can do any sub- 
stantial work at all, whether or not such work would normally be 
available to him, he is not completely disabled. The fact that he 
cannot do the work for which he is trained, or cannot be trained for 
some other skilled work, is not taken into account. As the program 
is being administered, benefits are being denied to virtually all workers 
except those who are completely paralyzed. 

That it is administrative policy to interpret the law as narrowly 
as possible is a matter of record before this committee. You heard 
testimony from administrative officials last week that less than 1 in 6 
of the disability applications filed to date have been approved. So 
far, there have been 1,200,000 applications. About 190,000 have been 
approved, and it was estimated that by the end of this month that 
figure would reach 250,000—or 1 in 5. 

I have protested such rulings in many cases. Sometimes I have 
been successful. There were the cases in which the Social Security 
Administration was erroneously reducing by $65 a month the dis- 
ability insurance benefits going to Montana victims of silicosis. 

Sometimes, I have not. A case with which I am now concerned is 
that of a manual laborer who fell on an icy street last winter and 
smashed his thigh. As a result, he is crippled—that is, he is disabled 
according to his doctor, but not according to the Social Security Ad- 
ministration. The following is a paragraph from a form letter he 
received under date of January 27, 1958: 

To be considered disabled under social security, a person must have a physical 
or mental condition which prevents him from doing substantial gainful work. 
Although a person’s condition may have required him to reduce his hours of 
work or give up his regular line of work, he is not necessarily disabled within 
the meaning of the law. Under the law, his condition must be so severe that it 
prevents him from doing substantial work in any occupation. On the basis 


of the evidence submitted, we find that your condition, despite the extent to 
which it has affected you, does not meet this requirement. 


At least two more major amendments are needed in the disability 
insurance provision. 

Current eligibility requirements are not only that an individual 
be fully and currently insured, but also—and unique to the disability 
section—that he have not less than 20 quarters of coverage in the 
40 quarters immediately preceding the onset of his disability. 

In practice, this means the disqualification for disability benefits 
of every individual over 50 whose insured status is not based on recent 
work, or who lacks the necessary 5 years of coverage. 

I would amend the act to extend insurance to those persons, either 
fully or currently insured on the date of disability. 











814 SOCIAL-SECURITY LEGISLATION 


I also would redefine disability under the act to mean inability to 
do the same or similar work an individual was doing on a regular 
basis before he was disabled. 

As the law now is being interpreted, a dentist cripped by arthritis 
may well be held not disabled if he can still push a broom or open the 
door for guests entering a night club. And the common laborer I 
mentioned earlier is not disabled as long as he can answer a telephone. 


EARNING LIMITATION 


Today a person drawing social security can earn as much as $1,200 
a year and still get his full pension every month. He can earn more 
than $1,200 a year and still collect a pension for any month in which 
his earnings do not exceed $80. These limits are unrealistic, and 
should at least be doubled. 


PUBLIC ASSISTANCE 


A cost-of-living increase also should be voted in the sections of the 
act authorizing grants to the States to pay part of the cost of aidin 
people who are old, or blind, or permanently and totally disabled, 
and dependent children. The increase should be large enough to per- 
mit a raise of at least $5 a month for every recipient. 

While it is true that the number of recipients of old-age assistance 
is declining as the old-age and survivors insurance program is 
strengthened, those receiving old-age assistance are getting older, and 
the services they need are increasing. 

On the other hand, the number of recipients of aid to dependent 
children, the permanently and totally disabled, and the blind are 
increasing as our population increases. 

Not only are their numbers rising, but also the need of each in- 
dividual is going up. The rising cost of living has hit the lowest 
income groups the hardest. That is because the lower the income the 
higher the percentage spent on food—and food prices have been 
rising faster than those of other commodities. 

These sections also should be broadened. The language dealing 
with Federal grants for needy children particularly needs amend- 
ment. 

The law now provides help for children who have lost parental 
support or care by reason of a parent’s death, mental or physical 
incapacity, or absence from the home. In a time of recession, this 
language puts a premium on broken homes. For the children of a 
jobless man, neither mentally nor physically incapacitated, can only 
receive help under this program if the father abandons them. If 
he stays in the home while looking for work, doing his best to keep 
his family together, the only source of help is general assistance, to 
which the Federal Government does not contribute. 

In the interest of strengthening the family, I would either insert 
the word “unemployment” in the list of reasons for inability of a 
parent to support a child, thereby making him eligible for aid to 
dependent children, or delete the existing reasons, thereby broadening 
the program to give help to needy children, whatever the reason 
may be. 
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The aid to the permanently and totally disabled program would 
be strengthened by deleting the words “totally and permanently” 
previous to the world “disabled.” A temporary disability, which 
means the loss of the paycheck as medical expenses pile up on top 
of family support, quickly wipes out whatever savings that family 
has. It would be better for that family, and cheaper for society in 
the long run, if help were available immediately instead of waiting 
until the family became destitute and turned to general assistance. 


WIDOWS, MOTHERS, RETIRED WOMEN 


I believe we took a forward step in 1956 when we amended the 
Social Security Act to make widows and dependent mothers eligible 
for full benefits at age 62. We recognized that it is practically im- 
possible for older women to find jobs and keep them. However, 
wives and women workers must take reduced benefits if they wish to 
retire at 62. 

Experience with this part of the act has demonstrated a need for 
amendment to provide full benefits for all women at age 62. 

Many women, who have earned the right to OASI benefits, find 
that illness or prejudice against older women make them marginal 
employees long before they reach retirement age. As the law reads, 
wives and women workers have a difficult choice on their 62d birth- 
days. They can accept the reduced benefits available, or they can 
hang on for 3 more years and get full benefits. 

Because choosing the former usually means the difference between 
existing and living, many elect to take the reduced benefits, knowing 
full well that the only increase they will ever get will be by act of 
Congress. 

Under the present law, a widowed mother’s survivors insurance 
benefits end when her youngest child becomes 18. Her social se- 
curity benefits resume when she becomes eligible in her own right. 
Frequently this lapse occurs when she is considered too old to get 
a job that will support her. 

Even with survivors insurance, such women demonstrate courage 
and strength in holding their families together, in caring for and 
educating their children. It is inconceivable to me that we should 
continue to turn them out, into a labor market which has little or 
no place for them, when they have finished the most important job 
they ever will do. Instead, 1 propose that we continue these benefits 
for women who are 50 years old when their youngest child reaches 18. 

The same principle applies to the widow of an OASI beneficiary. 
When he dies, her benefits are cut in half. These women are too old 
to earn a living for themselves, even if there were jobs for them. 
And yet, in the final few years of their lives, they must adjust to an 
income that is suddenly cut in half. The adjustment usually means 
giving up a home, friends and familiar surroundings, dependency on 
relatives, or reduction to substandard living conditions. 

A widow’s benefit should be at least the amount of her husband’s 
primary benefit. Such a provision would still represent a reduction 
of one-third from the previous family benefit—but we would be 
moving to close the gap. 
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UNEMPLOYMENT COMPENSATION 


“Twenty years ago, the unemployment insurance program really 
meant something. Most States were paying a maximum benefit 
higher than two-thirds of the average weekly wages. All were pay- 
ing more than half. 

That ratio has declined as benefit levels fell behind rising wages 
and prices. Today’s maximum among the States is only a little more 
than half the average weekly wage. And the average unemployed 
worker and his family must somehow get along on $33 a week. In 
some States the most an unemployed worker can get is less than one- 
third the average wage in his State. 

It has been more than 3 years since the Eisenhower administration 

ave the States an unemployment insurance do-it-yourself kit. Hav- 
ing, in 1954, engineered the defeat in the Senate of a proposal which 
would have increased unemployment compensation benefits by an 
average of 40 percent, Secretary of Labor Mitchell wrote letters to 
each governor, suggesting an increase in benefits and an extension 
of the period for which they will be paid. 

Almost 4 years have passed, and not one single State has carried out 
those recommendations. Because once again the States either could 
not, or would not, act, Congress must. 

Among the bills before you are those, which I am supporting, 
which would make benefits payable to all unemployed insured indi- 
viduals for at least 39 weeks. The present duration in Montana 
is 22 weeks. 

The maximum primary benefit would be raised to not less than 
two-thirds of the State’s average weekly wage. Subject to this maxi- 
mum, each individual’s primary benefit would be not less than 50 

ercent of his weekly wage. This would raise the maximum benefit 
in Montana to $50 a week from the present $32. 

Of course, any such increase should include a system of reinsurance 
to help States whose reserves have run out. 


DUAL BENEFITS 


As the law now reads, the benefit to a disabled veteran between 50 
and 65 years old is reduced by the amount he is receiving from the 
Veterans’ Administration as a disability pension. Under this offset, 
Veterans’ Administration appropriations pay the obligation of the 
Social Security Administration, to which the veteran has paid 
premiums. 

There is no overlap between social security and veterans’ benefits. 
If a veteran is entitled to a disability pension at all, he is entitled to 
it without regard to what he may have earned from social security 
sources. 

I see no reason why this offset provision should not be repealed in 
its entirety so that benefits—now being reduced under veterans, work- 
men’s compensation and other Federal programs—would be paid 
in full. 

Mr. Bocas. Thank you, Mr. Metcalf. 

Our next witness is our colleague from Kentucky, the Honorable 
Eugene Siler. 
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STATEMENT OF REPRESENTATIVE EUGENE SILER, OF KENTUCKY 


Mr. Siter. Mr. Chairman, it is certainly a privilege to appear before 
your Committee on Ways and Means in support of my bill, H. R. 10027, 
and other similar bills, seeking to amend the Social Security Act to 
provide full retirement benefits for both men and women covered by 
the act at the age of 60. Ever since I became a Member of Congress 
in early January of 1955, I have personally sponsored legislation that 
would lower the age for social security retirement benefits to 60 years 
for both men and women workers of our country. And now I advocate 
before you my latest bill of the same import and on the same subject, 
it being one of those pending before your committee at the present 
time for consideration and disposition. 

As everyone knows, we are living in a time of machines and these 
machines have taken away the jobs of thousands of workers in my own 
congressional district and all over America. Many coal mines have 
become so well equipped with modern machinery that the workers on 
their payrolls are just half as many as were formerly employed. One 
freight train crew can now haul twice the freight tonnage the same 
crew hauled a few years ago. Shop and mill working shifts of all kinds 
have been curtailed in the interest of more efficiency and in the name of 
continuing progress. No one desires to stand in the way of any of this 
progress. And so far as I know, no labor union in America has 
officially attempted to oppose installation of machinery anywhere in 
the country even though that machinery would certainly take the place 
of many workers when installed. But what could be the proper solu- 
tion for all these job replacements by machines? Well, surely one 
effective solution would be an earlier retirement age for our workers. 
In other words, our workers could be taken from employment payrolls 
through an amended social security law retirement age provision 
that would put some desirable monthly benefits in the pockets of these 
workers at the very same time. While a new and more efficient machine 
now gives a worker nothing but a kick in the pants and some advice 
to hunt himself another job, yet a new and more efficient amendment 
to our social security law, if adopted by anges, would give all our 
older workers past 60 some modest retirement benefits and some oppor- 
tunities to enjoy a few more happy years of free time before the end of 
life’s journey. 

What is social security? Well, it is something that does not cost the 
taxpayers or the Government anything whatever for the payment of 
any of its benefits, strangely enough. It is insurance pure and simple. 
And insurance benefits always come from insurance premiums. If 
the risk is high, the premium must be high. If you take fire insurance 
on a paperboard house 2 miles from a fireplug, the policy cost, or the 
premium fixed, is necessarily high. But the fellow that wants to pro- 
tect his house is always willing to pay the cost of protection and always 
wants his insurer to have actuarial soundness at all times. So, all that 
is now needed for safe social security benefits at 60 is for the provision 
of a suitable premium to be paid by employers and employees that will 
be commensuate with the added benefits. From all my conversations 
with various people that would be affected, there is practically no 
objection among them for the added cost in view of the happy prospect 
of the added benefits. 
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We have heard much talk about our annual foreign aid that has 
already cost taxpayers an estimated $70 billion. So now, what about 
a discussion of some American aid that will cost taxpayers nothing 
whatever ? 

In one of the great newspapers of the country, in its issue of July 
11, 1956, there was a front page article emphasizing the impossibility 
of the average person over 45 years of age ever getting a job. A Labor 
Department survey shows, according to this article, that 3 out of every 
4 employers ban middle-aged people. We all know this is true. <Ac- 
cording to the news article, there were then 47,400,000 people in 
America over the age of 45 years. But if we should provide social 
security benefits for workers at the age of 60 years, there would be many 
millions less people applying for these jobs and facing that vicious 
ban against the hiring of persons 45 years of age and over. Many 
would not seek or need these jobs at all since they would be able to live 
plain and simple lives in their little homes on the hills and up the 
10llows with some social security benefits coming in each month to 
keep the wolves of want away from their doors. 

Moreover, if social security retirement at 60 years should become a 
general practice, there would be millions of job opportunities added for 
our young people all over America who are constantly coming out 
of the schools of the land. Every time a 60-year-old employee would 
retire, another job would be open for some willing youth of 18 or 20 
years of age. 

So, these are the stanch arguments for my bill or one similar, briefly 
summarized : 

1. Nocost to our taxpayers. 

2. Helping hand to our aging population. 

3. Additional job opportunities for our young people. 

It is also worth while to observe that added social security benefits 
such as I have mentioned would inure to thousands of butchers, bakers, 
and candlestick makers throughout the country. Now, money is a 
medium of exchange. So, added money is just added exchange that 
eventually finds its way into the hands of all who have anything to 
sell. Once upon a time, a man said he had loaned a football player 
a dollar. His friend asked if he ever got it back. “No,” said the 
lender. “I only got a halfback on my books.” Well, if we should in- 
crease social security benefits, many tradesmen and taxpayers could 
expect to get many real halves back in their cash registers through 
channels of trade and commerce. And I am not talking about football 
players—just plain old e pluribus unum is what I mean. 

The late Senator George of Georgia once stated, in talking about 
social security amendments pending before his retirement, “If we can 
get this through, then I am ready to go away from the Senate.” So 
perhaps it is proper for me to say, “If I can get my own social security 
amendment enacted into law to help our ordinary people, then I would 
be about ready to go away from the House and close my own career 
in that body.” 

Mr. Boaes. Thank you, Mr. Siler. 

We will now hear from our colleague from New York, the Honor- 
able Leonard Farbstein. 
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STATEMENT OF REPRESENTATIVE LEONARD FARBSTEIN, OF 
NEW YORK 


Mr. Farssrern. Mr. Chairman, I wish to express my thanks to 
the members of this committee for the privilege of appearing here 
aa to support some very necessary changes in the Social Security 

ct. 

Of first importance is legislation which will enable the people on 
social security to keep their heads above water in the floodtide of rising 

rices. Since the last increase in benefits in 1954, the cost of living 
as gone up 8 percent and, in the last year, the cost of food has risen 
almost 7 percent alone. 

The shrinkage of the dollars in hands of our older citizens on fixed 
incomes is of the utmost seriousness. The budgets of these people 
have been closely drawn and when the purchasing power of the dollar 
decreases essential items must be dropped or drastically curtailed. 
When we face up to the fact that the average benefit of a retired single 
person on social security is only about $64 per month, it is clear that 
some adjustment must be made is mere subsistence is to be preserved. 

As long ago as October 1950 the United States Bureau of Labor 
Statistics reported that a husband and wife approximately 65 years of 
age in New York City who maintain their own 2- or 3-room rented 
dwelling would require about $150 a month—or $1,782 a year—to pro- 
vide themselves with goods and services necessary to maintain health 
and allow normal participation in community life. When one consid- 
ers that the cost of living index averaged 102.8 in 1950 and that, as of 
April 1958, it had risen to 123.5, one can readily see that the average 
monthly benefit for a retired couple of slightly over $100 means a life 
of hardship under very primitive conditions. 

The primary need of our older people is cash money income which 
will preserve their dignity and their independence. Today’s social 
security benefit amount—set back in 1954—simply doesn’t provide that 
kind of protection. 

A second very urgent problem facing our senior citizens is the fact 
that their chances of getting a job to supplement their meager social 
security benefits are steadily dwindling. The recent report of the 
Governor’s Conference on Problems of the Aging, called by Governor 
Harriman in Albany in October 1955, pointed out that 37.8 percent of 
job applicants in the State employment service were over 45. Studies 
of unemployment benefit exhaustions by State and Federal employ- 
ment agencies show that a much higher percentage of beneficiaries 
over 45 exhaust benefit rights than for younger groups. With respect 
to job opportunities and placement for middle age and older workers, 
a report by the United States Bureau of Employment Security in 
March 1955 says: 


A woman’s 35th birthday is the critical one in her working life. From that 
point she encounters increasing employer resistance. * * * Men, on the other 
hand, have about equal likelihood of getting a job from the time they enter the 
labor market until they are 45. At 45, however, the placement ratio drops 
sharply; in the 20 years from 46 to 64, their chances of getting a job are only 
half as good as before 45. After 65 their chances are only 1 in 50. 


Our older workers are too often, today, finding themselves as the 
displaced persons of technological change, of the shift of industry, or 
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the complete shutdown of a plant in an area with a few alternative 
sources of employment. For example, in December 1954, the John 
Wanamaker store in New York City closed down. Almost half of the 
1,026 employees who registered with the employment service for an- 
other job were between the ages of 40 and 60 and an additional 17 
percent were 60 and over. And these statistics, as you are well aware, 
ane for a much happier economic climate than we are experiencing 
today. 

It appears that governmental action is going to be necessary if we 
are to solve the perplexing problem of the older worker. The «edminis- 
tration’s older ae program in the Department of Labor—with its 
blow-hot, blow-cold policy of trying to persuade employers to hire 
older workers—has simply not measured up to the job. I believe that 
the best legislative approach is the one we adopted recently in my own 
State of New York. On April 14, 1958, Governor Harriman signed 
into law a bill which added discrimination because of age to our statute 
prohibiting discrimination in employment because of race, creed, color, 
or national origin. In signing the bill, the Governor said that it 
“should result in a beneficial impact upon the State’s economy in 
addition to opening new vistas of hope and opportunity for many who, 
despite their ability, are barred from useful and gainful employment.” 

Finally, I wish to enter a special plea for the revision of a section 
of the Social Security Act which discriminates against a small group 
of aged widows who are, I submit, the forgotten women of our social 
security system. I refer to the fact that the widows or survivors of 
individuals who died prior to 1940 are not eligible for social security 
benefits even though the father of the family had been paying into the 
system since the tax first went into effect in 1937. 

In effect, the change I propose is simply an extension of a policy 
established in the 1954 amendments. These amendments allowed 
survivor benefits to the aged widow, widowed mother, and dependent 
children or parents of any wage earner who had died during the 10- 
year period 1940 to 1950 if the wage earner had at least 6 quarters of 
coverage acquired at any time. This was, in turn, an extension of the 
1950 amendments which had allowed older workers and their de- 
pendents to qualify for benefits on the basis of 6 quarters of coverage 
acquired at any time. Thus the survivors of a worker who had died 
during the 1940’s, prior to the 1950 amendments, were put on the same 
basis as the ionsntinne of survivors of an elderly worker who retired 
or died after the effective date of these amendments. 

The explanation given for dating this retroactive protection only 
to 1940, rather than to 1937 when the payroll tax went into effect, was 
that survivors first became eligible in 1940. This, of course, is true. 
But it is, indeed, a very fine distinction to draw since it says, in effect, 
that a woman’s rights to a widow’s benefit depends upon the date of 
her husband’s death. For example, a widow whose husband had 
worked only a year and one-half after 1937 can qualify for benefits if 
he died early in 1940, but another widow, whose husband may have 
contributed for almost 3 years before his death late in 1939, is not 
eligible for benefits. There are, I submit, too many fine distinctions 
of this nature in our social security law today, and this is one which 
particularly calls for correction. 
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With the passage of time since 1940, very few children, mothers, 
or parents would be eligible and most of the resulting beneficiaries 
will be aged widows. Such a change is warranted in terms of the 
financial soundness of the system, since its added cost would be almost 
infinitesimal. This is a relatively minor change in the act but I 
assure you that it would mean a very great deal to a small and deserv- 
ing group of elderly widows. 

There are many bills before your committee which provide for lib- 
eralized benefits and which would institute new programs. These 
bills contain numerous meritorious provisions which would meet the 
most pressing needs and which demand our immediate favorable 
action. I believe that the Forand bill should be acted upon favorably. 
I believe we have reached the stage in our civilization where surgery 
and hospital-nursing-home care for social security beneficiaries should 
be permitted. 

It seems tragic that in such a time as this, with an increase in child 
population, that the United States should be 8 years behind in in- 
creasing its ceilings for maternal and child health and crippled chil- 
dren. I therefore urge that H. R. 12834, to increase the amounts 
authorized to be appropriated for each fiscal year for the programs 
of maternal and child health services, services for crippled children, 
and child welfare services provided for by title V of the Social Secu- 
rity Act should be favorably acted on. 

I also urge your committee to take favorable action on proposed 
legislation which would provide that full benefits under the Social 
Security Act when based upon the attainment of retirement age will 
be paid to men age 60 and women age 55. 

May I, in closing, congratulate this committee for conducting these 
hearings to help bring these problems to light. I know that you will 

ive your earnest consideration to the points I have raised and I look 
orward to early action on this years’ amendments to the Social 
Security Act. 

Mr. Bocas. Thank you, Mr. Farbstein. 

Mr. Boces. Our final witness is Msgr. John O’Grady, secretary of 
the National Conference of Catholic Charities. 

Monsignor O’Grady ? 

It is nice to have you here, Monsignor O’Grady. 


STATEMENT OF RT. REV. MSGR. JOHN O’GRADY, SECRETARY, 
NATIONAL CONFERENCE OF CATHOLIC CHARITIES 


Monsignor O’Grapy. My name is Rt. Rev. John O’Grady. I am 
secretary of the National Conference of Catholic Charities, and I am 
appearing on behalf of Catholic charities in the United States. 

When this program was under discussion for the first time, we had 
an opportunity of participating in the discussion, and we were inter- 
ested basically in those aspects of the legislation that made it a pro- 

ram of benefits to which the workers had a right, instead of a benefit 
Sate on aneedassuch. This has been the traditional attitude of the 
agencies of my church during the years in which this has been in 
effect. 

Of course, we have had this basic thing in the system, the protection 
of the workers against the hazard of old age, that period of life in 
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which they could no longer work, and then we had the question later 
of survivors, which we supported wholeheartedly. Then, of course, 
we also supported the concept of unemployment compensation, not as 
it has been developed in the States, but as we had originally envisaged 
it. We were strongly opposed to a program of public assistance as a 
means of taking care of any long-term needs. 

We had, of course, also wanted to confine the interest of the Fed- 
eral Government to certain areas, and to areas of special need. This 
is still part of an ideological battle in which we are engaged with the 
American Public Welfare Association and the American Association 
of Social Workers. We have, of course, that same matter before this 
committee at the present time, the extension and expansion of public 
assistance, as a part of this program. 

It is not merely public assistance to take care of material needs, but 
it is a type of public assistance, as I read the testimony of the Ameri- 
can Public Welfare Association, that would reach out into the whole 
American community, would plan for every family and every child. 
That is their concept, on a purely material basis, without any recog- 
nition to the work of the agencies, the agencies of my church in these 
large communities; and I am sorry to see that the Secretary of Health, 
Education, and Welfare wants to have that expanded at the present 
time. 

That is one thing of which he is in favor. 

I am sorry the leaders of unemployment compensation in the vari- 
ous States have failed to fashion the program in such a way as to meet 
the needs of the unemployed during the current depression. I fol- 
lowed this debate on unemployment compensation from the very 
beginning, and as we saw it in the beginning, it was an insurance con- 
cept that spread the entire risk over the labor market generally. But 
now we have a system in which every employer virtually has his own 
system. He has a right to question every benefit that is filed against 
him, and he has attached, or he and his friends and the new technicians 
that have been developed in this field have really succeeded in mak- 
ing the program practically unworkable, so far as mass unemploy- 
ment is concerned. 

I am firmly of that conviction. It is so confused now, the admin- 
istration of this in the States—and I am talking on the basis of first- 
hand experience in the lines. People, for instance, who filed benefits 
months ago have not been able to get any satisfaction as yet. The 
whole system has become so complex and the discussion of it so con- 
fused in regard toso many things. It is surrounded with shibboleths. 
They say, “This is opposed to State rights.” “This system is work- 
ing.” 

Well, if it is working, I have never been able to find it, and I have 
been in a good many of the large offices, and I have got in the lines 
and talked to the workers. As I see it, this system is not working. 

I think the tragedy of it is that we do not have current information 
about what is happening. Therefore, I am making hold to recom- 
mend that this committee ought to go out and hold its own hearings 
out through the countryside and talk to the people themselves and 
use its own staff so it can get the information firsthand for itself. 

I think I am rather favorable to this point that the Congressman 
from St. Louis, Congressman Curtis, has just made: that is, the feel- 
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ing that the committee ought to get this thing firsthand, because other- 
wise we are going to remain in a condition of confusion, in which we 
are at the present time. hr init 

Of course, there is also another question that is going to come up, 
of which this committee will eventually have to take cognizance. I 
understand now that practically 58 percent of all the unemployed that 
are under the system at the present time receiving benefits have been 
included in the programs of the 17 States that have adopted the bill 
as it was passed by this Congress. I had a grave question about 
that, and I still have. I think that we have the question of what hap- 
pens again after this new 13 weeks has expired, because that is not 
going to last very much longer. Frankly, as I look around, I can’t 
see these improvements the newspapers are talking about around here, 
and I do think that we are going to have this unemployment with 
us for a long time to come, and I am beginning to feel more and 
more keenly in regard to this question of public works and employ- 
ment, and gearing that into this system of unemployment compensa- 
tion. 

For instance, in the lines the other day in Milwaukee, I saw the 
American Motors had advertised for 700 workers. They had 700 
jobs, and there were there at 5 o’clock in the morning thousands of 
workers. The thing I noticed there was the number of young people 
among those workers. That is becoming one of the great problems 
of the American city today, these young people who have drifted in, 
many of them from the Old South, and many of them from the 
countrysides. They have had very limited education, they have had 
great difficulty right along in getting jobs, and they do not fit into the 
present trade-school system that we have in the cities. That has been 
developed by the skilled trades, largely, and I think that is a group 
to which we will have to give cognizance in the very near future as a 
part of our antirecession program. 

I think they are virtually the same kind of group that we had in the 
CCC camps in the 30’s. It is the type of problem that we find in many 
countries throughout the world. I think that that is one of the ques- 
tions that is coming before us inevitably, and it will inevitably come 
before this committee and the Congress of the United States. 

I think that the question also of coordinating the various efforts 
that are made in the present program of public works is a very im- 
pen consideration. I do not know how it is going to be done, but 

have been particularly interested in the State of Pennsylvania. I 
have been following it, and I find the efforts there on the part of 
the Governor to accelerate the public works program is yielding some 
useful results. I have been hoping that that might happen in the 
various States, and I am hoping it will happen here, that some effort 
will be made to coordinate these various types of public works that 
I think, in the mind of this Congress, have been designed as anti- 
recession measures. I think they are very desirable, and I think some 
effort ought to be made to knit them together to see to it that they are 
related to the objective for which they are designed, so that these 
programs are accelerated, so that they can pick up the load of unem- 
ployment in the not distant future. 

Now, in regard to old-age and survivors insurance, it is the largest 
investment that the people of the United States have in their protection 
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against the hazards of old age and premature death. This year, this 
fiscal year, it will be larger in the calendar year, $814 million will 
be | nase out to 12 million retired persons and their dependents, the 
widows, the orphans, the disabled persons. 

The system has done a great dal to save the self-respect and inde- 
pendence of the old people, and I say that on the basis of our own 
studies, not on the basis of something I have learned from the Federal 
Government. It is to be regretted greatly that our Department of 
Health, Education, and Welfare has given very little attention to the 
type of research that is necessary to give us an adequate picture of the 
aging in the American communities. We are talking still about the 
aging. We are talking largely in all these discussions before this 
committee—I think the people are talking about at most 10 percent 
of the aging, and hardly 10 percent, because about 10 percent of them 
are on old-age assistance. 

But when you consider that some of the States have virtually no 
needs test, as in Colorado, for instance, it probably would not be 
over 4or5 percent. That is the group we are talking about. That is 
the group whose needs we know. But for the ordinary aging, we 
know very little, and we have made very few studies. 

We have been trying in our own modest way, we have made area 
studies now in the past 5 years in specific areas in the cities of St. 
Louis, Cleveland, and Buffalo, the fruit belt area of Buffalo, and we 
are launching into a new study of a whole area in the city of 
Milwaukee. 

For instance, here are a few notes that I have culled from these 
studies. 

In Buffalo, for instance, we find that the aging look at home owner- 
ship as a basic factor in savings. These are the old German back- 
ground people, the fruit peddlers. Most recently, they have become 
acquainted with the various types of insurance that are open to them. 
Most of them have life insurance; a total of 26 percent of the people 
interviewed had hospital group insurance, Blue Cross and Blue Shield. 

There is another group of 10 percent that had looked to savings 
as a method of taking care of their medical and hospital needs. 34 
percent of them, for instance, had some protection for hospital care. 
Of course, they look to their children and relatives in 10 percent of the 
“ases. 

We find, for instance, that in our studies, this concept of the extended 
family is very much with us. The people are interested, families are 
interested in their aging, and I have seen that in my study in the city 
of St. Louis. I have attended their family reunions, and I could 
see that we have strong family living, and the family does still occupy 
an important position. All we hear to the contrary is based largely on 
inadequate studies, as I have said. 

T will say, as I have said at the last meeting of the American 
Gerontological Society, 

We have now spent 3 days around here virtually uselessly. We are repeating 
the same old claptrap I have been hearing as a pioneer in the study of this 
field. I have been hearing the same things now for 20 years, and very little 
new material. 

Our universities are not interested in it too much. The University 
of Chicago, yes. The University of California to some degree, but not 
much. They are called institutes, and have discussions just like the 
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Federal Government has them, to hand us out the same sort of things 
that they have been handing out over the past 20 years. 

I think that is, in a way, asad situation. 

For instance, the thought of going to the welfare department was 
very much resented by these older folks, and this was general. It was 
not just a few here and there. They felt that they were too proud to 
submit to the treatment that they received at the relief agency. Social 
security is better, so they told us, because you do not have to embar- 
rassed by questions. “The things they do to you at the agencies are 
terrible. If they ask me one question that embarrasses me, I would 
be through. I could not stand that.” And most of the old people are 
like that. But these people should be taken care of. 

When you get the attitude of these folks, speaking by and large, it is 
independence. They feel that they still have a stake in life. They 
want to work, they want to continue, and they are continuing. They 
are not relying on the Government. They are finding jobs in the 
neighborhood, and some of the laboring people may not like the kind of 
jobs they are finding, but they are just keeping on doing it, you know. 
They want to work; even if they have resources, they still want to work. 

There are certain aspects about it, I think, that I would like to call 
to the attention of the committee. We have, of course, compiled a 
great amount of material on the attitudes of these aging, and I do not 
know of any other studies that are like ours that have taken the 
ordinary run of the mine. This looks like an easy kind of study to 
make, but generally, when I get my 76th questionnaire study and 
then all through the interview, maybe 4 times I am asked, “What is this 
all for?” We find that it is impossible to make such a study without 
a broad educational program which would tell the people why it is that 
we want to get their attitudes toward these problems. We do not 
want to find out what we are going to do for them, but we want to find 
out what they think of these situations, what they think about their 
own programs, and what their plans for the future are. Even at that, 
it is most difficult, and maybe that is the reason why we know so little 
about them. 

As you know, the original expectation was that a man could work 
up through his work years of his working life, and if he would get 
sufficient, maybe he might get $25 at the end of his life. That was the 
thought when this act was passed. Well, you know when you study 
this now—and we all talk about Mr. Myers’ studies around here. 
Mr. Myers, I find, is fairly objective. He is nota propagandist. That 
is one of the troubles about government in these times. They just 
become propagandists. 

T cannot say that of Robert Myers. But he studied this thing re- 
cently, and he has tried to find out what has been the exact increase 
in the amount; that is, considering what the value of the dollar was 
in 1939. And I think it is a little over 3 percent he has estimated; 
even with all the increases now, it is a little bit over 3 percent. So that 
this thing is not as generous as so many people might think it. 

Then, of course, about 1939, the 1939 amendments, there was a great 
deal of feeling that you had to take a special interest in those that were 
now approaching the retirement age. Of course, our notion of re- 
tirement at that time was slightly different from what it istoday. The 
average retirement age now is about 6814. We began to pay a good 
deal of attention to those who were, let us say, 62, and would reach 65 
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in the next 3 years. But they did not have enough time to accumulate, 
on this system of ours which is a wage-related system, sufficient on 
which to retire. 

Mr. Boees. Monsignor, I dislike to interrupt you. 

Monsignor O’Grapy. I think I will be through in about 2 or 3 
minutes. 

Mr. Bocas. As you know, there is a rolleall in the House. We will 
have to adjourn. If you finish in 2 minutes, we shall be able to hear 
you out. Of course, we will incorporate your whole statement in the 
record. 

Mr. Curtis. Mr. Chairman, I certainly hope we will get an exten- 
sion of what he has to say for the record. 

Mr. Boees. Yes; the whole statement will go in the record. 

(The statement referred to is as follows :) 


STATEMENT OF Rt. Rev. Mseor. JoHN O’Grapy, SecRETARY, NATIONAL CONFERENCE 
or CATHOLIC CHARITIES, ON CHANGES IN THE SocraLt Securiry Act, JUNE 
26, 1958 


From the early debates on social security many of us were led to believe that 
it was designed to build up a system of benefits to which the workers had a 
right and that these benefits would protect them against major hazards of life 
such as old age, premature death, temporary unemployment, and permanent 
and total disability. We assumed that it would be necessary to build up a 
program of assistance to take care of people whose needs resulted largely from 
the depression of the 30’s. We did not think of relief or public assistance as a 
permanent solution of any of our long-range social problems. We looked to 
unemployment compensation to provide a bulwark against temporary unemploy- 
ment and believed that it should be supplementary to a public works program 
that would take care of unemployment that lasted for long periods. I am well 
aware that in the 30’s we had a school of thought that regarded public assistance 
as an integral part of any long-range program. However there were many of 
us who felt and still feel that such a program would be frought with difficulties 
that constitute real dangers to a democratic society. 

As I have read the statement presented before this committee by the American 
Public Welfare Association on June 16, 1958, I have become more and more 
eonscious of the social implications of any large and long-range program to be 
financed largely by the Federal Government. I see such a program leading us 
into all avenues of family life and into all programs of child welfare. I believe 
that it is designed to reach out past the group that cannot be reached by any 
other programs. It will reach out to more and more people who will be de- 
pressed by it. 

I am greatly concerned about a large governmental program that offers relief 
to people with one hand and leads them by the other hand. The promoters of 
such a program are interested not only in providing people with housing, food, 
and shelter, but they also want to provide a rehabilitation program. They want 
to provide a counseling program for millions of people. They have had an 
opportunity now of offering such a counseling program to nearly a million 
children under the aid to dependent children’s program. As I move around the 
disturbed areas of our cities and study what is happening in our housing 
programs, I begin to have grave questions as to whether the leaders of public 
welfare programs, with their present implements, can provide the type of 
leadership that is necessary in our disorganized communities. Such a program 
I am convinced must come from the people themselves, it must come from an 
organization of the people. I do not believe that it will come from any 
governmental program. For one thing, it involves too many controversial issues. 
The public welfare agencies of today do not have courage enough to face such 
issues. Such issues can be dealt with only by an organization of the people, ¢ 
bringing together of all the people, the representatives of all the churches, and 
the representatives of all community groups. 

The only alternative to an organization of all the people that reaches out 
into their own neighborhoods and inspires them to meet their own problems, is 
an overall governmental organization whose leaders have a definite pattern that 





SOCIAL-SECURITY LEGISLATION 827 


they want to impose on the people. They represent the welfare state in its most 
complete form. Their pattern is designed to dry up many of the resources 
that the people have already developed for themselves. If one read the literature 
of this new welfare state philosophy, he would see that there is no mention of 
any dynamic voluntary organizations. In fact, its proponents disregard the 
very existence of voluntary organizations. They can handle all the problems 
and they can handlé them without any reference to the great religious forces 
of the American community. When the proponents of the new public welfare 
reach their utopia there will no longer be a place for religion in the American 
community. 

Our best hope is in developing community effort not only in social welfare in 
the narrow sense but also in the social problems of the community as a whole. 
Lack of broad civie interest is responsible for the lack of effective social imple- 
ments in dealing with the very serious social problems confronting the American 
community today. It is responsible for much of the disorganization and con- 
fusion to be found in American cities. Many students of United States problems 
throughout the world wonder why we have so little broad citizen participation 
in meeting our very difficult social problems. If constant pressure by Govern- 
ment destroys voluntary participation in programs of child welfare, the social 
problems of our cities are liable to become much more serious. 

I am sorry that the leaders in unemployment compensation in the various 
States have failed to fashion the program in such a way as to meet the needs 
of the unemployed during the current recession. They have gone to extremes in 
selling to governors and legislators in the various States, certain concepts in re- 
garde to unemployment compensation that makes it impossible for it to attain its 
original objectives. They think of it as something that must meet the objectives 
of the individual employer rather than a broad social insurance program. They 
have resisted all general standards in regard to duration of benefits, size of 
benefits, admission to the system, disqualifications that prevent the worker from 
securing his benefits or cause long delays. Those who have promoted this basic 
concept are virtually leaving us without any alternative except mass relief, that 
is designed to demoralize large masses of people. I hope it will be possible for 
this committee to maintain active contact with what is happening in the adminis- 
tration of unemployment compensation in the various States. I wonder why 
it would not be possible for the committee, or rather a subcommittee of the en- 
tire committee, to hold hearings in various cities throughout the country. The 
staff of the committee could plan ahead for these meetings; the committee then 
would be in a position to make a first-hand study of what is happening in unem- 
ployment compensation. The staff could study, among other questions, the long 
delays in the payment of benefits. They could see how disqualifications militate 
agains the welfare of the workers. 

Old-age and survivors insurance represents the largest investment of the 
people of the United States in their protection against the hazards of old age 
and premature death. This year over $84 billion will be paid out to 12 million 
retired persons and their dependents, to widows and orphans and disabled ‘per- 
sons. This system has done a great deal to save the self-respect and independence 
of the old people. 

It is to be regretted that our Department of Health, Education, and Welfare has 
given so little attention to the type of research that would give us a real picture of 
the independence and self-sufficiency of the aging in our communities. Litera- 
ture turned out by the Department on the whole gives a rather drab picture of 
the aging. It depicts them as a very large group of people that have to be led by 
the hand and need all sorts of services. We have been doing our very best in the 
past 5 years to build up a real picture of the aging as we find them in our com- 
munities. We are not picturing the aging as people who have no family ties, 
or people who do not have the strength to meet their own problems. We have 
tried in our studies to picture them, for the most part, as people who are 
capable of thinking and doing their own planning. We find the family relation- 
ships of the aging constitute a real moral force in their lives. We have completed 
first-hand studies of the aging in Cleveland, St. Louis, and Buffalo, and now we 
are getting a fourth study under way in Milwaukee. 

We were greatly encouraged by these studies of ours. In Buffalo for instance 
we find that the aging look on home ownership as the basic factor in savings. 
More recently they have become acquainted with the various types of insurance 
that are open to them. Most of them have life insurance. A total of 26 percent 
of all the people interviewed had hospital insurance of one kind or another, 


28110—58——_54 








828 SOCIAL-SECURITY LEGISLATION 


There was another group of 10 percent who said that they looked to savings as 
well as hospital insurance to provide for hospital care; 34 percent had savings 
on which they relied for hospital care; children and relatives paid for hospital 
care of 10.5 percent. 

It was obvious that throughout the entire group of respondents the idea of 
social security was accepted largely because it came like a pension to those who 
had worked. The feeling that “you paid in” was frequently,referred to. “Social 
security has been a wonderful thing for the workingman, It has given him 
a source of support in his old age. It guards him sufficiently against any 
possibility of going to the welfare.” 

The thought of “going to the welfare” was not generally accepted, though even 
in this regard there were many who felt that “being a taxpayer and a hard- 
working citizen did entitle one to assistance if needed,” while contempt was re- 
served for those who received other people’s hard-earned money, though shiftless 
in work and willing “to chisel” to get more funds than they needed. As for going 
to the welfare, here is how many feel: “Older people are proud—too proud to 
submit to the treatment they get at the relief agency. Social security is better 
because you don’t have to be embarrassed by questions. The things they do to 
you at the agency are terrible. If they asked me even one question that em- 
barrassed me, I’d be through. I couldn’t stand that, and most of the old people 
are like that. And those people should be taken care of.” 

Here and there throughout our studies we find questions of the adequacy 
of social security. “If it would be a little bit larger,” says one respondent, “you 
could keep away from the welfare and be independent.” This of course still 
brings up the question as to what we have been doing with social security through 
the years. 

Since 1939 we have been cognizant of the fact that people who were around 62 
to 63 and facing retirement at, let’s say 65, needed special attention. Some of 
them had not been covered by the 1935 act. In 1939 this committee made it pos- 
sible for people who were covered to receive full benefits in six quarters. Then 
in 1950 this committee found a great number of people who had been covered 
but had been in and out of the labor market. A considerable number of new 
groups were brought in in 1950. The benefit formula was improved by giving 
the newly covered worker 50 percent of his first $108 and 15 percent of the next 
$200. There was a new table which was supposed to give the people who had 
been in the system since the very beginning the equivalent in increased benefits. 
The committee followed about the same procedure in 1952, 1954, and 1956. The 
new people were given a great advantage in benefits. Those whose benefits were 
based on wages earned over a longer period, practically speaking, received much 
less. This explains why it is that such a large number of people are now receiving 
small benefits. 

On the basis of an analysis of social security benefits, we find that the average 
benefit in 1956 was $67. The average for men was $68 and for women $51. When 
we come to study the figures more carefully we find that for people who have to 
go back to 1936, the average benefit in 1956 was $51, while for those who could 
begin in 1950, it was $75. As between men and women, one is impressed by the 
fact that the men having to go back to 1936 received an average benefit of $55 
while those who could use their more recent wages received $81. The women 
going back to 1936 received an average of $43 as compared to $60 for those whose 
benefits are based on more recent wages. 

In order to further dramatize the status of those who had to return to 1936 
as a basis for determining wages and benefits, we find that of the 5,112,000 people 
receiving benefits at the end of 1956, 15.1 percent or about 800,000 received $30 or 
less a month. It is therefore very important that in any appraisal of OASI, or 
any proposals for the improvement of the benefit structure, special cognizance 
should be taken of the 15.1 percent who are receiving very low benefits. The 
committee might well consider increasing the minimum benefit for all people on 
OASI to $40 a month. I believe that this would be very helpful in maintaining 
the morale of the people who look to OASI as a basic protection against depend- 
ence in their last years. This would mean an increase of approximately $240 
million a year, out of a total of $714 billion. I believe it would protect a very 
large number of people from appealing for relief to which they cannot be fully 
reconciled and which certainly is not in harmony with their dignity. 

The committee will note that I am not talking in terms of complete adequacy. 
This would not represent the attitude of aging persons receiving OASI with whom 
I have had rather close contact in the course of my own studies. All the people 
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with whom I have talked in Buffalo, Cleveland, and St. Louis do not look to 
OASI as their sole source of support. Again I am thinking about something that 
is in harmony with the dignity of our aging population. 

While the committee should give special consideration to the 15.1 percent 
receiving very low benefits, I believe it would be fully justified in facing the 
question of making some improvements in the benefit structure for people who 
are in the higher brackets. I would favor the provision of the Forand bill, 
H. R. 9467, which would increase the primary benefit from 55 percent of the 
first $110 or $60, to 60 percent of the first $110 or $66. I do not see any objec- 
tion to lifting the tax base from $4,200 to $6,000. I think that the maximum 
individual benefits at the present time is too low and should be increased to 
$151.80. I believe, moreover, that the total family benefit might well be raised 
to $305.00 and that the benefit for a widow with children should be raised to 
75 percent of the primary benefit. 

Catholic Charities in the United States has supported OASI from the be- 
ginning because it feels that it is in harmony with the dignity of the individual 
and the family. It is built on the basic philosophy that given a reasonable 
economic basis and a reasonable amount of protection against the economic 
hazards of life, the worker can provide for his own needs and solve his own 
problems. It is our philosophy that the worker and his family should be en- 
couraged to meet their own problems through ways and means of their own 
choosing. We do not like to see Government, and more especially the National 
Government, become involved in the affairs of the ordinary family. We are 
not too sanguine about the ability of Government to solve the problems of 
family life. 

At this time, we are not sympathetic about having the Federal Government 
enter the field of hospital and medical group insurance. We believe that it 
brings the Federal Government too close to the problems of family life. It is 
an entire departure from the original objectives of a social insurance program. 

Our studies of the aging do not justify our supporting a program for the 
entrance of the Government into the field of hospital and medical group in- 
surance. We are convinced that the information which is used for the promo- 
tion of such a program is not based on firsthand study of the ordinary aging 
in the United States. It is our conviction that it is based on the aging who 
are to be found in our nursing homes and institutions. There has been a 
great change in recent years in the population of our institutions. Our studies 
indicate that nearly all the aging in our institutions at the present time are 
over 75 years of age and are people who need nursing care. In looking at this 
problem, moreover, we have to remind ourselves that all the aging in our insti- 
tutions, including the mental hospitals, represent only 3 percent of the entire 
aging population. 

We recognize the fact that there is a growing interest in the aging in the 
United States. Most of this interest centers around the needy aging. It is 
being promoted by the people who are dealing with the needy aging, by people 
who are interested in organizing Senior Citizens Clubs. These clubs serve a 
useful purpose for lonely and depressed people but on the whole we do not 
find the ordinary aging in these clubs. The ordinary aging do not want to be 
patronized. They are independent. We see a danger in efforts to extend to 
the ordinary aging programs that are designed for the dependent aging. We 
must therefore keep constantly asking ourselves the question, Do we want to 
encourage the ordinary aging to think and plan for themselves? De we want 
to encourage family responsibility? In so doing we are facing realities. It 
is quite natural that we should have so much interest in the dependent aging. 
These are the people that the welfare workers encounter in their daily work. 
They have very little contact with the ordinary aging. From what we can 
gather, the ordinary aging would not welcome their services. 

One of our great problems is that we know very little about the ordinary 
aging. It is difficult to secure information in regard to them. One has to be 
very careful in approaching them. We have learned this from our studies. 
At the present time we are planning a study in the city of Milwaukee. This 
study will be preceded by a 3 months’ educational campaign in which we will 
endeavor to explain to the people of the area the reasons why we are seeking 
information on the ordinary aging. What justification do we have for asking 
questions about their family, their neighborhood relationships, their income 
and savings, their relationship with their children, their grandchildren, their 
sons-in-law and their daughters-in-law. And even with the best educational 
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preparation it is difficult for us to explain to them why all this information 
is necessary and what useful purpose it will serve. One of our best approaches 
has been to try to convince them that they have a contribution to make to their 
community. They have a body of experience that is useful. We are encour- 
aging them to get together among themselves to discuss their own problems. 
We find that this approach is useful. We have found, however, that if we come 
as representatives of a welfare organization they do not welcome us. They 
want to keep as far away as they can from “the welfare.” 

It is not too difficult at the present time to find money for the study of the 
problems of the ordinary aging. A more difficult problem is securing qualified 
personnel to make these studies. Very few people are qualified to make studies 
of this type and very few of the universities have sufficient interest to under- 
take them. In most States now we have State committees on the aging. Usu- 
ally, however, they are talking in broad terms. They talk and write as if they 
were reaching all the aging in the various States. 

Monsignor O’Grapy. I am recommending that you do have an in- 
crease in the minimum, because I think that 15 percent of these older 
folks are having, or had in 1956, $30 a month or less, and I am rec- 
ommending a minimum of $40 a month. 

I am also recommending, I think that up to $40 a month would 
take care of these low-range benefit costs. It is quite clear why it 
is that we have so many people receiving low benefits. While we 
had the new start in 1950 and all along in the subsequent years, we 
paid particular attention to those who were coming into the system 
anew. But then we had this large group whose benefits were based 
on wages that had been paid to them in a few years, and they had ups 
and downs, and had very low wages and a very low base, in spite of 
the fact that there was this table. It was not able to bring them up 
to the point of those who had received higher wages. 

I think, therefore, that it is important to increase these low benefits. 

I do think that we ought to face the basic facts, too, of now about 
an improvement of the system, because after all, as Mr. Myers has 
found out, we have not had very large benefits, when you consider 
the value of the dollar now as compared with 20 years ago. 

So I am recommending that we pretty much follow the schedule 
of increases in benefits, in the basic benefit. I am raising real ques- 
tions about the matter of this new hospital benefit and medical and 
hospital group insurance. As I have indicated, I do not believe that 
we have the facts, that is all, that the facts are here, except in regard 
to needy people. We know, let us say, about these 10 percent of 
needy people. We know enough about those. They are on public 
assistance already, and of course they have to pass a needs test, but 
that needs test is very variable with the States. 

I think these are the principal things, except that I have raised 
questions, as you know, and that will also be in the record, about 
my attitude toward these public welfare amendments. I think I 
need not detain the committee any longer. 

Mr. Boces. Thank you very much, Monsignor, for a very fine state- 
ment. 

The committee is adjourned until 10 o’clock tomorrow morning. 
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(The following material was received for the record :) 


CONGRESS OF THE UNITED STATEs, 
HovusE OF REPRESENTATIVES 
Washington, D.C., June 26, 1958. 
Hon. Wiizour D. MILts 
Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: I enclose herewith a statement in support of my bill, 
H. R. 6514, to lower the retirement age under social security and to eliminate 
the requirement that an individual must have attained age 50 to receive disability 
insurance benefits. 

I would appreciate your making this statement part of the record of the 
hearings presently being conducted on all titles of the Social Security Act. 

Sincerely yours, 
ALFRED E. SANTANGELO, Member of Congress. 


STATEMENT OF ALFRED EX. SANTANGELO, CONGRESSMAN FROM THE 18TH DISTRICT 
or NEW YorK, IN Support or H. R. 6514. 


I would like to make a few brief remarks concerning H. R. 6514, the bill 
which I introduced to lower the retirement age under social security to 60 for 
men and 55 for women and eliminate the requirement that an individual must 
have attained age 50 to receive disability insurance benefits. 

I was very much in agreement with the action taken by Congress in 1956, when 
it reduced the age at which women are eligible for social security benefits from 
65 to 62. For over 20 years the retirement age had remained at 65 for everyone, 
and I was afraid that it was becoming something of a fetish. The action taken 
in 1956 dispelled that fear, but, in my opinion, was only a first timid step in the 
right direction. 

Whom are we talking about? Weare talking about our senior citizens between 
the ages of 60 and 65 of whom there are in the United States approximately 
6,900,000. The number of senior citizens in the United States over the age of 65 
totals 15 million. Inasmuch as the social security statistics indicate that 524 
out of every 1,000 of those 65 and over are receiving old-age and survivors in- 
surance, we can estimate that approximately 3,700,000 people between the ages 
of 60 and 65 would be eligible for social security benefits under my bill. 

In my own State of New York, there were, as of 1957, approximately 1,496,000 
people over the age of 65 and approximately 900,000 between the ages of 60 and 
65. Since a little more than 50 percent are receiving old-age and survivors 
insurance, there would be approximately 450,000 New York State residents who 
would be eligible under my bill. 

I heard a statement recently to the effect that the average man 50 years ago 
could expect to live 40 years and work 70 hours a week, whereas today he can 
look forward to living 70 years and working 40 hours a week. 

I wouldn’t vouch for the complete accuracy of this statement, but I believe that 
it does aptly describe the change which has taken place in our way of life. And 
the process is by no means completed. It continues to operate at full force right 
at this very moment. Whereas 1 worker today produces as much goods as 3 
workers did 50 years ago, no one can say for sure what his production will be a 
few short years from now. One thing is certain, however; the advance of 
technology will continue at an unabated pace. The result will be a continued 
lessening of the importance of man’s labor in fulfilling his needs and desires. 
The workweek will continue to shorten and the number of years of employment of 
the average worker will continue to decrease at the same time, I am sure. 

The prospect, however, is not unmarred by difficulties to be overcome. Tech- 
nological displacement of labor will continue to beset our economy, as it has in the 
past and as it does today. Our economy has reached the point already where 
the older worker is feeling the effect of the progress which has taken place. The 
recession we have been experiencing since last fall has made the situation only 
more acute. For several years there has been an active interest in the problems 
of the older worker—and by the older I don’t mean only those over age 60. I 
include people at age 40 and even 35. The want-ads in our daily newspaper 
are filled with age restrictions on job opportunities. Secretary of Labor Mitchell 
recognized this problem in 1956 when he declared: 

“Even in our current period of prosperity, a strange paradox confronts the 
so-called middle-aged and older workers caught in the no-man’s land between 
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maximum hiring ages on the one hand and minimum retirement ages on the other. 
In a few words—they are too old to be hired out and too young to retire.” 

The secretary’s solution to this baffling problem—namely to try to convince 
employers that they should have older people—has been as ineffectual as the 
administration’s approach to the unemployment situation. 

Many occupations involve demands on physical strength and endurance which 
the worker in his fifties and sixties is incapable of supplying. He is not eligible 
for disability benefits because he is capable of engaging in some form of sub- 
stantial gainful activity, yet because of his age and background he is unable to 
procure employment. 

This is a very real problem facing us today. Many thousands of workers have 
had their employment pulled out from under them through no fault of their own— 
company mergers; physical strain; replacement of machines, processes or even 
entire industries, as happened in the case of textiles. Their unemployment bene- 
fits are soon exhausted. Those not old enough to qualify for old-age and sur- 
vivors’ insurance benefits have nothing but privation to look forward to until 
they reach retirement age. 

I put no stock in the argument made against lowering the retirement age that 
many workers who are able to work will retire just because of a change in the 
law. Social security payments are just not that attractive in comparison to the 
average person’s income. The argument is completely refuted by the fact that 
under the present law, the average age of men leaving employment and applying 
for benefits is over 68. 

The 1956 amendments, in addition to lowering the retirement age for women, 
also provided disability insurance benefits for the first time. I would say this 
too, while an improvement in our social security system, has a severe limita- 
tion. For the disability insurance provides benefits only for those who are 
age 50 and over. 

How many people over the age of 50 receive disability insurance? Social 
security statistics estimate that as of April 1958 188,000 people throughout the 
country, between the ages of 50-64 are receiving disability benefits. This is 
approximately 20 percent of the claims which have been filed for disability 
benefits. Approximately one-half of those disqualified failed because of their 
wage earnings records, 40-plus percent did not meet the medical definitions 
contained in the law. 

I do not see how this minimum age limitation can be defended on the merits. 
To me it constitutes an unjust discrimination against disabled workers under 50 
and their families. Under the present law, if the disabled worker should die, 
his wife and children would be eligible for survivor benefits. Certainly the 
family of an invalid, incapable of engaging “in any substantial gainful activity,” 
to use the language of the statute, is in equally dire circumstances—even more 
so, because of the added burden of medical expenses. 

The need for disability insurance coverage for workers under 50 is as great 
as for those over 50. Their medical and living expenses are no less. Chances are 
they have less in the way of savings. In this age group are the fathers and 
mothers of the younger children—children whose needs cannot wait to be supplied 
until their parents reach eligible age. 

I am a Congressman, who, several days a week, returns home and interviews 
his constituents. I have had occasion to interview men and women who were 
completely disabled with multiple sclerosis or traumatic injuries after they had 
worked many years. They would be eligible if they were over 50 years of age, 
however, since misfortune struck them before the age of 50 they are disqualified 
and must await painfully the passage of time to reach the age of eligibility. 
The harm to their minds and families is as great as it is to the persons over 50. 
Since these are workmen who cannot obtain substantial gainful activity, our 
economy should not leave them stranded on the wayside. Their earnings have 
qualified them and there is no logical reason why they should be denied benefits 
because they have not reached 50 years of age. 

I hope this committee will give thoughtful consideration to my proposal to 
lower the retirement age and eliminate it in the case of disability requirement. 
The interests of many deserving individuals are dependent upon your doing so. 
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[H. R. 6514, 85th Cong., 1st Sess.] 


A BILL To amend title II of the Social Security Act to pronts full benefits (based upon 
attainment of retirement age) for men at age sixty and women at age fifty-five, and to 
eliminate the requirement that an individual must have attained age fifty to receive 
disability insurance benefits 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 216 (a) of the Social Security 

Act is amended to read as follows: 


“Retirement Age 


(a) The term ‘retirement age’ means— 

**(1) in the case of a man, age sixty, or 
“(2) in the case of a woman, age fifty-five.” 

Sec. 2. (a) Section 202 (a) (3) of the Social Security Act is amended by 
striking out “the age of 65” and inserting in lieu thereof “retirement age”. 

(b) The last sentence of section 202 (a) of such Act is amended by striking 
out “Except as provided in subsection (q), such” and inserting in lieu thereof 
“Such”. 

(c) Section 202 (b) (2) of such Act is amended by striking out “Except as 
provided in subsection (q), such’ and inserting in lieu thereof “Such’’. 

.(d) Section 202 (j) of such Act is amended by striking out paragraph (3). 

(e) Section 202 (k) (8) of such Act is amended by striking out “any reduction 
under subsection (q) and” “(after reduction under such subsection (q))”. 

(f) Section 202 (m) of such Act is amended by striking out “and subsection 
(q)” each place it appears. 

(g) Subsections (q), (r), and (s) of section 202 of such Act are repealed; 
and subsections (t) and (u) of such section are redesignated as subsections 
(q) and (r), respectively. 

(h) Section 203 (b) (3) of such Act is amended to read as follows: 


“(3) in which such individual, if a wife under retirement age entitled 
to a wife’s insurance benefit, did not have in her care (individually or jointly 
with her husband) a child of her husband entitled to a child’s insurance 
benefit ; or’’. 

(i) Section 216 (i) (2) of such Act is amended by striking out “the age of 
sixty-five’ each place it appears and inserting in lieu thereof “retirement age”. 

(j) Section 223 (a) (1) (B) of such Act is amended by striking out “the age 
sixty-five’ and inserting in lieu thereof “retirement age (as defined in section 
216 (a))”. 

(k) Section 223 (a) (1) of such Act is further amended by striking out “he 
attains the age sixty-five’ and inserting in lieu thereof “he attains retirement 
age”. 

Sec. 3. (a) Section 223 (a) (1) (B) of the Social Security Act is amended 
by striking out “has attained the age of fifty and”’. 

(b) The last sentence of section 223 (c) (3) of such Act is amended by striking 
out all that follows “1957” and inserting in lieu thereof a period. 

Sec. 4. (a) The amendments made by the first two sections of this Act shall 
apply only with respect to monthly benefits under section 202 of the Social 
Security Act for months after the month in which this Act is enacted, and with 
respect to lump-sum death payments under such section 202 in the case of deaths 
occurring on or after the day on which this Act is enacted; except that (1) no 
monthly benefits under such section 202 shall be paid by reason of such amend- 
ments on the basis of the wages and self-employment income of an individual 
who died prior to the date of the enactment of this Act and who at the time 
of his death was not a fully insured individual under section 214 of the Social 
Security Act, and (2) for purposes of section 209 (i) of the Social Security Act, 
the amendment made by the first section of this Act shall apply only with re- 
spect to remuneration paid after the month in which this Act is enacted. 

(b) The amendments made by section 3 of this Act shall apply only with re- 
spect to monthly benefits under section 223 of the Social Security Act for months 
after the month in which this Act is enacted. In the case of an individual who 
satisfies section 228 (a) (1) (B) of the Social Security Act on the date of the 
enactment of this Act solely by reason of such amendments, the waiting period 
(as defined in section 223 (c) (8) of the Social Security Act) may not begin 
before the first day of the fifth month before the month in which this Act is 
enacted. 
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CONGRESS OF THE UNITED STATES, 
HOovusE OF REPRESENTATIVES, 
WASHINGTON, D. C., June 26, 1958. 
Hon. Wixzvur D. MI“1s, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


DEAR Mr. CHAIRMAN: I enclose herewith a statement in support of my bill, 
H. R. 12300, to amend the Social Security Act and the Internal Revenue Code 
so as to increase the benefits payable under the Fedral old-age, survivors, and 
disability insurance program. This bill is identical to H. R. 9467. 

I would appreciate your making this statement part of the record of the 
hearings presently being conducted on all titles of the Social Security Act. 

Sincerely yours, 
ALFRED BE. SANTANGELO, Member of Congress. 


STATEMENT OF CONGRESSMAN ALFRED E. SANTANGELO, CONGRESSMAN FOR THE 
18TH District, NEw YORK, IN Support or H. R. 12300 


In the past two decades we have seen the healthy growth of our social security 
system. Because I am concerned with its continued growth, I appreciate the 
opportunity today to speak before the committee in support of my bill, H. R. 
12300, a bill which will further improve this plan and is identical to the proposal, 
H. R. 9467, already introduced by my very good friend, Congressman Forand. 

The major improvements it will provide are an increase of benefits by about 
10 percent to bring them in line with present-day living costs, and would in- 
crease to $6,000 the maximum amount of annual earnings counted under social 
security, and a new form of protection against one of the most expensive 
and serious threats to security in old age; namely, the costs of hospitalization 
and surgery. For people eligible for social security benefits, this new protec- 
tion will take care of the cost of hospital care for up to 60 days, for surgical 
services provided in a hospital, and if the doctor decides that the patient also 
requires nursing home care after being discharged from the hospital, for 
combined hospital and nursing home care for up to 120 days. Costs covered 
include a semiprivate room and all hospital services, medical care, drugs and 
appliances—practically everything, in fact, but the attending doctor’s bills. 

First of all, I am concerned because the amount of retirement benefits that 
the system now offers is entirely inadequate for a minimum standard of living. 
No increase in benefits has occurred since 1954, This bill, I believe, is a sound 
approach that would overcome the economic treadmill which torments so many 
of our older people today. 

It has always been a primary obligation of our social security system to 
provide a decent standard of living for those who are no longer able to 
share in the rewards of further productive effort. It should also be clear to 
us by now that the only thing we can be sure about with our economics, as 
with our children, is that they will continue to change. Thus, it becomes 
incumbent upon us as Members of Congress to make periodic reexaminations 
of the social security plan to see that it is really serving the needs of the 
people and is alined with the economic realities of the times. 

Since World War II we have seen a steady increase in prices, a rise which 
has taken place both in times of prosperity and in times of recession. The 
principal victims of this relentless march of prices are elderly persons on a 
fixed pension income. The benefits figures of the present law testify to the need 
for a change. The highest current monthly benefit under the system is now only 
$108.50 and the average benefit is under $70. Surely this benefit scale, estab- 
lished in 1954, cannot be used as a yardstick for 1958 prices. In April living 
costs again reached an alltime high and food prices had increased by 6.2 
percent alone within the last year. At a time when an office boy is earning 
about $200 a month, we should take a long hard look at the payments of our 
social security system which were designed to provide dignity and not privation 
in retirement. 

Moreover, at a time when the number of older people is increasing at a 
rapid rate—over three times as fast as the rest of the adult population—it is 
distressing to know that their share of the Nation’s income has remained 
virtually static. The population age 65 and over has increased from 10% 
million in 1947 to almost 15 million in 1956, an increase of about 34 percent. 
However, their share of the total personal income received in this country 
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during this period increased by only six-tenths of 1 percent—from 7 percent 
to 7.6 percent. 

Adlai Stevenson in the 1956 presidential campaign cailed attention to the 
second class economic position of older people. He mentioned that the average 
family income of the aged—a niggardly 55 percent of the average for all families— 
should be increased to at least 75 percent of the national average. This would 
have meant an increase of approximately $800 per aged family per year, raising 
personal income for them from around $2,300 to $3,100 a year. The bill I propose 
today will bring this ideal one step closer to realization. 

The second important feature of my bill is that it takes account of the fact 
that older people are plagued particularly by the even more sharp rise in medical 
costs. Since the 1954 amendments medical expenses have increased by 14 percent, 
this item on the price index having risen from 125.7 to 142.7. 

We know that the illnesses of later life are not only of longer duration but 
are also of a more serious nature. These facts were brought home to me by a 
conference held in my State of New York on financing health costs of the aged. 
In addressing the conference which he had convened, Governor Harriman stated : 

“The costs of adequate medical care for older persons are higher than for 
younger persons. Hospitalization is needed more often and for longer periods of 
time. Prolonged care is more frequently required, because chronic disease is 
more common among the aged. A recent national study showed that the average 
annual cost of medical care for persons over 65 was $102 compared to $65 for 
the general population. 

“At the same time that extra care is needed, the older person has fewer financial 
resources to meet the added cost. As medical and hospital costs have risen 
sharply in the past quarter century, retirement income has not kept pace.” 

Those meetings brought to light much information which supports my pro- 
posal. For example, our New York State Commissioner of Health, Dr. Herman 
B. Hilleboe, pointed out that, according to a survey made by the National Opinion 
Research Center in 1955, approximately 62 percent of all age groups in New 
York State were insured against the cost of hospitalization while only 35 percent 
of the population 65 years and over had such insurance. Obviously the ability 
and opportunity to pay for medical care or to purchase health insurance depends 
on age, income and whether an individual has a job. Group insurance provided 
for people at work usually ends with retirement—the time, sadly enough, when 
most people need it the most. 

The New York Conference report took account of the difficulty that elderly 
people have in meeting hospital bills by pointing to figures developed by the 
American Hospital Association’s Commission on Financing of Hospital Care. 
These statistics showed that 21 percent of those patients who could not pay their 
hospital bills were 65 years of age and over whereas persons in this age group 
comprised less than 9 percent of the overall population. The conclusion was 
that many older persons—perhaps as many as 80 percent—would not be able to 
meet medical bills, even of a fairly modest amount, from income presently avail- 
able to them. 

Another significant 80 percent figure concerns the chronic disease problems 
which face older people. As I have already said, illnesses of the elderly are 
likely to be more severe and of longer duration. This is documented by the 
studies conducted by the staff of the Commission on Chronic Illness which show 
that the age group 65 and over had 80 percent more chronic cases than did the 
age group 35 to 64. 

From these and other related studies it is clear that the health needs of older 
people are exceedingly complex. The situation is made more difficult because the 
kind of magnificent care which is becoming available through the skill of medical 
science is very costly. I agree with Commissioner Hilleboe that these people 
have “every reason to demand a bill of health rights for the aging. Enhancement 
of the physical and mental capacities of our older people can bring numerous 
rewards to society by enabling these people to contribute their share to the 
community good. It also will enable these aging individuals to preserve the 
dignity and serenity that should be their rightful heritage.” 

The idea of adding hospital and surgical benefits to the social security system 
is not a new one. But up to the present, it has received little legislative con- 
sideration. This proposal is a classic example of the concept of a Government’s 
responsibility described by Abraham Lincoln. Mr. Lincoln said that the legiti- 
mate function of Government “is to do for the people what needs to be done, but 
which they by individual effort cannot do at all, or do so well.” 
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To finance these improvements in a manner which will protect the integrity of 
the social security trust fund, my bill would raise the tax on both employer and 
employee by one-half of 1 percent. Part of the increased cost would be absorbed 
by an increase in the wage base from $4,200 a year to $6,000 for benefit and tax 
purposes. This feature, which in itself effects a savings to the system, also will 
eventually increase the maximum benefit for an individual from $108.50 to 
$151.80. The original $3,000 wage base for social security set in 1935 covered the 
total earnings of 97 percent of all workers and of 95 percent of workers with 
earnings in all four quarters of the year. This percentage has with rising wages 
shrunk steadily over the years, so that at present the $4,200 maximum earnings 
base in the law includes the total earnings of only about 72 percent of covered 
workers. A new wage base of $6,000 will, for many workers, mean that their 
retirement income will be much more closely related to their wages during their 
working years. 

My proposal also contains a provision which will have the effect of bringing 
the new earnings base into operation quickly for those workers with long service 
who are approaching retirement age. It would allow an additional one year of 
little or no earnings to be dropped from the computation of the average monthly 
wage for every 7 years of covered employment. 

The problem of the inadequacy of our present benefits requires immediate 
action. We must be eternally aware of the fact that a large number of our 
older people lack sufficient health care and financial security. We must recognize 
that these people, as consumers, are as much a part of our economic system as 
the conscientious voter is part of our Government. Social security is a business- 
like way of meeting our obligation, and one which has demonstrated that it can 
do the job. 

Let us now take an understanding approach to these unsolved problems and 
establish the cost of living adjustment and medical care provisions that are so 
sorely needed at the present time. Let us give our older people the minimum 
income which will insure them a life of security and self-respect. 


[H. R. 12300, 85th Cong., 2d Sess. ], 


A BILL To amend the Social Security Act and the Internal Revenue Code so as to increase 
the benefits payable under the Federal old-age, survivors, and disability insurance 
program, to provide insurance against the costs of hospital, nursing home, and surgical 
service for persons eligible for old-age and survivors insurance benefits, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Social 
Security Amendments of 1958”. 


TITLE I—AMENDMENTS TO TITLE II OF THE SOCIAL SECURITY ACT 


INCREASE IN PRIMARY INSURANCE AMOUNT 


Sec. 101. (a) Paragraph (1) of section 215 (a) of the Social Security Act is 
amended to read as follows: 

“(1) The primary insurance amount of any individual with respect to whom 
not less than six of the quarters elapsing after 1950 are quarters of coverage 
shall be whichever of the following amounts is the largest: 

“(A) 60 per centum of the first $110 of his average monthly wage, plus 
22 per centum of the next $390, or 
“(B) the amount determined under subsection (c), or 
“(C) $35.” 
ADDITION AL DROPOUT 


(b) Paragraph 4 of section 215 (b) of such Act is amended to read as follows: 

“(4) In the case of any individual, the Secretary shall determine the five or 
fewer full calendar years after his starting date and prior to his closing date 
which, if the months of such years and his wages and self-employment income for 
such years were excluded in computing his average monthly wage, would pro- 
duce the highest primary insurance amount. Such months and such wages and 
self-employment income shall be excluded for purposes of computing such in- 
dividual’s average monthly wage. In the case of any individual who has not 
less than twenty-eight quarters of coverage, the maximum number of full cal- 
endar years determined under the first sentence of this paragraph shall be in- 
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ereased by the number equal to the quotient obtained by dividing the quarters 
of coverage such individual has by 28, except that if the quotient so obtained is 
not a whole number, it shall be reduced to the next lower whole number. 


DETERMINATIONS MADE BY USE OF CONVERSION TABLE 


(c) (1) Paragraph (1) of section 215 (c) of such Act is amended by striking 
out all of the table and inserting in lieu thereof the following table. 

















- II Ill IV 
Ifthe primaryin- | Or the primary in- | The amount re-| And the average 
surance benefit surance amount as ferred to in para- monthly wage for 
as determined determined under graphs (1) (B) and purposes of com- 
under subsec- | subsection (d) is— (2) of subsection —— maximum 
tion (d) is— (a) shall be— enefits shall be— 
$10 $30. 00 $35.00 $58. 00 
11 | 32. 00 37. 00 62. 00 
12 | 34. 00 39. 00 65. 00 
13 36. 00 41.00 68. 00 
14 38. 00 43. 00 72.00 
15 40. 00 45. 00 75. 00 
16 41.70 46. 70 78. 00 
17 | 43. 20 48. 20 { 80. 00 
18 | 44. 50 49. 50 83. 00 
19 | 45. 70 50. 70 85. 00 
20 | 47.00 52. 00 87. 00 
21 48. 50 53. 50 89. 00 
22 50. 30 55. 30 92. 00 
23 | 52. 50 57. 50 96. 00 
24 55. 10 60. 10 100. 00 
25 57. 50 62. 40 104. 00 
26 59. 40 64. 80 108. 00 
27 61. 30 66. 90 114. 00 
28 | 63. 00 68. 90 123. 00 
29 | 64. 40 70. 40 130. 00 
30 66. 30 72. 40 | 139. 00 
31 67. 90 74. 20 147. 00 
32 | 69. 50 75. 90 155. 00 
33 71.10 77.70 | 163. 00 
34 72. 50 79. 20 70. 00 
35 | 73. 90 80. 80 177. 00 
36 75. 50 82. 50 185. 00 
37 77.10 | 84. 30 193. 00 
38 78. 50 | 85. 80 | 200. 00 
39 | 79. 90 87. 40 207. 00 
40 | 81. 10 88.7 213.00 
41 | 82. 7C 90. 50 221. 00 
42 | 83. 90 91. 80 227. 00 
43 85. 30 93. 30 234. 00 
Ad | 86. 70 94. 90 | 241. 00 
45 88. 50 96. 80 250. 00 
46 | 88. 50 96. 80 | 250. 00 
90. 50 99. 00 260. 00 
92. 50 101. 20 270. 00 
| 94. 50 | 103. 40 280. 00 
| 96. 50 | 105. 60 290. 00 
| 98. 50 | 107. 80 300. 00 
100. 50 | 110. 00 310. 00 
102. 50 | 112. 20 320. 00 
104. 50 114. 40 330. 00 
106. 50 | 116. 60 340. 00 
108. 50 | 118. 80 | 350. 00”’ 


(2) Paragraph 2 of section 215 (c) of such Act is amended by (A) striking 
out “Social Security Amendments of 1954” wherever it appears and inserting in 
lieu thereof “Social Security Amendments of 1958”; (B) redesignating “(b)” 
as “(B)”, and (C) striking out “$77.10” and inserting in lieu thereof “$88.50”. 


PRIMARY INSURANCE BENEFIT AND PRIMARY INSURANCE AMOUNT FOR PURPOSES 
OF CONVERSION TABLE 


(d) Section 215 (d) of such Act is amended by striking out paragraph (6) 
and inserting in lieu thereof the following two paragraphs: 
“(6) The primary insurance amount of any individual who— 
“(A) does not become entitled to benefits under section 202 (a) or 
section 223 until after the second month following the month in which 
the Social Security Amendments of 1958 were enacted, or 
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“(B) dies after such second month and (i) was not entitled to benefits 
under such section 202 (a) or such section 223 or (ii) whose survivors are 
entitled to a recomputation of his primary insurance amount under section 
215 (f) (4) (A), or 

“(C) is entitled to have his primary insurance amount recomputed under 
section 215 (f) (2), on the basis of an application for a recomputation filed 
after the second month following the month in which the Social Security 
Amendments of 1958 were enacted, 

shall be computed as provided in subsection (a) (1) of this section (other than 
subparagraph (B) thereof) as in effect prior to the enactment of this paragraph 
and his average monthly wage shall be computed as provided in subsection (b) 
of this section as in effect prior to the enactment of this paragraph, except that 
the provisions of section 215 (e) (1) as amended by the Social Security Amend- 
ments of 1958 shall, to the extent provided by such section, be applicable to such 
computation. 

“(7) The primary insurance amount of any other individual shall be com- 
puted as provided in this section as in effect prior to the enactment of this 
paragraph and in the applicable provisions of the Social Security Amendments 
of 1954, except that the provisions of section 215 (e) (1) as amended by the 
Social Security Amendments of 1958 shall, to the extent provided by such 
section, be applicable to such computation.” 


CERTAIN WAGES AND SELF-EMPLOYMENT INCOME NOT TO BE COUNTED 


(e) Paragraph (1) of section 215 (e) of such Act is amended to read as 
follows: 

“(1) In computing an individual’s average monthly wage there shall not be 
counted the excess over $3,600 in the case of any calendar year after 1950 and 
before 1955, the excess over $4,200 in the case of any calendar year after 1954 
and before 1959, and the excess over $6,000 in the case of any calendar year 
after 1958, of (A) the wages paid to him in such year, plus (B) the self-employ- 


” 


ment income credited to such year (as determined under section 212) ; 
RECOMPUTATION OF BENEFITS 


(f) Subparagraph (B) of section 215 (f) (2) of such Act is amended to read 
as follows: 

“(B) A recomputation pursuant to subparagraph (A) shall be made as pro- 
vided in subsection (a) of this section and as though the individual first became 
entitled to old-age insurance benefits in the month in which he filed the applica- 
tion for such recomputation, but only if the provisions of subsection (b) (4), 
as amended by section 101 (b) of the Social Security Amendments of 1958 were 
not applicable to the last previous computation of his primary insurance amount. 
If the provisions of such subsection (b) (4) were applicable to such previous 
computation, the recomputation under subparagraph (A) of this paragraph 
shall be made only as provided in subsection (a) (1) (other than subparagraph 
(B) thereof) and for such purposes his average monthly wage shall be deter- 
mined as though he became entitled to old-age insurance benefits in the month 
in which he filed the application for recomputation under subparagraph (A), 
except that, of the provisions of paragraph (3) of subsection (b), only the provi- 
sions of subparagraph (A) thereof shall be applicable.” 


EFFECTIVE DATES 


(zg) (1) The amendments made by subsections (a) and (b) shall be applicable | 
in the case of monthly benefits, for months after the second month following the 
month in which this Act is enacted, and in the case of the lump-sum death pay- 
ment where death occurs after such second month, based on the wages and 
self-employment income of an individual (i) who becomes entitled to benefits 
under section 202 (a) or section 223 of the Social Security Act after such second 
month, or (ii) who dies after such second month without being entitled to benefits 
under such section 202 (a) or section 223, or (iii) who files an application for a 
recomputation under section 215 (f) (2) (A) of the Social Security Act after 
such second month and is (or would, but for the provisions of section 215 (f) 

(6) of such Act, be) entitled to have his primary insurance amount recomputed 
under such section, or (iv) who dies after such second month and whose sur- 
vivors are (or would, but for the provisions of section 215 (f) (6) of such Act, 
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be) entitled to a recomputation of his primary insurance amount under section 
215 (f) (4) (A) of such Act. 

(2) (A) The amendments made by subsections (c) and (d) of this section 
shall be applicable with respect to monthly benefits under section 202 or section 
223 of the Social Security Act for months after, and in the case of lump-sum 
death payments under section 202 of such Act, with respect to deaths occurring 
after, the second month following the month in which this Act is enacted. 

(B) In the case of any individual who meets the provisions of paragraph 
(A), (B), or (C) of section 215 (d) (6) of the Social Security Act, as amended by 
this Act, any benefits payable on the basis of his wages and self-employment in- 
come, for months prior to the third month following the month in which this Act 
is enacted, by reason of section 202 (j) (1) of the Social Security Act or the retro- 
activity provisions of section 215 (f) (2) of such Act shall be determined as 
though (i) the provision of section 215 (d) (6) of the Social Security Act in 
effect prior to the enactment of this Act were not in effect for such months and 
(ii) not less than six of the quarters elapsing after June 1953 with respect to such 
individual were quarters of coverage. 

(3) The amendments made by subsection (f) shall apply with respect to the 
wages and self-employment income of an individual who— 

(A) files an application for a recomputation under section 215 (f) (2) (A) 
of the Social Security Act, after the second month following the month in 
which this Act is enacted and who is (or, but for the provision of section 
215 (f) (6) of the Social Security Act, would be) entitled to have his primary 
insurance amount recomputed under such section 215 (f) (2) (A) pursuant 
to such application ; except as is otherwise provided in paragraph (2) (B) of 
this subsection, any recomputed benefit payable for any month prior to the 
third month following the month in which this Act is enacted on the basis 
of such application shall be determined as though this Act had not been 
enacted ; 

(B) dies after such second month and whose survivors are (or, but for 
the provision of section 215 (f) (6) of the Social Security Act, would be) 
entitled to a recomputation of his primary insurance amount under section 
215 (f) (4) (A) of such Act. 


SPECIAL PROVISIONS 
(h) (1) Where— 

(A) an individual was entitled (without the application of section 202 
(j) (1) of the Social Security Act) to an old-age insuranee benefit under title 
II of such Act for the second month following the month this Act is enacted ; 

(B) one or more other persons were entitled (without the application of 
such section 202 (j) (1)) to monthly benefits under such title for such second 
month on the basis of the wages and self-employmnt income of such 
individual ; and 

(C) the total of the benefits to which all persons are entitled under such 
title on the basis of such individual’s wages and self-employment income 
for any subsequent month for which he is entitled to an old-age insurance 
benefit under such title, would (but for the provisions of this paragraph) 
be reduced by reason of the application of section 203 (a) of the Social 
Security Act, as amended by this Act; 

then the total of benefits referred to in clause (C) for such subsequent month 
shall be reduced to whichever of the following is the larger— 

(D) the amount determined pursuant to section 203 (a) of the Social 
Security Act, as amended by this Act; or 

(E) the amount determined pursuant to such section, as in effect prior to 
the enactment of this Act, for the second month following the month this 
Act is enacted plus the excess of (i) the amount of his old-age insurance 
benefit for such second month computed as if the amendments made by the 
preceding subsections of this section had been applicable in the case of such 
benefit for such second month over (ii) the amount of his old-age insurance 
benefit for such second month ; or 

(F) the amount determined pursuant to section 102 (h) (1) of the Social 
Security Amendments of 1954 for the second month following the month 
in which this Act is enacted plus the excess of (i) the amount of his old- 
age insurance benefit for such second month computed as if the amend- 
ments made by the preceding subsection of this section had been applicable 
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in the case of such benefit for such month over (ii) the amount of his old-age 
insurance benefit for such month. 
(2) Where— 
(A) two or more persons were entitled (without the application of section 
202 (j) (1) of the Social Security Act) to monthly benefits under title II 
of such Act for the second month following the month this Act is enacted 
on the basis of the wages and self-employment income of a deceased 
individual ; and 
(B) the total of the benefits to which all such persons are entitled on 
the basis of such deceased individual’s wages and self-employment income 
for any subsequent month would (but for the provisions of this paragraph) 
be reduced by reason of the application of the first sentence of section 203 
(a) of the Social Security Act, as amended by this Act, 
then, notwithstanding any other provision in title II of the Social Security 
Act, such deceased individual’s average monthly wage shall, for purposes of 
such section 203 (a), be whichever of the following is the larger: 
(C) his average monthly wage determined pursuant to section 215 of such 
Act, as amended by this Act; or 
(D) his average monthly wage determined under such section 215, as 
in effect prior to the enactment of this Act, plus $7; or 
(E) his average monthly wage determined pursuant to section 102 (h) (2) 
of the Social Security Amendments of 1954, plus $7. 


DEFINITION OF WAGES AND SELF-EMPLOYMENT INCOME 


Sec. 102. (a) (1) Paragraph (2) of section 209 (a) of the Social Security 
Act is amended to read as follows: 

“(2) That part of remuneration which, after remuneration (other than 
remuneration referred to in the succeeding subsections of this section) equal 
to $4,200 with respect to employment has been paid to an individual during any 
calendar year after 1954 and prior to 1959, is paid to such individual during 
such calendar year ;” 

(2) Section 209 (a) of such Act is further amended by adding at the end 
thereof the following new paragraph: 

“(3) That part of remuneration which, after remuneration (other than re- 
muneration referred to in the succeeding subsection of this section) equal to 
$6,000 with respect to employment has been paid to an individual during any 
calendar year after 1958, is paid to such individual during such calendar year ;” 

(b) Paragraph (1) of section 211 (b) of the Social Security Act is amended 
to read as follows: 

“(1) That part of the net earnings from self-employment which is in excess 
of— 

“(A) For any taxable year ending prior to 1955, (i) $3,600 minus (ii) 
the amounts of the wages paid to such individual during the taxable year; 
and 

“(B) For any taxable year ending after 1954 and prior to 1959, (i) 
$4,200, minus (ii) the amount of the wages paid to such individual during 
the taxable year; and 

“(C) For any taxable year ending after 1958, (i) $6,000, minus (ii) the 
amount of wages paid to such individual during the taxable year, or”. 


QUARTER AND QUARTER OF COVERAGE 


Sec. 103. Clauses (ii) and (iii) of section 213 (a) (2) (B) of the Social 
Security Act are amended to read as follows: 

“(ii) if the wages paid to any individual in any calendar year equal 
$3,600 in the case of a calendar year after 1950 and before 1955, or $4,200 
in the case of a calendar year after 1954 and before 1959, or $6,000 in the 
ease of a calendar year after 1958, each quarter of such year shall (subject 
to clause (i) ) be a quarter of coverage. 

“(iii) if an individual has self-employment income for a taxable year, 
and if the sum of such income and the wages paid to him during such year 
equals $3,600 in the case of a taxable year ending after 1950 and before 
1955, or $4,200 in the case of a taxable year ending after 1954 and before 
1959, or $6,000 in the case of a taxable year ending after 1958, each quarter 
any part of which falls in such year shall (subject to clause (i)) be a 
quarter of coverage.” 
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MINIMUM SURVIVORS OR DEPENDENTS BENEFIT 


Sec. 104. (a) Section 202 (m) of the Social Security Act is amended by strik- 
ing out “$30” wherever it occurs and inserting in lieu thereof “$35”. 

(b) The amendment made by this section shall be applicable with respect 
to monthly benefits under section 202 of the Social Security Act for months 
after the second month following the month in which this Act is enacted. 


MAXIMUM BENEFITS 


Sec. 105. (a) Section 203 (a) of the Social Security Act is amended by strik- 
ing out “$50” wherever it occurs and inserting in lieu thereof “$55” and by 
striking out “$200” wherever it occurs and inserting in lieu thereof “$305”. 

(b) The amendment made by this section shall be applicable with respect to 
monthly benefits under section 202 of the Social Security Act for months after 
the second month following the month in which this Act is enacted. 

Sec. 106. (a) Title II of the Social Security Act is amended by adding after 
section 225 the following new section: 


“HOSPITILAZATION AND SURGICAL INSURANCE 
“Eligibility for Insurance 


“Sec. 226. (a) (1) The cost of hospital or nursing home services furnished 
to any individual during any month for which he is entitled to monthly benefits 
under section 202 (whether or not such benefits are actually paid to him) or 
is deemed entitled to such benefits under the provisions of paragraph 2, or the 
cost of such services furnished to him during the month of his death where he 
ceases to be entitled by reason of his death, and the cost of surgical services which 
are not of an elective nature, shall, subject to the provisions of this section, be 
paid from the Federal Old-Age and Survivors Insurance Trust Fund to the 
hospital, physician, and nursing home which furnished him the services. Serv- 
ices to be paid for in accordance with the provisions of this section include only 
services provided in the United States. 

“(2) For purposes of this section, (A) any individual who would upon filing 
application therefor, be entitled to monthly benefits for any month under sec- 
tion 202 shall, if he files application under this section within the time limits 
prescribed in section 202 (j) be deemed, for purposes of this section only, to be 
entitled to benefits for such month, (B) such individual shall, whether or not 
he files application under this section, be deemed to be entitled to benefits under 
section 202 for such month for purposes of determining whether the wife, hus- 
band, or child of such individual comes within the provisions of clause (A) 
hereof, and (C) any individual shall, for purposes of this section, be deemed 
entitled to benefits under section 202 if such individual could have been deemed 
under clauses (A) or (B) of this paragraph to have been so entitled had he 
not died during such month. 

“(3) For purposes of paragraph (2), an individual’s application under this 
section may, subject to regulations, be filed (whether such individual is legally 
competent or incompetent) by any relative or other person, including the hos- 
pital, physician, or nursing home furnishing the hospital, surgical, and nursing 
home services and, after such individual’s death, his estate. 

“(4) Payments may be made for hospital services furnished under this section 
to an individual during his first sixty days of hospitalization in a twelve-month 
period that begins with the first day of the first month in which the individual 
received hospital services for which a payment is made under this section, and 
during his first sixty days of hospitalization in each succeeding twelve-month 
period; and for nursing home services furnished under this section to an indi- 
vidual if the individual is transferred to the nursing home from the hospital, 
and if the services are for an illness or condition associated with that for which 
he received hospital services: Provided, That the number of days of nursing 
home services for which payments may be made shall, in any twelve-month period 
as described above, not exceed one hundred and twenty less the number of days 
of hospital services (in the same twelve-month period) for which payments are 
made under this section. 

“(5) The provisions of section 205 relating to the making and review of 
determinations shall be applicable to determinations as to whether the costs of 
hospital, nursing home, and surgical services furnished an individual may be 
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paid for out of the Federal Old-Age and Survivors Insurance Trust Fund under 
this subsection, and the amount of such payment. 


“Description of Hospital, Nursing Home, and Surgical Services 


“(b) (1) For purposes of this section, the term ‘hospital services’ means the 
following services, drugs, and appliances furnished by a hospital to any indi- 
vidual as a bed patient: bed and board and such nursing services, laboratory 
services, ambulance services, use of operating room, staff services, and other 
services, drugs, and appliance as are customarily furnished by such hospital to 
its bed patients either through its own employees or through persons with whom 
it has made arrangements for such services, drugs, or appliances; the term 
‘hospital services’ includes such medical care as is generally furnished by hos- 
pitals as an essential part of hospital care for bed patients; such term shall 
include care in hospitals described in paragraph (1) of subsection (d) ; such term 
shall not include care in any tuberculosis or mental hospital. 

“(2) The term ‘nursing home services’ means skilled nursing care, related 
medical and personal services and accompanying bed and board furnished by a 
facility which is equipped to provide such services, and (A) which is operated in 
connection with a hospital, or (B) in which such skilled nursing care and 
medical services are prescribed by, or are performed under the general direction 
of, persons licensed to practice medicine or surgery in the State. 

“(3) The term ‘surgical services’ means surgical procedures (other than 
elective surgery) provided in a hospital, or in case of an emergency or for minor 
surgery, provided in the outpatient department of a hospital or in a doctor’s office. 
Surgical services may include oral surgery when provided in a hospital. The 
term ‘elective surgery’ means surgery that is requested by the patient, but which 
in the opinion of cognizant medical authority is not medically required. 


“Free Choice by Patient 


“(e) (1) Any individual referred to in paragraphs (1) and (2) of subsection 
(a) may obtain the hospital or nursing home services for which payment to the 
hospital or nursing home is provided by this section from any hospital or nursing 
home which has entered into an agreement under this section, which admits such 
individual and to which such individual has been referred by a physician or (in 
the case of hospital or nursing home services furnished in conjunction with oral 
surgery) dentist licensed by the State in which such individual resides or the 
hospital or nursing home is located, upon a determination by the physician or 
dentist that hospitalization or nursing home care for such individual is medically 
necessary ; except that such referral shall not be required in an emergency situa- 
tion which makes such a requirement impractical. 

“(2) Any individual referred to in paragraph (1) and (2) of subsection (a) 
may, with respect to the surgical services for which payment is provided by this 
section, freely select the surgeon of his choice, provided that the surgeon is 
certified by the American Board of Surgery or is a member of the American 
College of Surgeons except that such certification shall not be required in cases 
of emergency where the life of the patient would be endangered by any delay, or 
in such other cases where such certification is not practicable, and except that, 
in the case of oral surgery, such individual may select a duly licensed dentist. 

“(3) Regulations under ethis section shall provide for payments (in such 
amounts and upon such conditions as may be prescribed in such regulations) to 
(A) hospitals for hospital services rendered in emergency situations to indi- 
viduals referred to in paragraphs (1) and (2) of subsection (a) by hospitals 
which have not entered into an agreement under this section, and (B) physicians 
for surgical services rendered by physicians not certified hy the American Board 
of Surgery or not members of the American College of Surgery. 


“Agreements With Hospitals, Nursing Homes and Providers of Surgical Services 


“(d) (1) Any institution (other than a tuberculosis or mental hospital) shall 
be eligible to enter into an agreement for payment from the Federal Old-Age 
and Survivors Insurance Trust Fund of the cost of hospital or nursing home 
services furnished to individuals referred to in paragraphs (1) and (2) of 
subsection (a) if it is licensed as a hospital or nursing home pursuant to the 
law of the State in which it is located. 
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“(2) Each agreement with 2 hospital under this section shall cover all hospital 
services included under subsection (b) (which services shall be listed in the 
agreement), shall provide that such services shall be furnished in semiprivate 
accommodations if available unless other accommodations are required for 
medical reasons, or are occupied at the request of the patient, shall be made 
upon such other terms and conditions as are consistent with the efficient and 
economical administration vf this section, and shall continue in force for such 
period and be terminable upon such notice as may be agreed upon. 

“(3) An agreement with a hospital or nursing home under this section shall 
provide for payment, under the conditions and to the extent provided in this 
section, of the cost of hospital and nursing home services which are furnished 
individuals referred to in paragraphs (1) and (2) of subsection (a) provided 
that no such payment shall be made for services for which the hospital or nursing 
home has already been paid (excluding payments by such individuals for which 
reimbursement to them by the hospital has been assured) ; but no such agreement 
shall provide for payment with respect to hospital or nursing home services 
furnished to an individual unless the hospital or nursing home obtains written 
certification by the physician (if any) who referred him pursuant to subsection 
(c) that his hospitalization or care in the nursing home was medically necessary 
and, with respect to any period during which such services were furnished, 
written certification by such individual’s attending physician during that period 
that such services were medically necessary. The amount of the payments under 
any such agreement shall be determined on the basis of the reasonable cost 
incurred by the hopsital or nursing home for all bed patients, or, when use of 
such a basis is impractical for the hospital or nursing home or inequitable to the 
institution or the Federal Old-Age and Survivors Insurance Trust Fund, on a 
reasonably equivalent basis which takes account of pertinent factors with respect 
to services furnished to individuals referred to in paragraphs (1) and (2) of 
subsection (a). Any such agreement shall preclude the hospital or nursing 
home with which the agreement is made from requiring payments from individ- 
uals for services, payment of the cost of which is provided by this section, after 
it has been notified that the cost of such services is payable from the Federal 
Old-Age and Survivors Insurance Trust Fund, except that it may require pay- 
ments from such individuals for the additional cost of accommodations occupied 
s them at their request which are more expensive than semiprivate accommoda- 

ons. 

“(4) Except as provided by regulation, no agreement may provide for payments 
(A) to any Federal hospital, or to any other hospital for hospital services which 
it is obligated by contract with the United States (other than an agreement under 
this section) to furnish at the expense of the United States, or (B) to any 
hospital for hospital services which it is required by law or obligated by contract 
with a State or subdivision thereof to furnish at public expense excent where the 
eligibility of the individual for such services is determined by application of a 
means test. 

“(5) No supervision or control over the details of administration or operation, 
or over the selection, tenure, or compensation of personnel, shall be exercised 
under the authority of this section over any hospital or nursing home which has 
entered into an agreement under this section. 

“(6) Agreements under this subsection shall be made with the hospital or 
nursing home providing the services, but this paragraph shall not preclude 
representation of such institution by any individual, association, or organization 
authorized by the institution to act on its behalf. 

“(7) The Secretary shall enter into agreements with qualified providers of 
surgical services as defined in paragraph (2) of subsection (c). Such agreements 
shall stipulate that the rates of payment agreed on shall constitute full pyyment 
for these services. Such agreements may be made with any qualified individual, 
or with any association or organization authorized by the surgeons, dentists, or 
physicians to act in their behalf. 

“(8) Nothing in such agreements or in this Act shall be construed to give the 
Secretary supervision or control over the practice of medicine or the manner in 
which medical services are provided. 

“(9) Except to the extent the Secretary has made provision pursuant to sub- 
section (h) for the making of payments to hospitals and nursing homes by a 
private nonprofit organization or for the making of payments to physicians, 
dentists, and surgeons by their designated representatives, he shall from time to 
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time determine the amount to be paid to such provider of service under an agree- 
ment with respect to services furnished, and shall certify such amount to the 
Managing Trustee of the Federal Old-Age and Survivors Insurance Trust Fund, 
except that such amount shall, prior to certification, be reduced or increased, 
as the case may be, by any sum by which the Secretary finds that the amount 
paid to the provider of services for any prior period was greater or less than the 
amount which should have been paid to it for such period. The Managing 
Trustee prior to audit or settlement by the General Accounting Office, shall make 
payment from the Federal Old Age and Survivors Insurance Trust Fund, at the 
time or times fixed by the Secretary, in accordance with such certification. 


“Nondisclosure of Information 


“(e) Information concerning an individual, obtained from him or from any 
physician, dentist, nurse, hospital, nursing home, or other person pursuant to or 
as a result of the administration of this section, shali be held confidential (except 
for statistical purposes) and shall not be disclosed or be open to public inspec- 
tion in any manner revealing the identity of the individual or other person from 
whom the information was obtained or to whom the information pertains, except 
as may be necessary for the proper administration of this section. Any person 
who shall violate any provision of this subsection shall be deemed guilty of a 
misdemeanor and, upon conviction thereof, shall be punished by a fine not ex- 
ceeding $1,000 or by imprisonment not exceeding one year, or both. 


“Medical and Hospital Services Under Workmen’s Compensation 


“(f) The provisions of subsection (a) shall not be applicable to any services 
which an individual required by reason of any injury, disease, or disability on 
account of which such services are being received or the cost thereof paid for, 
or upon application therefor would be received or paid for, under a workmen’s 
compensation law or plan of the United States or of any State, unless equitable 
reimbursement to the Federal Old-Age and Survivors Insurance Fund for the 
payments hereunder with respect to such services have been made or assured 
pursuant to agreements or working arrangements negotiated between the Secre- 
tary and the appropriate public agency. Notwithstanding the above sentence, if 
(1) the individual’s entitlement to receive such services (or to have the cost 
thereof paid for) under such a workmen’s compensation law or plan is in doubt 
when such services are required, (2) the cost of such services is otherwise pay- 
able from the Federal Old-Age and Survivors Insurance Trust Fund pursuant 
to this section, and (3) the individual makes an appropriate application under 
such workmen’s compensation law or plan and agrees, in the event that he is 
subsequently determined to be entitled to receive such services (or to have the 
cost thereof paid for) under such law, to reimburse the Federal Old-Age and 
Survivors Insurance Trust Fund in the amount of any loss it might suffer through 
its payment for such services, then the cost of such services may be paid from 
such Trust Fund in accordance with this section. In any case in which the cost 
of services is paid from the Federal Old-Age and Survivors Insurance Trust Fund 
pursuant to the immediately preceding sentence, or is paid from such Trust Fund 
with respect to any such injury, disease, or disability for which no reimbursement 
to such Trust Fund has been made or assured pursuant to the first sentence of 
this subsection, the United States shall, unless not permitted under the law of 
the applicable State (other than the District of Columbia) be subrogated to all 
rights of such individual, or of the provider of services to which payments under 
this section with respect to such services are made, to be paid or reimbursed 
pursuant to such workmen’s compensation law or plan for such payments. All 
amounts recovered pursuant to this subsection shall be deposited in the Treasury 
of the United States to the credit of the Federal Old-Age and Survivors Insurance 
Trust Fund. 


“Regulations and Functions of Advisory Council 


(g) All regulations specifically authorized by this section shall be prescribed 
by the Secretary. In administering this section, the Secretary shall consult with 
a National Advisory Health Council consisting of the Commissioner of Social 
Security, who shall serve as Chairman ex officio, and eight members appointed 
by the Secretary. Four of the eight appointed members shall be persons who are 
outstanding in fields pertaining to hospital and health activities, and the other 
four members shall be appointed to represent the consumers of hospital, nursing- 
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home, and surgical services, and shall be persons familiar with the need for 
such services by eligible groups. Each appointed member shall hold office for 
a term of four years, except that any member appointed to fill a vacancy occurring 
prior to the expiration of the term for which his predecessor was appointed shall 
be appointed for the remainder of such term, and the terms of office of the 
members first taking office shall expire, as described by the Secretary at the 
time of appointment, two at the end of the first year, two at the end of the second 
year, two at the end of the third year, and two at the end of the fourth year after 
the date of appointment. An appointed member shall not be eligible to serve 
continuously for more than two terms but shall be eligible for reappointment if 
he has not served immediately preceding his reappointment. The Council is 
authorized to appoint such special advisory and technical committees as may be 
useful in carrying out its functions. Appointed Council members and members 
of advisory or technical committees, while serving on business of the Council, 
shall receive compensation at rates fixed by the Secretary, but not exceeding 
$50 per day, and shall also be entitled to receive an allowance for actual and 
necessary travel, and subsistence expenses while so serving away from their 
places of residence. The Council shall meet as frequently as the Secretary deems 
necessary, but not less than once each year. Upon request by three or more 
members it shall be the duty of the Secretary to call a meeting of the Council. 


“Utilization of Private Nonprofit Organizations 


“(h) (1) The Secretary may utilize, to the extent provided herein, the services 
of private nonprofit organzations exempt from Federal income taxation under 
section 501 of the Internal Revenue Code which (A) represent qualified providers 
of hospital, nursing home, or surgical services, or (B) operate voluntary insur- 
ance plans under which agreements, similar to those provided for under sub- 
section (d), are made with hospitals, nursing homes, and physicians for defraying 
the cost of services. Such organizations shall be utilized by the Secretary to the 
extent that he can make satisfactory agreements with them and to the extent 
he determines that.such utilization will contribute to the effective and economical 
administration of this section. Such agreements shall not delegate (A) his func- 
tions relating to determinations as to whether the costs of hospital, nursing 
home, and surgical services furnished an individual may be paid for out of the 
Federal Old-Age and Survivors Insurance Trust Fund under this section and the 
amount of such payment, and (B) his functions relating to the making of 
regulations. 

“(2) An agreement under paragraph (1) shall provide for payment from the 
Federal O'd-Age and Survivors Insurance Trust Fund to the organization of the 
amounts paid out by such organization to hospitals, nursing homes, physicians, 
and dentists, under this section and of the cost of administration determined by 
the Secretary to be necessary and proper for carrying out such organization’s 
functions under its agreement pursuant to this subsection. Such payments to 
any organization shall be made either in advance on the basis of estimates by 
the Secretary or as reimbursement, as may be agreed upon by the organization 
and the Secretary, and adjustments may be made in subsequent payments on 
account of overpayments or underpayments previously made to the organization 
under this subsection. Such payments shall be made by the Managing Trustee 
of the Trust Fund on certification by the Secretary and at such time or times as 
the Secretary may specify and shall be made prior to audit or settlement by the 
General Accounting Office. 

“(3) An agreement under paragraph (1) with any organization may require 
any of its officers or employees certifying payment or disbursing funds pursuant 
to the agreement, or otherwise participating in its performance, to give surety 
bond to the United States in such amount as the Secretary may deem neces- 
sary, and may provide for the payment of the cost of such bond from the Federal 
Old-Age and Survivors Insurance Trust Fund. 


“Certifying and Disbursing Officers 


“(i) (1) No individual designated by the Secretary pursuant to an agreement 
under this section, as a certifying officer shall, in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to any payments 
certified by him under this section. 
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““(2) No disbursing officer shall, in the absence of gross negligence or intent 
to defraud the United States, be liable with respect to any payment by him under 
this section if it was based upon a voucher signed by a certifying officer desig- 
nated as provided in paragraph (1). 


“Adjustments in Cash Benefits 


“(j) For purposes of section 204, any payment under this section to any 
hospital, nursing home, physician, or dentist, with respect to hospital, nursing 
home, or surgical services furnished an individual shall be regarded as a pay- 
ment to such individual.” 

(b) The amendments made by subsection (a) shall be effective on the first 
day of the twelfth calendar month after the month in which this Act is enacted. 

(c) Notwithstanding the provisions of section 226 (a) (2) of the Social Secur- 
ity Act, as amended by this Act, and subsection (2) of this section, applications 
filed under such section 226 which would otherwise be valid shall, subject to 
regulations of the Secretary, be considered valid even though filed more than 
three months prior to the effective date of this Act, but not if filed prior to the 
first day of the fourth calendar month after the month in which this Act is 
enacted. 


TITLE II—AMENDMENTS TO THE INTERNAL REVENUE CODE OF 1954 
TAX ON SELF-EMPLOYMENT INCOME 


Sec. 201. Section 1401 of the Internal Revenue Code of 1954 is amended to 
read as follows: 

“In addition to other taxes, there shall be imposed for each taxable year, 
on the self-employment income of every individual, a tax as follows: 

(1) in the case of any taxable year beginning after December 31, 1958, 
and before January 1, 1961, the tax shall be equal to 414 percent of the 
amount of the self-employment income for such taxable year: 

“(2) in the case of any taxable year beginning after December 31, 1960. 
and before January 1, 1965, the tax shall be equal to 4% percent of the 
amount of the self-employment income for such taxable year ; 

“(3) in the case ef any taxuble year beginning after December 31, 1964, 
and before January 1, 1970, the tax shall be cqual to 55g percent of the 
amount of the self-employment income for such taxable year; 

(4) in the case of any taxable year beginning after December 31, 1969, 
and before January 1, 1975, the tax shall be equal to 6% percent of the 
amount of the self-employment income for such taxable year; 

“(5) in the case of any taxable year beginning after December 31, 1974, 
the tax shall be equal to 74% percent of the amount of the self-employment 
income for such taxable year.” 


DEFINITION OF SELF-EMPLOYMENT INCOME 


Sec. 202. (a) Subparagraph (PB) of section 1402 (b) (1) of the Interna} 
Revenue Code of 1954 is amended to read as follows: 

“(B) for any taxable year ending after 1954 and before 1959, (i) $4,200. 
minus (ii) the amount of the wages paid to such individual during the 
taxable year; and” 

(b) Paragraph 1 of section 1402 (b) of the Internal Revenue Code of 1954 
is further amended by adding at the end thereof the following new subparagraph : 

“(C) for any taxable year ending after 1958, (i) $6,000, minus (ii) the 
amount of wages paid to such individual during the taxable year; or” 


TAX ON EMPLOYEES 


Sec. 203. Section 3101 of the Internal Revenue Code of 1954 is amended to 
read as follows: 

“In addition to other taxes, there is hereby imposed on the income of every 
individual a tax equal to the following percentages of the wages (as defined in 
section 3121 (a)) received by him with respect to employment (as defined in 
section 3121 (b))— 

“(1) with respect to wages received during the calendar years 1959 and 
1960, the rate shall be 2% percent; 
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“(2) with respect to wages received during the calendar years 1961 to 
1964, both inclusive, the rate shall be 3%4 percent ; 

“(3) with respect to wages received during the calendar years 1965 to 
1969, both inclusive, the rate shall be 3% percent; 

“(4) with respect to wages received during the calendar years 1970 
to 1974, both inclusive, the rate shall be 414 percent; and 

“(5) with respect to wages received after December 31, 1974, the rate 
shall be 4% percent.” 


TAX ON EMPLOYERS 


Szo. 204. Section 3111 of the Internal Revenue Code of 1954 is amended to 
read as follows: 

“In addition to other taxes, there is hereby imposed on every employer an 
excise tax, with respect to having individuals in his employ, equal to the following 
percentages of the wages (as defined in section 3121 (a)) paid by him with 
respect to employment (as defined in section 3121 (b))— 

“(1) with respect to wages paid during the calendar years 1959 and 1960, 
the rate shall be 2% percent ; 

“(2) with respect to wages paid during the calendar years 1961 to 1964, 
both inclusive, the rate shall be 34 percent ; 

*(3) with respect to wages paid during the calendar years 1965 to 1969, 
both inclusive, the rate shall be 3% percent ; 

“(4) with respect to wages paid during the calendar years 1970 to 1974, 
both inclusive, the rate shall be 444 percent ; 

“(5) with respect to wages paid after December 31, 1974, the rate shall 
be 4% percent.” 


GENERAL PROVISIONS 


Sec. 205. (a) Section 3121 of the Internal Revenue Code of 1954 (relating to 
the definition of wages) is amended by striking out “$4,200” wherever it appears 
and inserting in lieu thereof “$6,000”. 

(b) Section 3122 of such Code (relating to Federal service) is amended by 
striking out “$4,200” wherever it occurs and inserting in lieu thereof ‘$6,000’. 

(c) The amendments made by subsections (a) and (b) shall be applicable 
only with respect to remuneration paid after 1958. 


REFUNDS 


Sec. 206. (a) Paragraph (1) of section 6413 (c) of the Internal Revenue Code 
of 1954 is amended to read as follows: 

““(1) IN GENERAL.—If by reason of an employee receiving wages from more 
than one employer during a calendar year after the calendar year 1950 and 
prior to the calendar year 1955, the wages received by him during such year 
exceed $3,600, the employee shall be entitled (subject to the provisions of 
section 31 (b)) to a credit or refund of any amount of tax, with respect to 
such wages, imposed by section 1400 of the Internal Revenue Code of 1939 
and deducted from the employee’s wages (whether or not paid to the 
Secretary or his delegate), which exceeds the tax with respect to the first 
$3,600 of such wages received ; or if by reason of an employee receiving wages 
from more than one employer (A) during any calendar year after 1954 and 
prior to the calendar year 1958, the wages received by him during such 
year exceed $4,200, or (B) the wages received by him during any calendar 
year after 1958 exceed $6,000, the employee shall be entitled (subject to the 
provisions of section 31 (b)) to a credit or refund of any amount of tax, with 
respect to such wages, imposed by section 3101 and deducted from the 
employee’s wages (whether or not paid to the Secretary or his delegate), 
which exceeds the tax with respect to the first $4,200 of such wages received 
in such calendar year after 1954 and before 1959, or which exceeds the tax 
with respect to the first $6,000 of such wages received in such calendar year 
after 1958.” 

(b) Subparagraph (A) of section 6413 (c) (2) of such Code is amended 
to read as follows: 

(A) FrpeRAL EMPLOYEES.—In the case of remuneration received from the 
United States or a wholly owned instrumentality thereof during any calendar 
year, each head of a Federal agency or instrumentality who makes a return 
pursuant to section 3122 and each agent, designated by the head of a Federal 
agency or instrumentality, who makes a return pursuant to such section shall, 
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for purposes of this subsection, be deemed a separate employer, and the term 
‘wages’ includes for purposes of this subsection the amount, not to exceed 
$3,600 for the calendar year 1951, 1952, 1953, or 1954, $4,200 for the calendar 
year 1955, 1956, 1957, or 1958, or $6,000 for any calendar year after 1958, 
determined by each such head or agent as constituting wages paid to an 
employee.” 


TITLE III 


AMENDMENT PRESERVING RELATIONSHIP BETWEEN RAILROAD RETIREMENT AND OLD-AGE, 
SURVIVORS, AND DISABILITY INSURANCE 


Sec. 301. Section (1) (q) of the Railroad Retirement Act of 1937, as amended, 
is amended by striking out *‘1956"’ and inserting in lieu thereof “1958.” 


STATEMENT OF ALBERT J. FITZGERALD, GENERAL PRESIDENT, UNITED ELECTRICAL, 
RADIO AND MACHINE WORKERS OF AMERICA (UE) 


This statement is presented on behalf of the 150,000 workers represented by 
the United Electrical, Radio and Machine Workers of America (UE). The UB 
urges the enactment of the following: 

1. The Forand bill (H. R. 9467) : Which would result in increased cash benefits 
to old-age insurance recipients of approximately 10 percent and would establish 
medical, hospital, and nursing care on an insurance basis for all persons eligible 
for social security. 

2. The King-Roosevelt bills (H. R. 5129 and H. R. 5278) : Which would improve 
aid amounts and liberalize eligibility under the public assistance programs. 

3. Bills to reduce retirement age: Eight bills pending before the House Ways 
and Means Committee would reduce the retirement age to 60 for men and to 55 
for women. There are 24 bills before the committee which would lower retire- 
ment to 60 years with full benefits. Action along these lines is long past due. 

4. McCarthy bill (H. R. 10570) : Sponsored by over 60 House members, this 
bill establishes Federal unemployment compensation standards, raising benefits 
substantially and extending coverage in every State to 39 weeks. 

The UE takes this position on the basis of democratically discussed and 
adopted resolutions of our recent annual conventions, which, in turn, are based 
on innumerable discussions and resolutions adopted by UE locals and districts 
throughout the country. 


FULL SOCIAL SECURITY AT EARLIER RETIREMENT AGE IS REQUIRED FOR A STABLE, 
FULL EMPLOYMENT ECONOMY 


The third post-World War II economic decline is now ending its first year. 
The staff of the Joint Economic Committee has just reported (June 4, 1958) that 
“there are as yet few signs of an early upturn.” The Committee experts con- 
clude that “recovery to the long-run potential is unlikely to be completed before 
mid-1959 at the earliest and might not be achieved until late in 1960.” Already 
this depression is costing the American people $50 billion a year in unrealized 
national production. 

What is the relation of our social security system and proposed changes in 
it to this grave economic situation? The UE is convinced that one of the causes 
of today’s depression is the faliure to make adequate improvements in social 
security in the past. The immediate establishment of full social security against 
the unavoidable hazards of old age, disability, and unemployment is an essential 
part of any full-employment program. 

It is commonly observed that present economic difficulties flow from the 
existence of productive resources that are excess when contrasted to the purchas- 
ing power of the people. One of the major areas of purchasing power deficiency 
is our older, retired population. It is a shocking fact that, in spite of the life- 
time contributions to our society by our older citizens, the vast majority of 
these Americans, when they reach the age of 65, are forced to live in poverty. 
Official Government data indicates that about 75 percent of all single persons 
over 65 who live alone, and of those families whose head is 65 years or older, 
are forced to exist on a substandard poverty level. 

Moreover, it is not only true that the older age groups suffer from inadequate 
income, but the fact is that their relative income position in our economy is 
deteriorating. The various improvements in social security benefits since 
original enactment 23 years ago have barely kept up with the rising cost of 
living in that period. Social security benefits in 1958 really reflect none of the 
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advances in productivity and general economic capacity achieved in the past 
23 years. 

In 1956, total benefits paid under old-age and survivors insurance amounted 
to only 1.4 percent of our gross national product. This is obviously a small 
portion—we could double our social security OASI payments and still be assign- 
ing less than 3 percent of our national production. 

With the serious and deep-rooted problem of maintaining full employment 
before us, it seems obvious that the social security retirement age should be 
reduced so that older workers can make way for younger workers. As it is now, 
the younger vigorous workers with maximum family income needs are feeling 
the brunt of unemployment while older workers with 40 years or so of labor 
behind them, and reduced family needs, have to claim their seniority right to 
keep working because social security retirement is still 4 or 5 years away. 
It is ridiculous that after 23 years of retirement age at full benefits remains age 
65 for both men and women—no progress having been made in all these years 
of such significant economic advance to reduce the age of social security 
retirement. 

The economic security of the 15 million Americans must be made absolutely 
certain. Failure to do so not only means human hardship for America’s elder 
citizens, but jeopardizes the prosperity of the entire economy. Drastic social 
security and public assistance improvements far beyond cost of living adjust- 
ments are urgently required. 


FULL SOCIAL SECURITY ESSENTIAL IN A “GOOD SOCIETY” 


Besides the need for stable prosperity, if we in the United States are to have 
a “good” society—what many like to call an American standard of living—full 
and adequate social security must be guaranteed for all the people against the 
unavoidable hazards of disability, old age, unemployment, blindness, etc. In 
simple humanity, if we are to be able to boast of our national achievements, 
both economically and socially, we must make sure that our American people do 
not suffer the incalculable pains of economic insecurity and poverty for reasons 
beyond their control. As a Nation, we must constantly be pressing the outer 
boundaries of our economic capacity to provide this security for all. 

If, as is the case, we have the resources to spend over $40 billion a year for 
military items, and to assign many billions of dollars for aid to foreign countries, 
then as a Nation we surely must have the resources to avoid suffering and hard- 
ship for millions of good Americans who have worked out their lives in our 
country. 

These humane considerations which should be the hallmark of our society 
especially require suitable care for the elderly ill, the disabled, and all those 
in difficulties beyond personal control which are not covered by insurance 
protection. 

Both economic and human considerations command the establishment of an 
adequate Federal unemployment compensation program. The Federal character 
is required to avoid the cutthroat competition between States for lower protection 
standards. These main arguments on unemployment compensation will be de- 
veloped in a later hearing when this issue is being given direct consideration 
again by this committee. 





CONCLUSION 


This statement makes no pretense to discuss the details and technical aspects 
of the legislation being considered. It is the view of the UE that the essential 
problem in considering these bills is one of basic emphasis. In the UE opinion, 
the overriding consideration should be action on social security to aid our 
economy and to meet the great human problems involved. These should be the 
dominant considerations of every Congressman and Senator as he approaches 
the complications and technicalities of social security legislation. Whatever 
the difficulties of detail, and whatever decisions may be made with regard to 
alternative technical arrangements, the Congress must make sure that the end 
result is full social security for all the American people. 

On this basis, the UE urges Congress to pass the Forand bill, the King-Roosevelt 
bill, the McCarthy bill, and legislation reducing the retirement age under our 
social security system. 


(Whereupon, at 12:20 p. m., the committee adjourned, to reconvene 
at 10a.m. Friday, June 27, 1958.) 
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FRIDAY, JUNE 27, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman 
of the committee) presiding. 

The Cuamman. The committee will please come to order. 

Our first witness this morning represents the American Hospital 
Association. 

Mr. Ray Amberg, Dr. James P. Dixon, and Mr. Kenneth William- 
son, do you desire to open the presentation ? 

If you will identify yourselves by giving us your name, address, 
and the capacity in which you appear, we will appreciate it. 


STATEMENTS OF RAY AMBERG, DIRECTOR, UNIVERSITY OF MIN- 
NESOTA HOSPITALS, MINNEAPOLIS, MINN., PRESIDENT-ELECT 
OF THE AMERICAN HOSPITAL ASSOCIATION; AND DR. JAMES P. 
DIXON, COMMISSIONER, DEPARTMENT OF PUBLIC HEALTH, CITY 
OF PHILADELPHIA, AND CHAIRMAN OF THE AMERICAN HOS- 
PITAL ASSOCIATION COMMITTEE TO STUDY HEALTH NEEDS OF 
THE AGED; ACCOMPANIED BY KENNETH WILLIAMSON, ASSO- 
CIATE DIRECTOR OF THE AMERICAN HOSPITAL ASSOCIATION 


Mr. Amperc. Honorable Chairman, I am Ray Amberg, University 
of Minnesota Hospitals, Minneapolis, Minn. 

I appear here as president-elect of the American Hospital Asso- 
ciation, together with Dr. James P. Dixon, commissioner, department 
of public health, city of Philadelphia. 

r. Dixon is chairman of the association’s committee to study 
health needs of the aged. 

We appear before you to present the views of the American Hos- 
pital Association. 

We are accompanied by Kenneth Williamson, associate director of 
the American Hospital Association. 

With your permission, I shall review briefly the efforts which the 
American Hospital Association has made through the years with 
respect to health care of the aged. I will not read the full state- 
ment, but request that it appear in the record in full. 

Dr. Dixon will then discuss various aspects of the health needs of 
the aged and the position of the American Hospital Association. 
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We shall both be glad to answer any questions the committee may 
have. 

The American Hospital Association is an Illinois nonprofit corpora- 
tion, the purpose of which, as declared in its bylaws: 

To promote the public welfare through the development of better hospital care 
for all the people. 

The membership of the association includes 5,324, or 76.65 percent, 
of the 6,946 listed hospitals in the United States and its Territories. 

If we exclude long-term care facilities, 90.52 percent of the general 
hospital beds in the United States and its Territories are in member 
hospitals. The membership includes 324 hospitals of the Federal 
Government; 1,234 State and local public hospitals; 3,107 private 
nonprofit hospitals, and 659 proprietary hospitals. 

There are also 1,779 other institutional members of the association, 
including Canadian and foreign hospita als, Blue Cross plans, dispen- 
saries, clinics, hospital auxiliaries, and certain other organizations 
with related interests. There are 4,859 personal members of the 
association. 

Authority to make association policy decisions is vested in a house 
of delegates, the functions of which in this regard is to approve or 
disapprove recommendations placed before it by the association’s 
officers and trustees. 

The house of delegates consists of 100 members, 72 of whom are 
chosen by and represent the institutional members in the respective 
States and Territories of the United States and Provinces of Canada. 

The remaining delegates are the 13 members of the board of trustees, 
and 12 delegates at large chosen by the house, and 3 delegates chosen 
by Blue Cross plans. 

The board of trustees is elected by the house and constitutes the pol- 
icy developing body of the association, subject to the approval or 
disapproval of its recommendations by the house of delegates itself. 

Subordinate to the board, and charged with making rec commenda- 
tions to it, are seven councils and the Blue Cross Commission, each 
consisting of representatives of institutional members from various 
sections of the country. 

Policy with respect to legislative matters is considered by the council 
on government rel: 1tions, and recommendations made by it flow 
through a coordinating council, representing all of the association 
councils, to the board of trustees. 

Various standing or ad hoc committees advise the councils on areas 
of special interest and concern, such as the committee to study health 
needs of the aged, of which Dr. Dixon is chairman. 

There are, in all, nearly 500 representatives of hospitals and Blue 
Cross plans serving on the various councils and committees of the 
association. 


DEVELOPMENT OF BLUE CROSS PREPAYMENT HOSPITALIZATION 


The earliest organized approach by the American Hospital Asso- 
ciation to provide for the health needs of aged persons perhaps was 
its sponsorship 25 years ago of voluntary health insurance to provide 
prepaid hospital care through Blue Cross plans. 
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One of the basic principles on which this movement was established 
was community underwriting. The basis of such underwriting is to 
accept all members of the community, not only those that are good 
risks, but those that are poor risks, those that are old as well as those 
that are young, those of low income as well as those of high income. 

Though, as we all recognize, this principle has not approached com- 
plete fulfillment, it has, nonetheless, been a working objective toward 
which a good deal of progress has been made. 

Embodied in this effort has been the continuance after retirement 
of membershsip of individuals enrolled during their working years. 


COMMISSION ON HOSPITAL CARE 


The commission, sponsored by the American Hospital Association 
in the early 1940’s, and financed by various foundations as an in- 
dependent public commission, documented the need for facilities to 
provide for the health needs of the whole population. The recom- 
mendations of this commission served to establish the framework 
upon which the Hill-Burton Federal grant-in-aid program was 
established. 

Study and analysis of facility needs were made within every State 
preceding the construction of facilities. 

The association played a large part in the development of the Hill- 
Burton legislation and we have studied and supported this program 
continuously. 

Though much progress has been made in meeting facility needs, 
we still have a long way to go. In addition to the continuing need for 
general hospital beds, there are large unmet needs for facilities for 
long-term care, including medically oriented nursing homes and facili- 
ties for the mentally ill. 


COMMISSION ON FINANCING OF HOSPITAL CARE 


In 1951, the association sponsored the initiation of a second broad 
public commission devoted to the study of financing of hospital care, 
the situation as it existed, and the problems for the future. 

This commission gave particular attention to the needs of aged per- 
sons and determined that some satisfactory means of assuring financ- 
ing for hospital care of the aged, the unemployed and the indigent 
was important, not only to the people concerned, but also to the 
financial soundness of the whole voluntary hospital system. 


COMMITTEE ON LEGISLATION 


Following careful study of the recommendations of the commission 
on financing of hospital care, the association appointed a committee 
to determine methods and to develop recommendations with respect 
to financing health care for aged persons, and the other groups men- 
tioned above. This committee, composed of widely experienced and 
thoughtful individuals within the hospital field and the Blue Cross 
movement, continued its efforts over a 2-year period. They had the 
benefit of the expert knowledge of nationally known actuaries. 
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This group broke the problem of the aged down into two parts: the 
indigent aged and the nonindigent aged, and recommended different. 
solutions for them. 

The committee developed specific recommendations in accord with 
longstanding association policy with respect to care of the indigent, 
The association has recognized all along that there was and would 
continue to be a large group of aged persons who would have to look 
to public assistance programs to meet not only their health needs, but 
their other needs of life. 

On the basis of long experience, we are convinced that adequate care 
of these persons will not be financed by State and local governments 
alone, even though we recognize that it is their primary responsibility 
to do so. 

We believe it is necessary for the Federal Government to participate 
in such financing along with States and local communities. 

When the 1956 amendments to the public assistance titles of the 
Social Security Act were under consideration, we undertook strong 
support of them and worked in their behalf even though they differed 
in several import: int respects from our own recomme ‘ndations. 

As a witness for the association has already testified before this 
committee, we are strongly supporting H. R. 11832, introduced by 
Congressman Eugene Met ‘arthy, to further extend the Federal Gov- 
ernment’s participation in the financing of the health care of the needy 
aged and other indigent persons. 

For the nonindigent aged the committee on legislation explored 
thoroughly all the possibilities it could envisage for dealing with the 
problem without any continued Government financing, but was forced 
to the conclusion that no adequate solution was available on those 
terms. 

This committee’s recommendations resulted in the association adopt- 
ing a policy in 1955 in support of a Federal-State matching subsidy to 
underwrite a portion of the premium of aged persons in voluntary 
health insurance. 

It was proposed that the nonindigent aged should pay a normal 
premium—a premium no greater than that paid by younger employed 
persons—with the Government underwriting that portion of the 
premium resulting from the greater utilization of services and facili- 
ties by the aged. 

As a result of further study and consideration, as Dr. Dixon will 
explain, we are now recommending to the house of delegates, meeting 
in August, that this Federal-State subsidy approach be abandoned, 
but that the need for the Federal Government’s participation in 
financing the hospital care of the retired aged be reaffirmed. 


COMMITTEE TO STUDY HEALTH NEEDS OF THE AGED 


Because of serious doubts about the subsidy approach, the associa- 
tion, in 1957, appointed another committee to study the whole problem 
and to make such recommendations as were believed advisable in light 
of its findings. This is the committee of which Dr. Dixon is the 
chairman. 

This committee analyzed and reviewed a vast amount of material, 
including all available studies which had been made both by govern- 
ment and nongovernmental agencies. It held a series of conferences 
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with representatives of many organizations interested and concerned 
with the problem such as the American Medical Association, the 
National Association of Manufacturers, the chamber of commerce, 
the insurance industry, the AFL-CIO, the Council of State Govern- 
ments, and the Department of Health, Education, and Welfare, as 
well as with a number of individual students of the problem. 

We believe this committee did a most thorough and painstaking job 
in analyzing and documenting the problems. 

As a result of the work of this committee, the board of trustees 
adopted a statement on the subject in November of 1957. This is the 
association’s current position, which will be developed by Dr. Dixon. 


COMMISSION ON CHRONIC ILLNESS 


In 1949 the association joined with the American Medical Associa- 
tion, the American Public Health Association, and the American 
Public Welfare Association in the work of this commission. 

The detailed studies of chronic illness, which is particularly com- 
mon among our aged population, have been published in a series of 
reports. These documents contain a great deal of information im- 
portant to considerations related to the dev elopment of facilities and 
patterns of care for the c hronically ill. 


JOINT COMMISSION ON MENTAL ILLNESS AND HEALTH 


In April of 1955, the joint commission was established and financed 
by funds made available by the Congress. The commission is a non- 
governmental, multidisciplinary group with a large list of partici- 
pating organizations. The American Hospital Association has been 
active in the joint commission since its ine eption. 

We believe the work of this joint commission will bring new light 
and direction with respect to mental health needs and resources of the 
Nation. 


OTHER ACTIVITIES OF THE ASSOCIATION IN THE FIELD 


In the belief that the association should continue to urge all possible 
development of voluntary health insurance, our board of trustees has 
recently initiated a series of meetings bringing together top leader- 
ship of Blue Cross plans and the insurance industry. These diseus- 
sions are pointed particularly at ways and means of moving further 
in providing protection to aged persons through voluntary pre- 
payment. 

The association has joined with the American Medical Association, 
the American Dental Association, and the American Nursing Home 
Association in a joint council to improve the health care of the aged 
for purposes of study and exchange of information. The joint council 
is not to supersede the work of its member organizations. It is not 
charged with the initiation or development of § any legislative policy. 

We believe that it will be beneficial in stimulating new areas of 
study and research, in minimizing any wasteful duplication of effort, 
and in furthering the work of these voluntary organizations in meet- 
ing the health needs of the aged, 

In the early part of May, the association jointly sponsored with 
the Public Health Service a conference on the care of patients with 
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long term illness. At this conference the various aspects of providing 
adquate health services for patients with long-term illnesses were 
discussed— 

with a view to delineating the overall program that might be undertaken by 
the American Hospital Association in order to fulfill its responsibilities in the 
total range of needed services. 

The research and educational trust sponsored by the association has 
completed a project with respect to the definitions of all types of fa- 
cilities, which will be important in creating common terminology 
and acceptance of such terminology. The trust is also engaged in 
other lines of research related to the organization and planning of 
facilities needed for the health care of the ‘aged. 

In summary, the American Hospital Association is working on 
many fronts to tackle the problem of providing for the health needs of 
the retired aged, the nonindigent as well as the indigent. 

It is supporting efforts to meet the need for additional facilities, 
both general hospitals for acute illness and rehabilitation and the 
specialized facilities needed for long term care. 

It is supporting legislation to increase the Federal Government's 
participation in financing health care for the indigent. 

It is lending its best efforts to extend the programs of voluntary 
health insurance organizations. It is cooperating with other major 
health organizations in seeking solutions to various aspects of the 
problem. 

It is continuing study and research of its own, as is also the trust 
which it sponsors. 

Many of these activities are not of recent origin. We have, I be- 
lieve, been forward looking and have spared neither our energies nor 
our limited means in seeking to move ahead on many fronts, and to 
develop measures which together look forward to a desirable and equi- 
table solution to the problem. 

At this point, Mr. Chairman, Dr. Dixon will outline for you the 
position of the American Hospital Association on the problem of 
financing the hospital care of the retired aged. 

The Cuatrman. Dr. Dixon, will you identify yourself for the record 
by giving us your name, address, and capac ity in which you appear? 

Dr. Drxon. Mr. Chairman, members of the committee, I am Dr. 
James P. Dixon. 

Mr Amberg has already introduced me. 

As commissioner of health of the city of Philadelphia, I am re- 
sponsible for the operation of a 2,000-bed public hospital. 

Like all public hospitals, we are acutely aware of the health needs 
of aged persons, and impressed with the difficulties these people face 
in getting adequate care. 

In my capacity as chairman of the American Hospital Association 
committee to study the health needs of the aged, I have devoted a 
good deal of time to becoming informed on this subject. In the 
course of the committee’s work I have exchanged thinking with a 
great many persons who have a concern for the health needs of our 
aged citizens. Among these were persons holding widely differing 
views regarding ways of meeting those needs. 

I will first summarize for you certain conclusions which we have 
reached about the nature of the problem and the need for action. 
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THE PROBLEM OF THE RETIRED AGED IN PAYING FOR HOSPITAL CARE 


On the basis of our studies of the available statistical and other 
material, we reached these conclusions : 

By and large the aged are an economically disadvantaged group, 
and this is all the more true of the retired aged. 

A large part of them are living on bare subsistence basis. The 
retired aged are a group which is particularly hard hit by inflation, 
and, in the main, they do not have an opportunity to augment the 
purchasing power of deflated dollars. 

They are a direct economic concern of all families that share in 
financial responsibility for their maintenance. 

Many of the retired aged are able to provide for the normal costs 
of living, but unable to bear the additional and unpredictable ex- 
penses of illness. The need of supplemental income, now provided 
to more than half a million OASI beneficiaries through public as- 
sistance, has shown that for a substantial segment the OASI pay- 
ments are not sufficient to cover illness costs. 

The availability of adequate financing is likely to determine the 
kind and amount of health care and the aged receive. There is evi- 
dence that a significant number of aged persons is not receiving at 
present adequate health services. The health care of the aged is 
substantially more costly per capita than care for younger persons. 
The aged need more care than other groups in the population and are 
largly less able to finance it. 

By and large, the retired aged tend to be medically indigent. This 
means that for the typical aged retiree who lacks adequate health in- 
surance protection, any major illness spells exhaustion of savings, 
perhaps a call for help upon relatives, and then a resort to public 
assistance, a sequence that is broken or delayed only as hospitals, 
physicians and others may provide uncompensated service. Il] health 
is now a major cause of destitution among the aged. 

With the growth forecast for social insurance, even under present 
law, other causes of impoverishment will! decline in importance, leav- 
ing ill health as the increasingly predominant cause of indigency 
among the aged. 

Improvement of the public-assistance health care programs, urgently 
necessary though it is, will, of course, do little to alleviate the effects 
of ill health as a cause of destitution. 

This, in brief, is the present situation as we see it. 

The current study of OAST beneficiaries will furnish more up-to- 
date information about the economic condition of the retired aged, 
but I cannot believe it will alter materially any of the conclusions 
I have sketched. 


THE NEED FOR PARTICIPATION BY THE FEDERAL GOVERNMENT 


All the facts indicate to us that large sums of new money must be 
made available from some source if the needed hospital care of the 
retired aged is to be adequately financed. The magnitude of the 
needed sums will increase as the costs of care continue to rise, the 
number of aged continues to grow, and their utilization of services con- 
tinues to increase. 
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We see no prospect that the economic condition of the retired aged 
will improve so greatly as to enable them to meet the cost of their own 
hospital care out of their current incomes. 

Even if adequate voluntary hospital insurance were generally avail- 
able to them, the premiums required to meet on a current basis the 
cost of their high hospital utilization would for most of them be 
prohibitive. 

We have explored at length the possibility that by increasing 
premiums for voluntary insurance throughout people’s working years, 
they might be enabled to prepay the'excess cost of coverage in their 
years of retirement; we concluded that this could not be done if the 
promised benefits consisted of hospital services, or of equivalent 
amounts of cash, because of the uncertain future cost of such benefits, 
and that the promise would not be meaningful if it were a promise 
merely of dollars based on present hospital costs. 

We thus came to the view that if hospital costs of the retired aged 
are to be met they must be spread to other segments of the population, 
and that the first question to be faced was whether this can be achieved 
through the mechanism of voluntary health insurance. 

As Mr. Amberg has reminded you, the American Hospital Associa- 
tion was largely instrumental in the initiation of Blue Cross prepay- 
ment plans as a means of meeting health care costs through service 
benefits. 

We have long believed that the provision of services rather than of 
cash indemnities is the best means of applying the prepayment prin- 
ciple to hospital care, and this is particularly true with respect to the 
retired aged. 

In the relatively short time since this movement was started, Blue 
Cross and the companion Blue Shield organizations have done a truly 
remarkable job in enabling millions of persons to budget the cost of 
serious illness, and thus to reduce the impact of unpredictable ex- 
penses which are beyond their ability to bear at the time they occur. 

The insurance industry, entering the field still more recently, now 
covers additional millions of people under health-insurance policies. 
Greater progress has been made, indeed, and it has been made more 
rapidly than most persons thought would be possible. It is against 
this record of achievement that we must view the problem of voluntary 
health insurance of the retired aged. 

Despite the great progress that has been made for the population as 
a whole, studies indicate that voluntary hospital insurance coverage 
is at the present time much less general among the aged than it is 
among younger people and that much of the coverage that the aged 
do have falls very far short of meeting their needs. 

We await with interest the results of the recent OASI survey of 
beneficiaries, especially since, unlike most such studies, it will test the 
number of people covered, not among all the aged, but among those 
who are substantially retired. 

Available studies have indicated that probably less than 40 percent 
of the aged have health insurance of any kind. They throw little light 
on the extent to which this coverage may be concentrated in the group 


who are still at work or in that minority of the aged who enjoy sub- 
stantial incomes. 
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The obstacles to wide extension of voluntary coverage among the 
retired are great, basically because of the cost of adequate protection 
in relation to the limited income of these people. 

The Blue Cross plans, in accord with their philosophy of com- 
munity service, have permitted their members to continue coverage 
into retirement without increase in rates commensurate with their 
increased use of services. 

By a projection of figures obtained from certain plans, the Blue 
Cross commission has recently estimated that Blue Cross plans now 
have more than 3 million members, 65 or older. 

The excess cost of covering the aged, over and above the premiums 
charged them, has had to be distributed over the membership at large. 

The insurance industry has generally not followed this practice of 
unlimited duration of coverage, and the resulting competitive pres- 
sures make it more difficult for Blue Cross to adhere to its concept 
of lifelong protection. 

Neither kind of carrier, of course, can blanket in any large numbers 
of the present retired aged who have not been covered up to this time. 

The difficulties of covering retired aged under voluntary insurance 
undoubtedly account for the small proportion of the present aged, 
as compared with the population as a whole, who now have coverage. 
We believe it will require much effort, and probably the devising of 
new techniques, if future retirees are to be covered in substantial part. 

One seeming prerequisite to such expanded coverage is reduction 
of the competitive forces which make so difficult the absorption of the 
excess cost of the aged in the premium structure of the whole 
population. 


Sven if a solution to this competitive problem can be found, there 
will remain three basic questions : 


What is to be done for the quarter to a third of the people who 
have no hospital insurance even in their working years; 

Whether the working population of the future will be willing 
to bear the increased premiums; and 

Whether the retired aged will be willing and able to pay 
premiums at even the community rate. 


The remarkable growth of voluntary health insurance has been due 
in no small part to the development of health programs as fringe 
benefits of employment, and we believe that the best hope of making 
any significant inroad through voluntary insurance on the hospital 
problem of the retired aged lies in the extension of management-labor 
plans to include protection of retirees on a group basis. 

There are notable and encouraging examples of protection afforded 
in this manner and much effort is being devoted to its further develop- 
ment both by Blue Cross plans and by the insurance industry. 

Unfortunately, no quantitative data are available to indicate how 
many present employees are covered by insurance company plans pro- 
viding such protection after their retirement. 

In appraising the potentialities of this development as a means 
of financing hospital care of the retired aged, we recognize that it faces 
a number of obstacles. 

For one thing, a large segment of the labor force does not enjoy the 
protection of fringe benefits, and for that segment some substitute 
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mechanism would have to be found. Where fringe benefits are pro- 
vided, a new benefit of this kind will not help those already retired 
unless—as will not always be possible—existing retirees are blanketed 
in. 

Measures would have to be worked out to protect those who lose 
their jobs, or who transfer from one employment to another with a 
different form of retirement protection against hospital costs. The 
difficulties are not unlike those that would exist in the pension field if 
we relied entirely on private plans. 

And finally, at the root of this proposal lies the questionable assump- 
tion that management and labor will continue to be willing, over the 
indefinite future, to assume voluntarily the consider able cost of hos- 
pital protection of retirees, in preference to devoting available funds 
to objects that may seem of more immediate concern to the active labor 
force. 

One other consideration should be mentioned among our reasons for 
believing that the Federal Government will have to participate in 
some fashion in meeting the hospital costs of the retired aged: The 
voluntary insurance system has become the backbone of hospital 
financing. Even with its help, and even in times of high prosperity, 
hospitals experience financial difficulty. 

Hospital costs cannot be met even by most of the working population 
except through prepayment, and this is even more true Of the aged. 
But problems of hospital care of the aged will not be solved merely by 
providing them with the mechanism of prepayment—by making more 
and better insurance available. 

This insurance will require substantial additional financing, and 
the questions are the source of such funds and the willingness of 
younger groups to bear the burden through voluntary insurance. 

The answers to these questions are of deepest significance to the 
future both of voluntary hospital insurance and of the voluntary hos- 
pital system itself. The continued financial soundness of our com- 
munity hospitals is a matter of great public concern because of the 
part they play in the health care of the American people. 

Let me turn now to the more difficult questions of what should be 
done about the situation. 


THE GRANT-IN-AID SUBSIDY APPROACH 


In 1955 the American Hospital Association developed a program 
providing for the use of Federal-State matching grants out of gen- 
eral tax funds to subsidize a portion of the premium of retired aged 
persons for health insurance, on condition that the plans open their 
membership widely to persons in this age group. 

At the time we believed this approach would minimize the number 
of aged persons who would have to look to public assistance for their 
health needs. It would strengthen voluntary health insurance. It 
would provide the additional source of funds required to pay for 
services for the aged without unduly burdening the premium of the 
employed population. 

It would require the States to assume a part of the obligation, and 
it would provide a minimum of Government control. 
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The individual aged person would continue to pay a premium no 
higher than that paid by the younger population, and noncancella- 
bility of the insurance would be assured. 

After considerable exploration, and the preparation of a draft bill 
to carry out this proposal, we found it inadvisable to pursue this 
approach further because no significant support for it had developed, 
and because of the improbability of obtaming enough Federal and 
State funds to meet the problem in any significant degree due to 
present budgetary restrictions of the Federal Government and oppo- 
sition to the establishment of any new Federal grant program; the 
probability that this approach would necessitate the imposition of 
a means test, unacceptable to many; and the real possibility that the 
program would lead to interference with hospital operations. 


THE OASI APPROACH 


The possible ways in which OASI could be used to finance hospi- 
talization of the retired aged are not limited to any one approach. 
There is, in fact, a wide variety of ways in which it might be used; 
for example, the use of OASI as a simple checkoff as a means of 
paying, out of the cash benefits, the premiums for voluntary health 
insurance. 

However, here I am addressing myself to the proposals under 
which hospitalization benefits would be given as a matter of right 
to OASI beneficiaries at the expense of the trust fund. 

Regardless of these variables, hospitalization benefits provided 
through OASI would have many of the advantages generally attrib- 
uted to a system financed by the contributions of employers and of 
the individuals to be benefited. 

A number of points can be made in favor of an OASI approach of 
the kind your committee is considering, such as these : 

1. It would minimize pauperism by making a means test un- 
necessary for obtaining benefits. 

2. It would eliminate the need for any contribution after re- 
tirement. 

3. It would go a long way toward universal coverage through- 
out the Nation. 

4. It would spread contributions over the individual’s whole 
working lifetime. 

5. It would avoid discouraging the employment of older work- 
ers, as some other proposals might do. 

6. It would eliminate the problem of adverse selection. 

7. It would avoid increasing the costs of voluntary health in- 
surance for the younger population because of the inclusion of 
aged persons. 

8. It would appeal to State and local governments and their 
taxpayers, as it would tend to keep down the ever-increasing cost 
of health care under old-age assistance. 

We believe, however, that there are real and serious dangers asso- 
ciated with OASI proposals of the sort that are under consideration 
by your committee. 

i some measure these dangers are inherent in Government partici- 
pation of any kind in meeting hospital costs of the retired aged, but 
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I shall confine myself to discussing the matters that most trouble us 
in an OASI approach. 

1. I would mention first the risk of Government interference with 
the operation of hospitals. 

Though we recognize that bills before this committee include a state- 
ment prohibiting Government interference, we fail to see how this 
can be carried out in full. 

For example, we do not see how it is possible for the Federal Gov- 
ernment to pay hospital charges without being concerned with hospital 
costs. The danger for the public is that Government could all too 
easily carry this concern to the point where it would inhibit advances 
in patient care. In contrast to any existing program of Government 
participation in hospital care, the sheer volume of Government-fi- 
nanced care in the program under consideration here means that a 
single Government agency would become a dominant factor in hospital 
finances throughout the Nation. 

2. Hospital costs have risen in recent years more rapidly than price 
levels in general, and we have no reason to believe that they will not 
continue to do so. 

We know that under voluntary insurance the utilization of hospital 
benefits by persons over 65 years, and especially by those over 70, is 
very much greater than it is for the younger population. We believe 
that under a system of public financing, utilization will inevitably be 


high. 

The cost of hospital benefits is difficult to predict, even from year 
to year, in any publicly financed system, or indeed in any system of 
prepayment. OASI, to a greater extent than other public or private 
systems, involves a commitment for the indefinite future, and I am sure 
that the difficulty of making reliable long-range estimates of cost 
will be a matter of concern to your committee, with the responsibility 
you bear for the financial integrity of the OASI system and for future 
payroll tax rates. 

It is also, though for different reasons, a matter of particular con- 
cern to hospitals. Benefits once promised by OASI are difficult to 
curtail, and if their cost should mount inordinately there could develop 
very heavy pressures upon hospitals to sacrifice quality of service 
in order to preserve the quantity specified by statute. 

8. Another major danger in any use of OAST is the possible progres- 
sive expansion of the eligible group leading ultimately to compulsory 
health insurance for the whole population. 

This danger, in our judgment, is aggravated by the inclusion in 
bills now before Congress of all men 65 years and over and women 62 
years and over who have “insured status,” whether they are retired or 
still at work, as well as by the inclusion of young widows and children 
eligible for OASI cash benefits. 

Even if it were possible to limit a program at the outset to retirees, 
however, it would not eliminate the ever-present danger of later ex- 
tension. . 

4. Finally, a decision to adopt an OASI approach, as proposed in 
bills before the committee, would presumably be irrevocable, and there 
is at least a danger that it might freeze existing levels of financing and 
existing patterns of care, and thus inhibit changes and improvements 
which might well be in the best interests of the aged themselves. 
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ESTABLISHMENT OF THE ADVISORY COUNCIL 


The most constructive action which this committee could take at the 
present stage, we believe, would be the establishment of an advisory 
council on the financing of health care for the aged, to pull together 
the results of work already done in this area, to add any new lines of in- 
quiry it might deem appropriate, and to report back to your commit- 
tee not later than the end of next year. 

We suggest that such a council be made up of leaders from business, 
labor, oe the academic world, but also including persons active in 
hospital affairs and in health matters generally. 

I should hope that among the assignments of such a group would be 
a careful appraisal of the ways in which Government might participate 
and of the dangers which we think are inherent in governmental 
financing of hospital care of the aged, and an examination of ways 
in which, under an OASI or any other approach, those dangers might 
be avoided or minimized. 

This proposal could, of course, be varied in many ways, but we be- 
lieve that some such plan holds the best hope of moving fairly quick- 
ly toward a consensus on the difficult and complex issues involved, 
and thus toward action to meet the pressing problem that we know 
exists. 

In conclusion, Mr. Chairman, the American Hospital Association 
recommends against the passage of legislation at this time providing 
for the use of the OAST system to finance the hospital care of its 
beneficiaries. This recommendation is made with full knowledge of 
the extent and seriousness of the problem of financing hospital care 
for the aged. 

We believe that voluntary health insurance should be given further 
opportunity to indicate whether, or to what extent, it can overcome 
the serious problems which confront it in this matter; and, as stated, 
we are engaged in a number of activities in this direction. 

It is possible, that with such an opportunity, voluntary health in- 
surance organizations can progress farther than they have to date in 
providing for the hospital needs of the retired aged. This in itself 
will give us a clearer idea of the size of the remaining problem and thus 
the extent of needed Government participation. 

We believe no solution is acceptable which does not minimize as far 
as possible any reliance upon a means test. We have advocated a 
program to subsidize voluntary health insurance for the aged through 
grants-in-aid financed from general tax funds, but have concluded that 
this approach is unsatisfactory ; yet we have not seen the likelihood of a 
sufficient solution without the financial participation of the Federal 
Government, and [ have outlined the thinking which has brought us 
to this conclusion. 

We believe that a great deal more thought and careful study must 
be given to the form and extent of the Federal Government’s partici- 
pation and a clear definition of the Federal Government’s role in 
this matter. 

We believe your committee has rendered a public service in holding 
hearings on this important issue, and we appreciate the opportunity 
you have given our association to present its views. 
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The Cuarrman. Mr. Amberg, and Dr. Dixon, we appreciate your 
bringing to us the views of the American Hospital Association on these 
important matters before the committee. 

Are there any questions ? 

Mr. Forand will inquire. 

Mr. Foranp. I want to joint the chairman in saying that I appre- 
ciate your coming before the committee and I want to ‘commend your 
association, speaking through Dr. Dixon, for the fine explanation you 
have given of the process and consequence of this question. 

I realize that all of us are seeking the same goal—that is the care of 
the aged. 

If I interpret your paper correctly, Dr. Dixon, you stated in effect 
that Federal participation is absolutely necessary if we are to attain 
that goal, but apparently your association feels that an outright grant 
rather than a participation system such as the OAST system, is pre- 
ferable? Am I correct in that interpretation ? 

Dr. Drxon. The American Hospital Association is of a firm con- 
viction that Federal participation, financial or other legislation par- 
ticipation, is necessary for the solution of this problem. 

Since 1955 the association has been considering whether a device of 
State-Federal participation would work and I think my remarks ex- 
plained our reasons why we had rejected this method. 

We do not have before us the answers to the questions which we 
have asked in a sense in this testimony. 

I do not believe that it is the position of the American Hospital 
Association that one form, let us say an outright grant, as opposed 
to another form of participation, let us say, through O: ASI, necessarily 
at this time provides the answer. 

It is our position that these alternatives must be studied and from 
amongst them should be selected what appears to be the most desirable 
form of Federal participation. 

Mr. Foranp. But you did for the last 2 years or so seek Federal 
grants through a bill that was introduced in the Senate, did you not? 

Dr. Drxon. That is quite correct. 

Mr. Foranp. Then you agree that voluntary insurance cannot. be 
had or cannot be held by many of the people once they reach age 65? 

Dr. Drxon. We can find no evidence that voluntary insurance is 
likely to extend itself quantitatively to the group over 65 to the same 
extent that it has become useful to the younger gr oup. 

Mr. Foranp. I presume that you have h: ‘ad occasion to see the news- 
papers last night and this morning relative to the increase in the pre- 
miums for the Blue Cross? 

Dr. Dixon. I did see the headlines; yes, sir. 

Mr. Foranp. That is quite a jump in the cost of premiums, indicat- 
ing again that it will mean that many of the aged people who are 
living on very meager incomes will not be able to afford those premiums 
and, therefore, will have to dr op out of the system. 

Now, insofar as your hospitals are concerned, I realize the deficits 
you incur. In fact, I am a member of a hospital corporation and I 
know pretty well the headaches that you people have to face all the 
time. 

But is it not a fact that you have to go out for public subscriptions, 
public contributions, to offset the deficits practically every year, for 
practically every hospital. 
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Dr. Dixon. I think it is true in the times such as we have now 
during which hospital costs appear to be steadily rising and even 
uppear to be rising faster than other costs of living, that our devices 
for financing hospital care tend to lag and it is necessary for hospitals 
to seek all forms of support which they can. 

Even their established prepayment devices tend to lag sharply be- 
hind the increasing cost. 

So that hospitals use all devices, including the device of public 
subscription, if you please, in order to meet the costs. 

Mr. Foranp. It means that the people are interested, they are con- 
tributing to these drives, but in many instances the drives fall short 
and, therefore, if you cannot have the money to finance it, eventually 
you will have to curtail the type of service you are giving. You have 
to get the money from somewhere in order to be able to operate and 
[ am with you 100 percent on that score. 

I have had several physicians complain to me that the type of drives 
that are being conducted is really pressure on them in some instances 
where, bec ause they are members of a staff hospital, they are practically 
taxed a certain amount and, of course, if that could be obviated that 
would be one nice thing. 

Whether it is the proper approach, or whether it is the wrong ap- 
proach to say to a doctor, “You are on the staff here; we expect you 
to contribute $100, or $25,” something like that, I do not think that 
is good practice, and 1 hope wherever that exists that somebody will 
see to it that that type of practice is stopped. 

Now, you referred to the insurance industry. You were not here 
a couple of days ago when the insurance people were here, but I am 
sure that you are aware of some of these cases similar to the one I 
cited, the case of a woman who had been paying her premiums right 
along for hospital coverage, 66 years of age, unfortunately had to go 
to the hospital for surgery; it was cancer, and while the benefits were 
paid to her for which she had paid the premiums, she received a 
letter from the company telling her that she was cut off, that they 
would accept no more premiums, they would just pay the cost incur- 
red previous to the expiration of her premium date, and that was it. 
She is out in the cold. She is of an age and in a condition that she 
rannot get insurance elsewhere. 

The chances are that that individual will have to go on old-age 
assistance if she needs further hospital care or medical care. 

That in itself means that the general public will be paying the 
expenses. That is one of the main reasons I introduced this bill, 
H. R. 9467, which has caused so much of a stir and for which I am 
indebted to the American Medical Association for publicizing it so 
well. That would mean that the people who benefit from it would 
actually contribute to the costs over a period of time. 

While I know that your organization and many other organiza- 
tions and individuals have been studying this problem, I think the 
introduction of that bill has stirred a little bit of interest in many 
people who are just laggard in trying to come in with a solution or 
try to contribute something to it. 

T have asked individuals and groups, since I introduced it last 
August, to come up with alternatives or suggestions, constructive 
criticisms, anything that would help improve the bill that I have 
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introduced, but I must say that so far, I have gotten very little help 
with the one exception and that is that they are > all w illing and ready 
to study it. 

I think we have been studying this so long that somebody, some- 
where, ought to be able to come up with some assistance to reach a 
solution. 

I thank you and the gentlemen with you for bringing this fine 
paper to our attention this morning. 

The Cuarrman. Are there any further questions. 

Mr. Herlong will inquire. 

Mr. Hertone. Just in connection, Doctor, with the statement that 
was made about the increased cost of Blue Cross, I think the record 
should show that not just reading the headlines, but in the whole pic- 
ture they also say they are going to increase benefits and that is part 
of the reason for that increased cost. Is that correct, Doctor? 

Dr. Drxon. I believe that is correct in this plan, yes, sir. 

Mr. Hertone. I think the record should also show that there was 
no increase in the cost of medical care premiums but only in hospital 
care cost; is that correct ? 

Dr. Drxon. That is correct. 

Mr. Hertonc. I make those statements for the record so that it will 
show the whole picture. 

The Cuatrman. Mr. Curtis will inquire. 

Mr. Curtis. Dr. Dixon, I just want to get it straight. I was follow- 
ing your statement here and I gather that most of your testimony is in 
your capacity as chairman of this committee to study health needs 

rather than the actual American Hospital Association; am I correct? 

Dr. Dixon. I am testifying officially for the position of the American 
Hospital Association. 

Mr. Curtis. I am referring to the actual recommendations in your 
statement because you state, beginning at page 11: 

In my capacity as chairman of the American Hospital Association committee 
to study the health needs of the aged, I have devoted a great deal of time— 
and then you start using the word “we” and so forth, and I just pre- 
sume that that “we” referred to you and the committee or does that 
refer to the American Hospital Association ? 

Dr. Dixon. It refers to the American Hospital Association. 

Mr. Curtis. The “we” throughout, refers to that. 

Dr. Dixon. Yes. The first person simply qualifies my relationship 
with the association. 

Mr. Curtis. When you state on page 12 about “certain conclusions 
which we have reached”, that has to do with the, what is it—your 
board of trustees that make the final decision ? 

Dr. Drxon. That is correct. 

Mr. Curtis. So the trustees have taken these various positions that 
you set out ; is that correct ? 

Dr. Dixon. This is the position of the association. 

Do you want to add to that answer, Mr. Amberg ? 

Mr. Ampere. Mr. Dixon is correct ; this is the position of the Ameri- 
can Hospital Association. 

Mr. Curtis. Thank you. 

The Coatrman. Mr. King will inquire. 
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Mr. Kina. Dr. Dixon, what explanation have you, if you have one, 
as to why hospitalization or hospital care proportionately is out of 
Jine with other enterprises ¢ 

Dr. Dixon. I would say that there are a couple of factors which we 
think are involved in this situation. One is a historical factor which 
should, I suppose sometime in the not too distant future, come into 
equilibrium, and that relates to the fact that hospitals in general 
were established as charitable institutions, eleemosynary institutions. 

It is not always true that personnel practices were competitive with 
personnel practices of the community. 

The whole impact of personnel practices has steadily forced down 
the cost of personnel services in hospitals faster than this cost has 
risen in general of the service throughout the country. 

Secondly, I think it must be said, therefore, that the availability of 
services may also have an effect upon cost. A service which a person 
never receives in a hospital does not cost the community anything, but 
insofar as devices of budgeting for hospital care or all medical services 
become universal there is probably a tendency not only for persons 
to seek more hospital services, but for them to seek more complicated 
hospital services and to demand, shall I say, a higher standard of 
competence of the institution and community service. 

I think it is these two things coupled together which account for the 
disparity between the rise in hospital cost and the general rise in cost 
of services, 

Mr. Kine. Thank you. That is all, Mr. Chairman. 

The Cuarmman. Are there any further questions ? 

If not, gentlemen, we thank you again for bringing to the com- 
mittee the views of the American Hospital Association. 

You gentlemen may be interested in the fact that Mr. Williamson 
has been to me on several occasions expressing the views that you 
gentlemen have expressed this morning. 

We appreciate your bringing him with you today. 

Dr. Dixon. Thank you, Mr. Chairman. 

The CuHarrMan. Our next witnesses are appearing in behalf of the 
American Medical Association, Dr. Larson and Dr. Krusen. 

Mr. Foranp. Mr. Chairman, at this point may I have unanimous 
consent to present for the record my own explanation of the provisions 
of the bill H. R. 9467 ? 

The Cuarrman. The Chair feels it will be appropriate for the bill, 
as well as the explanation, to be included at this point in the record, 
if there is no objection, both the bill and the explanation will appear. 

It will make it easier for one reading the record to understand the 
explanation if the bill is included, I think. 

Mr. Saptak. Would it probably be more effective if it came earlier 
in the proceeding ? 

The Cuarrman. Let us include it in the record at what is deemed 
to be the advisable point in the record. 

Mr. Foranp. I asked that it be placed in the record at this point. 

The Cuatrman. At this point, without objection, it may be included 
in the record. 
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(The materia] referred to follows :) 
{H. R. 9467, 85th Cong., 1st sess. } 


A BILL To amend the Social Security Act and the Internal Revenue Code so as to in- 
crease the benefits payable under the Federal old-age, survivors, and disability insurance 
program, to provide insurance against the costs of hospital, nursing home, and surgical 
service for persons eligible for old-age and survivors insurance benefits, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Social 
Security Amendments of 1958”. 


TITLE I—AMENDMENTS TO TITLEII OF THE SOCIAL 
SECURITY ACT 


INCREASE IN PRIMARY INSURANCE AMOUNT 


Sec. 101 (a) Paragraph (1) of section 215 (a) of the Social Security Act is 
amended to read as follows: 

“(1) The primary insurance amount of any individual with respect to whom 
not less than six of the quarters el: ipsing after 1950 are quarters of coverage shall 
be whichever of the following amounts is the largest. 

“(A) 60 per centum of the first $110 of his average monthly wage, plus 
22 per centum of the next $390, or 
“(B) the amount determined under subsec tion (¢), ¢ 
*(C) $35. ” 
ADDITIONAL DROPOUT 


(b) Paragraph 4 of section 215 (b) of such Act is amended to read as follows: 

“(4) In the case of any individual, the Secretary shall determine the five or 
fewer full calendar years after his starting date and prior to his closing date 
which, if the months of such years and his wages and self-employment income 
for such years were excluded in computing his average monthly wage, would pro- 
duce the highest primary insurance amount. Such months and such wages and 
self-employment income shall be excluded for purposes of computing such indi- 
vidual’s average monthly wage. In the case of any individual who has not less 
than twenty-eight quarters of coverage, the maximum number of full calendar 
years determined under the first sentence of this paragraph shall be increased by 
the number equal to the quotient obtained by dividing the quarters of coverage 
such individual has by 28, except that if the quotient so obtained is not a whole 
number, it shall be reduced to the next lower whole number. 
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DETERMINATIONS MADE BY USE OF CONVERSION TABLE 


(ec) (1) Paragraph (1) of section 215 (c) of such Act is amended by striking 
out all of the table and inserting in lieu thereof the following table. 


| 








7 | II III IV 
if the primary insurance | Or the primary insur- | The amount referred to | And the average monthly | 
benefit as determined ance amount as de- in paragrpahs (1) (B) wage for purposes of } 
under subsection (d) termined under, sub- | . and (2) of subsection computing maximum i 
is— | section (d) Is— (a) shall be— benefits shall be— 
| } 
weitsiitedinsbieiiimade aed sl Ss Scales eahia on conlcncaapeinibieinesciaiae sini eben i 
$10 $30. 00 | $35. 00 $58. 00 | 
1] 32. 00 37. 00 62. 00 
12 34. 00 39. 00 65. 00 } 
13 36.00 41.00 68. 00 
14 | 38. 00 43.00 72.00 
15 40. 00 45. 00 | 75. 00 
16 41.70 46. 70 78. 00 
17 43. 20 48. 20 80. 00 i 
18 44. 50 49. 50 83.00 
19 | 45. 70 50. 70 85. 00 
20 47. 00 52. 00 87.00 
21 48. 50 53. 50 89. 00 : 
22 | 50. 30 | 55. 30 92. 00 i 
23 52. 50 | 57. 50 96. 00 
24 55. 10 60. 10 | 100. 00 
25 57. 40 62. 40 104. 00 
26 59. 40 64. 80 108. 00 
27 61. 30 66. 90 114. 00 
28 63. 00 68. 90 123. 00 
29 64. 40 70. 40 130. 00 ; 
30 66. 30 72. 40 139. 00 
31 67. 90 74. 20 | 147. 00 
32 69. 50 75. 90 155. 00 i 
33 71.10 77.70 | 163. 00 
34 | 72. 50 79. 20 | 170. 00 j 
35 73. 90 80. 80 177. 00 
36 75. 50 82. 50 185. 00 : 
37 77.10 84. 30 193. 00 
38 78. 50 85. 80 200. 00 
39 79. 90 7.40 7. 00 
40 81. 10 88. 70 213. 00 | 
41 82. 70 90. 50 221. 00 
42 83. 90 91. 80 | 227.00 ; 
43 85. 30 93. 30 234. 00 
44 86. 70 94. 90 241. 00 i 
45 88. 50 96. 80 | 250. 00 
46 } 88. 50 | 96. 80 | 250. 00 
90. 50 99. 00 260. 00 i 
| 92. 5 | 101. 20 270. 00 ; 
94. 50 103. 40 280. 00 
| 96. 50 } 105. 60 } 290. 00 
98. 50 107. 80 300. 00 
100. 50 110. 00 310. 00 
102. 50 | 112. 20 220. 00 
104. 50 | 114. 40 330. 00 
106. 50 | 116. 60 340. 00 
108. 50 118. 80 350. 00” 


1 
| 


(2) Paragraph 2 of section 215 (c) of such Act is amended by (A) striking 
out “Social Security Amendments of 1954” wherever it appears and inserting in 
lieu thereof “Social Security Amendments of 1958”; (B) redesignating ‘(b)” as 
“(B)”, and (C) striking out “$77.10” and inserting in lieu thereof ‘‘$88.50”. 


PRIMARY INSURANCE BENEFIT AND PRIMARY INSURANCE AMOUNT FOR PURPOSES OF 
CONVERSION TABLE 


(d) Section 215 (d) of such Act is amended by striking out paragraph (6) and 
inserting in lieu thereof the following two paragraphs: 
“(6) The primary insurance amount of any individual who— 
“(A) does not become entitled to benefits under section 202 (a) or section 
228 until after the second month following the month in which the Social 
Security Amendments of 1958 were enacted, or 
“(B) dies after such second month and (i) was not entitled to benefits 
under such section 202 (a) or such section 223 or (ii) whose survivors are 
entitled to a recomputation of his primary insurance amount under section 
215 (f) (4) (A), or 
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“(C) is entitled to have his primary insurance amount recomputed under 
section 215 (f) (2), on the basis of an application for a recomputation filed 
after the second month following the month in which the Social Security 
Amendments of 1958 were enacted, 

shall be computed as provided in subsection (a) (1) of this section (other than 
subparagraph (B) thereof) as in effect prior to the enactment of this paragraph 
and his average monthly wage shall be computed as provided in subsection (b) 
of this section as in effect prior to the enactment of this paragraph, except that 
the provisions of section 215 (e) (1) as amended by the Social Security Amend- 
ments of 1958 shall, to the extent provided by such section, be applicable to such 
computation. 

“(7) The primary insurance amount of any other individual shall be computed 
as provided in this section as in effect prior to the enactment of this paragraph 
and in the applicable provisions of the Social Security Amendments of 1954, 
except that the provisions of section 215 (e) (1) as amended by the Social 
Security Amendments of 1958 shall, to the extent provided by such section, be 
applicable to such computation.” 


CERTAIN WAGES AND SELF-EMPLOYMENT INCOME NOT TO BE COUNTED 


(e) Paragraph (1) of section 215 (e) of such Act is amended to read as 
follows: 

(1) In computing an individual’s average monthly wage there shall not be 
counted the excess over $3,600 in the case of any calendar year after 1950 and 
before 1955, the excess over $4,200 in the case of any calendar year after 1954 
and before 1959, and the excess over $6,000 in the case of any calendar year 
after 1958, of (A) the wages paid to him in such year, plus (B) the self-employ- 
ment income credit to such year (as determined under section 212) ;” 


RECOMPUTATION OF BENEFITS 


(f) Subparagraph (B) of section 215 (f) (2) of such Act is amended to read 
as follows: 

“(B) A recomputation pursuant to subparagraph (A) shall be made as pro- 
vided in subsection (a) of this section and as though the individual first became 
entitled to old-age insurance benefits in the month in which he filed the applica- 
tion for such recomputation, but only if the provisions of subsection (b) (4), 
as amended by section (101 (b) of the Social Security Amendments of 1958 were 
not applicable to the last previous computation of his primary insurance amount. 
If the provisions of such subsection (b) (4) were applicable to such previous 
computation, the recomputation under subparagraph (A) of this paragraph shall 
be made only as provided in subsection (a) (1) (other than subparagraph (B) 
thereof) and for such purposes his average monthly wage shall be determined 
as though he became entitled to old-age insurance benefits in the month in which 
he filed the application for recomputation under subparagraph (A), except that, 
of the provisions of paragraph (3) of subsection (b), only the provisions of 
subparagraph (A) thereof shall be applicable.” 


EFFECTIVE DATES 


(g) (1) The amendments made by subsections (a) and (b) shall be applicable 
in the case of monthly benefits, for months after the second month following the 
month in which this Act is enacted, and in the case of the lump-sum death pay- 
ment where death occurs after such second month, based on the wages and self- 
employment income of an individual (i) who becomes entitled to benefits under 
section 202 (a) or section 22% of the Social Security Act after such second month, 
or (ii) who dies after such second month without being entitled to benefits under 
such section 202 (a) or section 223, or (iii) who files an application for a re- 
computation under section 215 (f) (2) (A) of the Social Security Act after such 
second month and is (or would, but for the provisions of section 215 (f) (6) of 
such Act, be) entitled to have his primary insurance amount recomputed under 
such section, or (iv) who dies after such second month and whose survivors are 
(or would, but for the provisions of section 215 (f) (6) of such Act, be) entitled 
to a recomputation of his primary insurance amount under section 215 (f) (4) 
(A) of such Act. 

(2) (A) The amendments made by subsections (c) and (d) of this section 
shall be applicable with respect to monthly benefits under section 202 or section 
223 of the Social Security Act for months after, and in the case of lump-sum death 
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payments under section 202 of such Act, with respect to deaths occurring after, 
the second month following the month in which this Act is enacted. 

(B) In the case of any individual who meets the provisions of paragraph (A), 
(B), or (C) of section 215 (d) (6) of the Social Security Act, as amended by this 
Act, any benefits payable on the basis of his wages and self-employment income, 
for months prior to the third month following the month in which this Act is 
enacted, by reason of section 202 (j) (1) of the Social Security Act or the retro- 
activity provisions of section 215 (f) (2) of such Act shall be determined as 
though (i) the provisions of section 215 (d) (6) of the Social Security Act in 
effect prior to the enactment of this Act were not in elect for such months and 
(ii) not less than six of the quarters elapsing after June 1953 with respect to such 
individual were quarters of coverage. 

(3) The amendments made by subsection (f) shall apply with respect to the 
wages and self-employment income of an individual who— 

(A) files an application for a recomputation under section 215 (f) (2) 
(A) of the Social Security Act, after the second month following the month 
in which this Act is enacted and who is (or, but for the provision of section 
215 (f) (6) of the Social Security Act, would be) entitled to have his 
primary insurance amount recomputed under such section 215 (f) (2) (A) 
pursuant to such application; except as is otherwise provided in paragraph 
(2) (B) of this subsection, any recomputed benefit payable for any month 
prior to the third month following the month in which this Act is enacted on 
the basis of such application shall be determined as though this Act had 
not been enacted ; 

(B) dies after such second month and whose survivors are (or, but for 
the provision of section 215 (f) (6) of the Social Security Act, would be) 
entitled to a recomputation of his primary insurance amount under section 
215 (f) (4) (A) of such Act. 


SPECIAL PROVISIONS 
(h) (1) Where— 

(A) an individual was entitled (without the application of section 202 (j) 
(1) of the Social Security Act) to an old-age insurance ben¢ fit under title IT 
of such Act for the second month following the month this Act is enacted; 

(B) one or more other persons were entitled (without the application of 
such section 202 (j) (1)) to monthly benefits under such title for such 
second month on the basis of the wages and self-employment income of such 
individual; and 

(C) the total of the benefits to which all persons are entitled under such 
title on the basis of such individual’s wages and self-employment income 
for any subsequent month for which he is entitled to an old-age insurance 
benefit under such title, would (but for the provisions of this paragraph) be 
reduced by reason of the application of section 203 (a) of the Social Security 
Act, as amended by this Act; 

then the total of benefits referred to in clause (C) for such subsequent month 
shall be reduced to whichever of the following is the larger— 

(D) the amount determined pursuant to section 203 (a) of the Social 
Security Act, as amended by this Act; or 

(E) the amount determined pursuant to such section, as in effect prior 
to the enactment of this Act, for the second month following the month 
this Act is enacted plus the excess of (i) the amount of his old-age insur- 
ance benefit for such second month computed as if the amendments made 
by the preceding subsections of this section had been applicable in the case 
of such benefit for such second month over (ii) the amount of his old-age 
insurance benefit for such second month ; or 

(F) the amount determined pursuant to section 102 (h) (1) of the Social 
Security Amendments of 1954 for the second month following the month in 
which this Act is enacted plus the excess of (i) the amount of his old-age 
insurance benefit for such second month computed as if the amendments 
made by the preceding subsection of this section had been applicable in the 
ease of such benefit for such month over (ii) the amount of his old-age 
insurance benefit for such month. 

(2) Where— 

(A) two or more persons were entitled (without the application of sec- 
tion 202 (j) (1) of the Social Security Act) to monthly benefits under title 
II of such Act for the second month following the month this Act is en- 
acted on the basis of the wages and self-employment income of a deceased 
individual ; and 
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(B) the total of the benefits to which all such persons are entitled on the 
basis of such deceased individual’s wages and self-employment income for 
any subsequent month would (but for the provisions of this paragraph) be 
reduced by reason of the application of the first sentence of section 203 (a) 
of the Social Security Act, as amended by this Act, 

then, notwithstanding any other provision in title II of the Social Security Act, 
such deceased individual’s average monthly wage shall, for purposes of such 
section 203 (a), be whichever of the following is the larger: 

(C) his average monthly wage determined pursuant to section 215 of 
such Act, as amended by this Act; or 

(D) his average monthly wage determined under such section 215, as 
in effect prior to the enactment of this Act, plus $7; or 

(E) his average monthly wage determined pursuant to section 102 (h) 
(2) of the Social Security Amendments of 1954, plus $7. 


DEFINITION OF WAGES AND SELF-EMPLOYMENT INCOME 


Sec. 102. (a) (1) Paragraph (2) of section 209 (a) of the Social Security 
Act is amended to read as follows: 

“(2) That part of remuneration which, after remuneration (other than re- 
muneration referred to in the succeeding subsections of this section) equal to 
$4,200 with respect to employment has been paid to an individual during any 
calendar year after 1954 and prior to 1959, is paid to such individual during such 
calendar year ;” 

(2) Section 209 (a) of such Act is further amended by adding at the end 
thereof the following new paragraph: 

“(3) That part of remuneration which, after remuneration (other than 
remuneration referred to in the succeeding subsection of this section) equal 
to $6,009 with respect to employment has been paid to an individual during any 
calendar year after 1958, is paid to such individual during such calendar year ;”’ 

(b) Paragraph (1) of section 211 (b) of the Social Security Act is amended to 
read as follows: 

“(1) That part of the net earnings from self-employment which is in 
excess of — 

“(A) For any taxable year ending prior to 1955, (i) $3,600 minus (ii) the 
amounts of the wages paid to such individual during the taxable year; and 

“(B) For any taxable year ending after 1954 and prior to 1959, (i) $4,200, 
minus (ii) the amount of the wages paid to such individual during the 
taxable year; and 

“(C) For any taxable year ending after 1958, (i) $6,000, minus (ii) the 
amount of wages paid to such individual during the taxable year, or’. 


QUARTER AND QUARTER OF COVERAGE 


Sec. 103. Clauses (ii) and (iii) of section 218 (a) (2) (B) of the Social Se- 
curity Act are amended to read as follows: 

“(ii) if the wages paid to any individual in any calendar year equal 
$3,600 in the case of a calendar year after 1950 and before 1955, or $4,200 in 
the case of a calendar year after 1954 and before 1959, or $6.000 in the case 
of a calendar year after 1958, each quarter of such year shall (subject to 
clause (i) ) be a quarter of coverage. 

“(iii) if an individual has self-employment income for a taxable year, and 
if the sum of such income and the wages paid to him during such year equals 
$3,600 in case of a taxable year ending after 1950 and before 1955, or 
$4.2.) in the case of a taxable year ending after 1954 and before 1959, or 
$6,000 in the case of a taxable year ending after 1958, each quarter any 
part of which falls in such year shall (subject to clause (i) ) be a quarter 
of coverage.” 


MINIMUM SURVIVORS OR DEPENDENTS BENEFIT 


Sec. 104. (a) Section 202 (m) of the Social Security Act is amended by strik- 
ing out “$30” wherever it occurs and inserting in lieu thereof “835"". 

(b) The amendment made by this section shall be applicable with respect to 
monthly benefits under section 202 of the Social Security Act for months after 
the second month following the month in which this Act is enacted. 
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MAXIMUM BENEFITS 


Sec. 105. (a) Section 208 (a) of the Social Security Act is amended by striking 
out “$50” wherever it occurs and inserting in lieu thereof “$55” and by striking 
out “$200” wherever it occurs and inserting in lieu thereof “$305”. 

(b) The amendment made by this section shall be applicable with respect to 
monthly benefits under section 202 of the Social Security Act for months after the 
second month following the month in which this Act is enacted. 

Sec. 106. (a) Title II of the Social Security Act is amended by adding after 


section 225 the following new section: 
“HOSPITALIZATION AND SURGICAL INSURANCE 


“Eligibility for Insurance 


“Sec. 226. (a) (1) The cost of hospital or nursing home services furnished to 
any individual during any month for which he is entitled to monthly benefits 
under section 202 (whether or not such benefits are actually paid to him) or is 
deemed entitled to such benefits under the provisions of paragraph 2, or the 
cost of such services furnished to him during the month of his death where he 
ceases to be entitled by reason of his death, and the cost of surgical services 
which are not of an elective nature, shall, subject to the provisions of this sec- 
tion, be paid from the Federal Old-Age and Survivors Insurance Trust Fund to 
the hospital, physician, and nursing home which furnished him the services. 
Services to be paid for in accordance with the provisions of the section include 
only services provided in the United States. 

“(2) For purposes of this section, (A) any individual who would upon filing 
application therefor, be entitled to monthly benefits for any month under sec- 
tion 202 shall, if he files application under this section within the time limits 
prescribed in section 202 (j) be deemed, for purposes of this section only, to 
be entitled to benefits for such month, (B) such individual shall, whether or 
not he files application under this section, be deemed to be entitled to benefits 
under section 202 for such month for purposes of determining whether the wife, 
husband, or child of such individual comes within the provisions of clause (A) 
hereof, and (C) any individual shall, for purposes of this section, be deemed en- 
titled to benefits under section 202 if such individual could have been deemed 
under clauses (A) or (B) of this paragraph to have been so entitled had he 
not died during such month. 

“(3) For purposes of paragraph (2), an individual’s application under this 
section may, subject to regulations, be filed (whether such individual is legally 
competent or incompetent) by any relative or other person, including the hos- 
pital, physician, or nursing home furnishing the hospital, surgical, and nursing 
home services and, after such individual’s death, his estate. 

“(4) Payments may be made for hospital services furnished under this sec- 
tion to an individual during his first sixty days of hospitalization in a twelve- 
month period that begins with the first day of the first month in which the in- 
dividual received hospital services for which a payment is made under this sec- 
tion, and during his first sixty days of hospitalization in each succeeding twelve- 
month period; and for nursing home services furnished under this section to an 
individual if the individual is transferred to the nursing home from the hospital, 
and if the services are for an illness or condition associated with that for which 
he received hospital services: Provided, That the number of days of nursing 
home services for which payments may be made shall, in any twelve-month 
period as described above, not exceed one hundred and twenty less the number 
of days of hospital services (in the same twelve-month period) for which pay- 
ments are made under this section. 

“(5) The provisions of section 205 relating to the making and review of de- 
terminations shall be applicable to determinations as to whether the costs of 
hospital, nursing home, and surgical services furnished an individual may be 
paid for out of the Federal Old-Age and Survivors Insurance Trust Fund under 
this subsection, and the amount of such payment. 


“Description of Hospital, Nursing Home, and Surgical Services 


“(b) (1) For purposes of this section, the term ‘hospital services’ means the 
following services, drugs, and appliances furnished by a hospital to any indi- 
vidual as a bed patient: bed and board and such nursing services, laboratory 
services, ambulance services, use of operating room, staff services, and other serv- 
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ices, drugs, and appliances as are customarily furnished by such hospital to its 
bed patients either through its own employees or through persons with whom it 
has made arrangements for such services, drugs, or appliances; the term ‘hos- 
pital services’ includes such medical care as is generally furnished by hospitals 
as an essential part of hospital care for bed patients; such term shall include 
care in hospitals described in paragraph (1) of subsection (d) ; such term shall 
not include care in any tuberculosis or mental hospital. 

“(2) The term ‘nursing home services’ means skilled nursing care, related 
medical and personal services and accompanying bed and board furnished by a 
facility which is equipped to provide such services, and (A) which is operated 
in connection with a hospital, or (B) in which such skilled nursing care and 
medical services are prescribed by, or are performed under the general direc- 
tion of, persons licensed to practice medicine or surgery in the State. 

“(3) The term ‘surgical services’ means surgical procedures (other than elec- 
tive surgery) provided in a hospital, or in case of an emergency or for minor 
surgery, provided in the outpatient department of a hospital or in a doctor’s 
office. Surgical services may include oral surgery when provided in a hospital. 
The term ‘elective surgery’ means surgery that is requested by the patient, but 
which in the opinion of cognizant medical authority is not medically required. 


“Free Choice by Patient 


“(ce) (1) Any individual referred to in paragraphs (1) and (2) of subsection 
(a) may obtain the hospital or nursing home services for which payment to the 
hospital or nursing home is provided by this section from any hospital or nurs- 
ing home which has entered into an agreement under this section, which admits 
such individual and to which such individual has been referred by a physician 
or (in the case of hospital or nursing home services furnished in conjunction 
with oral surgery) dentist licensed by the State in which such individual re- 
sides or the hospital or nursing home is located, upon a determination by the 
physician or dentist that hospitalization or nursing home care for such individual 
is medically necessary; except that such referral shall not be required in an 
emergency situation which makes such a requirement impractical. 

“(2) Any individual referred to in paragraph (1) and (2) of subsection (a) 
may, with respect to the surgical services for which payment is provided by this 
section, freely select the surgeon of his choice, provided that the surgeon is cer- 
tified by the American Board of Surgery or is a member of the American College 
of Surgeons except that such certification shall not be required in cases of emer- 
gency where the life of the patient would be endangered by any delay, or in such 
other cases where such certification is not practicable, and except that, in the 
ease of oral surgery, such individual may select a duly licensed dentist. 

“(3) Regulations under this section shall provide for payments (in such 
amounts and upon such conditions as may be prescribed in such regulations) to 
(A) hospitals for hospital services rendered in emergency situations to indi- 
viduals referred to in paragraphs (1) and (2) of subsection (a) by hospitals 
which have not entered into an agreement under this section, and (B) physicians 
for surgical services rendered by physicians not certified by the American Board 
of Surgery or not members of the American College of Surgery. 


“Agreements With Hospitals, Nursing Homes and Providers of Surgical Services 


“(d) (1) Any institution (other than a tuberculosis or mental hospital) shall 
be eligible to enter into an agreement for payment from the Federal Old-Age 
and Survivors Insurance Trust Fund of the cost of hospital or nursing home 
services furnished to individuals referred to in paragraphs (1) and (2) of sub- 
section (a) if it is licensed as a hospital or nursing home pursuant to the law 
of the State in which it is located. 

“(2) Each agreement with a hospital under this section shall cover all hospital 
services included under subsection (b) (which services shall be listed in the 
agreement), shall provide that such services shall be furnished in semiprivate 
accommodations if available unless other accommodations are required for medi- 
cal reasons, or are occupied at the request of the patient, shall be made upon 
such other terms and conditions as are consistent with the efficient and economi- 
cal administration of this section, and shall continue in force for such period 
and be terminable upon such notice as may be agreed upon. 

“(3) An agreement with a hospital or nursing home under this section shall 
provide for payment, under the conditions and to the extent provided in this 





ec- 
ior 
r’s 
al. 
put 
Pd. 


on 
he 
rs- 
its 
an 
on 
re- 
he 
lal 
an 


iis 
er- 
ze 
Pr- 
ch 
he 


ch 


di- 
ils 


ne 
ib- 
Ww 


SOCIAL-SECURITY LEGISLATION 875 


section, of the cost of hospital and nursing home services which are furnished 
individuals referred to in paragraphs (1) and (2) of subsection (a) provided 
that no such payment shall be made for services for which the hospital or nurs- 
ing home has already been paid (excluding payments by such individuals for 
which reimbursement to them by the hospital has been assured); but no such 
agreement shall provide for payment with respect to hospital or nursing home 
services furnished to an individual unless the hospital or nursing home obtains 
written certification by the physician (if any) who referred him pursuant to sub- 
section (c) that his hospitalization or care in the nursing home was medically 
necessary and, with respect to any period during which such services were fur- 
nished, written certification by such individual’s attending physician during 
that period that such services were medically necessary. The amount of the 
payments under any such agreement shall be determined on the basis of the 
reasonable cost incurred by the hospital or nursing home for all bed patients, or, 
when use of such a basis is impractical for the hospital or nursing home or in- 
equitable to the institution or the Federal Old-Age and Survivors Insurance 
Trust Fund, on a reasonably equivalent basis which takes account of pertinent 
factors with respect to services furnished to individuals referred to in para- 
graphs (1) and (2) of subsection (a). Any such agreement shall preclude the 
hospital or nursing home with which the agreement is made from requiring pay- 
ments from individuals for services, payment of the cost of which is provided by 
this section, after it has been notified that the cost of such services is payable 
from the Federal Old-Age and Survivors Insurance Trust Fund, except that it 
may require payments from such individuals for the additional cost of accom- 
modations occupied by them at their request which are more expensive than 
semiprivate accommodations. 

“(4) Except as provided by regulation, no agreement may provide for pay- 
ments (A) to any Federal hospital, or to any other hospital for hospital services 
which it is obligated by contract with the United States (other than an agree- 
ment under this section) to furnish at the expense of the United States, or (B) 
to any hospital for hospital services which it is required by law or obligated by 
contract with a State or subdivision thereof to furnish at public expense except 
where the eligibility of the individual for such services is determined by appli- 
caton of a means test. 

“(5) No supervision or control over the details of administration or operation, 
or over the selection, tenure, or compensation of personnel, shall be exercised 
under the authority of this section over any hospital or nursing home which has 
entered into an agreement under this section. 

“(6) Agreements under this subsection shall be made with the hospital or 
nursing home providing the services, but this paragraph shal] not preclude repre- 
sentation of such institution by any individual, association, or organization au- 
thorized by the institution to act on its behalf. 

“(7) The Secretary shall enter into agreements with qualified providers of 
surgical services as defined in paragraph (2) of subsection (c). Such agreements 
shall stipulate that the rates of payment agreed on shall constitute full payment 
for these services. Such agreements may be made with any qualified individual, 
or with any association or organization authorized by the surgeons, dentists, or 
physicians to act in their behalf. 

(8) Nothing in such agreements or in this Act shall be construed to give the 
Secretary supervision or control over the practice of medicine or the manner in 
which medical services are provided. 

“(9) Except to the extent the Secretary has made provision pursuant to sub- 
section (h) for the making of payments to hospitals and nursing homes by a 
private nonprofit organization or for the making of payments to physicians, 
dentists, and surgeons by their designated representatives, he shall from time 
to time determine the amount to be paid to such provider of service under an 
agreement with respect to services furnished, and shall certify such amount to 
the Managing Trustee of the Federal Old-Age and Survivors Insurance Trust 
Fund, except that such amount shall, prior to certification, be reduced or in- 
creased, as the case may be, by any sum by which the Secretary finds that the 
amount paid to the provider of services for any prior period was greater or less 
than the amount which should have been paid to it for such period. The Man- 
aging Trustee prior to audit or settlement by the General Accounting Office, shall 
make payment from the Federal Old-Age and Survivors Insurance Trust Fund, 
at the time or times fixed by the Secretary, in accordance with such certification. 
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“Nondisclosure of Information 


“(e) Information concerning an individual, obtained from him or from any 
physician, dentist, nurse, hospital, nursing home, or other person pursuant to 
or as a result of the administration of this section, shall be held confidential 
(except for statistical purposes) and shall not be disclosed or be open to public 
inspection in any manner revealing the identity of the individual or other person 
from whom the information was obtained or to whom the information pertains, 
except as may be necessary for the proper administration of this section. Any 
person who shall violate any provision of this subsection shall be deemed guilty 
of a misdemeanor and, upon conviction thereof, shall be punished by a fine not 
exceeding $1,000 or by imprisonment not exceeding one year, or both. 


“Medical and Hospital Services Under Workmen’s Compensation 


“(f) The provisions of subsection (a) shall not be applicable to any services 
which an individual required by reason of any injury, disease, or disability on 
account of which such services are being received or the cost thereof paid for, 
or upon application therefor would be received or paid for, under a workmen’s 
compensation law or plan of the United States or of any State, unless equitable 
reimbursement to the Federal Old-Age and Survivors Insurance Fund for the 
payments hereunder with respect to such services have been made or assured 
pursuant to agreements or working arrangements negotiated between the Secre- 
tary and the appropriate public agency. Notwithstanding the above sentence, if 
(1) the individual's entitlement to receive such services (or to have the cost 
thereof paid for) under such a workmen’s compensation law or plan is in doubt 
when such services are required, (2) the cost of such services is otherwise payable 
from the Federal Old-Age and Survivors Insurance Trust Fund pursuant to this 
section, and (3) the individual makes an appropriate application under such 
workmen’s compensation law or plan and agrees, in the event that he is subse- 
quently determined to be entitled to receive such services (or to have the cost 
thereof paid for) under such law, to reimburse the Federal Old-Age and 
Survivors Insurance Trust Fund in the amount of any loss it might suffer through 
its payment for such services, then the cost of such services may be paid from 
such Trust Fund in accordance with this section. In any case in which the 
cost of services is paid from the Federal Old-Age and Survivors Insurance Trust 
Fund pursuant to the immediately preceding sentence, or is paid from such 
Trust Fund with respect to any such injury, disease, or disability for which 
no reimbursement to such Trust Fund has been made or assured pursuant to the 
first sentence of this subsection, the United States shall, unless not permitted 
under the law of the applicable State (other than the District of Columbia) be 
subrogated to all rights of such individual, or of the provider of services to 
which payments under this section with respect to such services are made, to be 
paid or reimbursed pursuant to such workmen’s compensation law or plan for 
such payments. All amounts recovered pursuant to this subsection shall be de- 
posited in the Treasury of the United States to the credit of the Federal Old- 
Age and Survivors Insurance Trust Fund. 


“Regulations and Functions of Advisory Council 


“(¢) All regulations specifically authorized by this section shall be prescribed 
by the Secretary. In administering this section, the Secretary shall consult with 
a National Advisory Health Council consisting of the Commissioner of Social 
Security, who shall serve as Chairman ex officio, and eight members appointed 
by the Secretary. Four of the eight appointed members shall be persons who 
are outstanding in fields pertaining to hospital and health activities, and the 
other four members shall be appointed to represent the consumers of hospital, 
nursing-home, and surgical services, and shall be persons familiar with the need 
for such services by eligible groups. Each appointed member shall hold office 
for a term of four years, except that any member appointed to fill a vacancy oc- 
curring prior to the expiration of the term for which his predecessor was ap- 
nointed shall be appointed for the remainder of such term, and the terms of 
office of the members first taking office shall expire, as described by the Secretary 
at the time of appointment, two at the end of the first year, two at the end of 
the second year, two at the end of the third year, and two at the end of the 
fourth year after the date of appointment. An appointed member shall not be 
eligible to serve continuously for more than two terms but shall be eligible for 
reappointment if he has not served immediately preceding his reappointment. 
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The Council is authorized to appoint such special advisory and technical com- 
mittees as may be useful in carrying out its functions. Appointed Council mem- 
bers and members of advisory or technical committees, while serving on busi- 
ness of the Council, shall receive compensation at rates fixed by the Secretary, but 
not exceeding $50 per day, and shall also be entitled to receive an allowance for 
actual and necessary travel, and subsistence expenses while so serving away from 
their places of residence. The Council shall meet as frequently as the Secretary 
deems necessary, but not less than once each year. Upon request by three or more 
members it shall be the duty of the Secretary to call a meeting of the Council. 


“Utilization of Private Nonprofit Organizations 


“(h) (1) The Secretary may utilize, to the extent provided herein, the serv- 
ices of private nonprofit organizations exempt from Federal income taxation 
under section 501 of the Internal Revenue Code which (A) represent qualified 
providers of hospital, nursing home, or surgical services, or (B) operate volun- 
tary insurance plans under which agreements, similar to those provided for 
under subsection (d), are made with hospitals, nursing homes, and physicians 
for defraying the cost of services. Such organizations shall be utilized by the 
Secretary to the extent that he can make satisfactory agreements with them 
and to the extent he determines that such utilization will conribute to the effec- 
tive and economical administration of this section. Such agreements shall not 
delegate (A) his functions relating to determinations as to whether the costs 
of hospital, nursing home, and surgical services furnished an individual may 
be paid for out of the Federal Old-Age and Survivors Insurance Trust Fund 
under this section and the amount of such payment, and (B) his functions 
relating to the making of regulations. 

“(2) An agreement under paragraph (1) shall provide for payment from the 
Federal Old-Age and Survivors Insurance Trust Fund to the organization of 
the amounts paid out by such organization to hospitals, nursing homes, physi- 
cians, and dentists, under this section and of the cost of administration deter- 
mined by the Secretary to be necessary and proper for carrying out such organ- 
ization’s functions under its agreement pursuant to this subsection. Such pay- 
ments to any organization shall be made either in advance on the basis of esti- 
mates by the Secretary or as reimbursement, as may be agreed upon by the 
organization and the Secretary, and adjustments may be made in subsequent 
payments on account of overpayments or underpayments previously made to the 
organization under this subsection. Such payments shall be made by the 
Managing Trustee of the Trust Fund on certification by the Secretary and at 
such time or times as the Secretary may specify and shall be made prior to audit 
or settlement by the General Accounting Office. 

“(3) An agreement under paragraph (1) with any organization may require 
any of its officers or employees certifying payments or disbursing funds pursuant 
to the agreement, or otherwise participating in its performance, to give surety 
bond to the United States in such amount as the Secretary may deem necessary, 
and may provide for the payment of the cost of such bond from the Federal 
Old-Age and Survivors Insurance Trust Fund. 


“Certifying and Disbursing Officers 


“(i) (1) No individual designated by the Secretary pursuant to an agreement 
under this section, as a certifying officer shall, in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to any payments 
certified by him under this section. 

“(2) No disbursing officer shall, in the absence of gross negligence or intent 
to defraud the United States, be liable with respect to any payment by him 
under this section if it was based upon a voucher signed by a certifying officer 
designated as provided in paragraph (1). 


“Adjustments in Cash Benefits 


“(j) For purposes of section 204, any payment under this section to any 
hospital, nursing home, physician, or dentist, with respect to hospital, nursing 
home, or surgical services furnished an individual shall be regarded as a pay- 
ment to such individual.” , 

(b) The amendments made by subsection (a) shall be effective on the first 
day of the twelfth calendar month after the month in which this Aet is enacted. 

(c) Notwithstanding the provisions of section 226 (a) (2) of the Social 
Security Act, as amended by this Act, and subsection (b) of this section, appli- 
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cations filed under such section 226 which would otherwise be valid shall, sub- 
ject to regulations of the Secretary, be considered valid even though filed more 
than three months prior to the effective date of this Act, but not if filed prior 
to the first day of the fourth calendar month after the month in which this 
Act is enacted. 


TITLE II—AMENDMENTS TO THE INTERNAL REVENUE CODE OF 1954 


TAX ON SELF-EMPLOYMENT INCOME 


Sec. 201. Section 1401 of the Internal Revenue Code of 1954 is amended to 
read as follows: 

“In addition other taxes, there shall be imposed for each taxable year, on the 
self-employment income of every individual, a tax as follows: 

“(1) in the case of any taxable year beginning after December 31, 1958, 
and before January 1, 1961, the tax shall equal to 4% percent of the amount 
of the self-employment income for such taxable year ; 

“(2) in the case of any taxable year beginning after December 31, 1960, 
and before January 1, 1965, the tax shall be equal to 4% percent of the 
amount of the self-employment income for such taxable year ; 

“(3) in the case of any taxable year beginning after December 31, 1964, 
and before January 1, 1970, the tax shall be equal to 5% percent of the 
amount of the self-employment income for such taxable year ; 

“(4) in the case of any taxable year beginning after December 31, 1969, 
and before January 1, 1975, the tax shall be equal to 634 percent of the 
amount of the self-employment income for such taxable year ; 

“(5) in the case of any taxable year beginning after December 31, 1974, 
the tax shall be equal to 7% percent of the amount of the self-employment 
income for such taxable year.” 


DEFINITION OF SELF-EMPLOYMENT INCOME 


Sec. 202. (a) Subparagraph (B) of section 1402 (b) (1) of the Internal 
Revenue Code of 1954 is amended to read as follows: 

“(B) for any taxable year ending after 1954 and before 1959, (i) $4,200, 
minus (ii) the amount of the wages paid to such individual during the tax- 
able year; and” 

(b) Paragraph 1 of section 1402 (b) of the Internal Revenue Code of 1954 
is further amended by adding at the end thereof the following new subpara- 
aph: : 
vee “(C) for any taxable year ending after 1958, (i) $6,000, minus (ii) the 
amount of wages paid to such individual during the taxable year; or” 


TAX ON EMPLOYEES 


Sec. 203. Section 3101 of the Internal Revenue Code of 1954 is amended to 
read as follows: 

“In addition to other taxes, there is hereby imposed on the income of every 
individual a tax equal to the following percentages of the wages (as defined in 
section 3121 (a)) received by him with respect to employment (as defined in 
section 3121 (b) )— 

“(1) with respect to wages received during the calendar years 1959 and 
1960, the rate shall be 234 percent ; 

“(2) with respect to wages received during the calendar years 1961 to 
1964. both inclusive, the rate shall be 344 percent ; 

“(3) with respect to wages received during the calendar years 1965 to 
1969, both inclusive, the rate shall be 334 percent ; 

“(4) with resnect to wages received during the calendar vears 1970 to 
1974, both inclusive, the rate shall be 4%4 percent; and 

“(5) with respect to wages received after December 31, 1974, the rate 
shall be 434 percent.” ' 

TAX ON EMPLOYERS 


Sec. 204. Section 3111 of the Internal Revenue Code of 1954 is amended to 
read as follows: 

“In addition to other taxes, there is hereby imposed on every employer an 
excise tax. with respect to having individuals in his employ. equal to the follow- 
ing percentages of the wages (as defined in section 3121 (a)) paid by him with 
respect to employment (as defined in section 3121 (b) )— 
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“(1) with respect to wages paid during the calendar years 1959 and 1960, 
the rate shall be 2% percent; 

“(2) with respect to wages paid during the calendar years 1961 to 1964, 
both inclusive, the rate shall be 344 percent ; 

“(3) with respect to wages paid during the calendar years 1965 to 1969, 
both inclusive, the rate shall be 3% percent ; 

“(4) with respect to wages paid during the calendar years 1970 to 1974, 
both inclusive, the rate shall be 44% percent ; 

“(5) with respect to wages paid after December 31, 1974, the rate shall 
be 434 percent.” 

GENERAL PROVISIONS 


Sec. 205. (a) Section 3121 of the Internal Revenue Code of 1954 (relating to 
the definition of wages) is amended by striking out “$4,200” wherever it appears 
and inserting in lieu thereof “$6,000”. 

(b) Section 3122 of such Code (relating to Federal service) is amended by 
striking out “$4,200” wherever it occurs and inserting in lieu thereof “$6,000”. 

(c) The amendments made by subsections (a) and (b) shall be applicable 
only with respect to remuneration paid after 1958. 


REFUNDS 


Sec. 206. (a) Paragraph (1) of section 6413 (c) of the Internal Revenue 
Code of 1954 is amended to read as follows: 

“(1) IN GENERAL.—If by reason of an employee receiving wages from more 

than one employer during a calendar year after the calendar year 1950 

and prior to the calendar year 1955, the wages received by him during such 

year exceed $3,600, the employee shall be entitled (subject to the provisions 

of section 31 (b)) to a credit or refund of any amount of tax, with respect 

to such wages, imposed by section 1400 of the Internal Revenue Code of 1939 

and deducted from the employee’s wages (whether or not paid to the Sec- 

retary or his delegate), which exceeds the tax with respect to the first 

$3,600 of such wages received; or if by reason of an employee receiving 

wages from more than one employer (A) during any calendar year after 

1954 and prior to the calendar year 1958, the wages received by him dur- 

ing such year exceed $4,200, or (B) the wages received by him during any 

ealendar year after 1958 exceed $6,000, the employee shall be entitled (sub- 
ject to the provisions of section 31 (b)) to a credit or refund of any amount 
of tax, with respect to such wages, imposed by section 3101 and deducted 
from the employee’s wages (whether or not paid to the Secretary or his 
delegate), which exceeds the tax with respect to the first $4,200 of such 
wages received in such calendar year after 1954 and before 1959, or which 
exceeds the tax with respect to the first $6,000 of such wages received in 

such calendar year after 1958.” 
(b) Subparagraph (A) of section 6418 (c) (2) of such Code is amended to 
read as follows: 

(A) FEDERAL EMPLOYEES.—In the case of remuneration received from the 
United States or a wholly owned instrumentality thereof during any calen- 
dar year, each head of a Federal agency or instrumentality who makes a re- 
turn pursuant to section 3122 and each agent, designated by the head of 


1 a Federal agency or instrumentality, who makes a return pursuant to such 
section shall, for purposes of this subsection, be deemed a separate em- 

. ployer, and the term ‘wages’ includes for purposes of this subsection, the 
amount, not to exceed $3,600 for the calendar year 1951, 1952, 1953, or 1954, 

. $4,200 for the calendar year 1955, 1956, 1957, or 1958, or $6,000 for any 
calendar year after 1958, determined by each such head or agent as con- 

. stituting wages paid to an employee.” 

o TITLE III 


AMENDMENT PRESERVING RELATIONSHIP BETWEEN RAILROAD RETIREMENT AND OLD- 
AGE, SURVIVORS, AND DISABILITY INSURANCE 
to Sec. 301. Section (1) (q) of the Railroad Retirement Act of 1937, as amended, 
- is amended by striking out “1956” and inserting in lieu thereof “1958.” 


V- 
th 
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EXPLANATION OF PROVISIONS OF H. R. 9467 


On August 27, 1957, I introduced a bill, H. R. 9467, to increase the benefits pay- 
able under the Federal old-age, survivors, and disability insurance program and 
to provide insurance against the costs of hospital, nursing home, and surgical 
service for persons eligible for old-age and survivors insurance benefits. Shortly 
thereafter I made a statement on the floor of the House explaining the objectives 
and provisions of the bill. 

The proposed amendments have been widely discussed, sometimes with insuf- 
ficient knowledge or actual distortion of their nature. The following description 
of H. R. 9467, similar to the one included in my statement of August 30, may be 
of value to the committee in its deliberations. 


1. GENERAL SUMMARY 


H. R. 9467 would increase cash monthly benefits about 10 percent on the average 
through a liberalized benefit formula for future beneficiaries and through a table 
to raise benefits for persons now on the rolls. A single individual or a family unit 
now receiving benefits would receive at least $5 more each month. In addition, 
the principle of relating benefits to earnings would be reapplied by increasing 
the earnings ceiling for contribution and benefit purposes from $4,200 to $6,000 
a year. This would partly offset the lag of benefits behind earnings levels and 
would help to finance other improvements. 

For a person with average monthly earnings of $200 the new primary insurance 
amount would be $85.80 instead of $78.50. With a $6,000 wage base ceiling, the 
maximum individual benefit would become $151.80 instead of $108.50. 

Ceilings on family benefits would be adapted to these changes by increasing the 
lowest family maximum to $55 (instead of $50) and the highest to $305 
(instead of $200). Even at the new maximum, however, family benefits would 
equal only 61 percent of average monthly earnings. 

Through another dropout provision on calculation of benefits, 1 additional 
year in which a person had no earnings or low earnings could be omitted for each 
7 years in which he worked in covered employment. These dropout years would 
be in addition to the 5 years that may now be dropped. Thus, persons covered 
from 1937 could by 1958 drop 3 additional years. 

This change would result in the new eearnings base being reflected in benefits 
of persons retiring in the near future. Otherwise, persons would be paying 
contributions on earning up to $6,000 with too little immediate return. 

The new program of health benefits would cover the cost of certain hospital, 
nursing home, and surgical services for persons receiving old-age and survivors 
insurance benefits and for persons who would be eligible for OASI benefits if 
they applied. This new type of program would be paid for through contributions 
to the OASI trust fund. It is appropriate that this additional needed protection 
should be provided within the framework of the national system firmly estab- 
lished as the American way of providing workers and their families with protec- 
tion against the hazards of income loss due to old age, disability, or death. 

This health program would be of great assistance to aged persons and to 
widowed mothers of young children who now have great difficulty obtaining 
private insurance and are too often overwhelmed by the expense of illness. They 
would be entitled to 60 days of hospital care and to subsequent skilled nursing 
home care, up to a combined total of 120 days in a 12-month period. The cost of 
their surgical care would also be covered, with free choice of qualified doctors. 
Much suffering would be avoided, and hospitals and public and private assistance 
agencies would be relieved of a substantial burden. 

According to the best available estimates, this bill would add about 1 percent 
of payrolls to present level premium costs. Contribution rates for employer and 
employee would therefore be increased by one-half of 1 percent each in 1959, and 
the self-employed would pay three-fourths of 1 percent more on their incomes 
up to $6,000. The increase in contributions now scheduled for 1960 would be 
postponed to 1961. 

These proposals are discussed in more detail in the following sections under 
three main heads: “Health Benefits for OASI Beneficiaries,” “Improved Cash 
Benefits,” “Financing.” 
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2. HEALTH BENEFITS FOR OASI BENEFICIARIES 


The purpose of this new type of program, set forth in section 106 of H. R. 9467, 
is to provide aged persons and their dependents insured under old-age and 
survivors insurance and the survivors of deceased persens so insured, with 
insurance protection against the cost of hospitalization, subsequent skilled 
nursing home care, and surgical services; to achieve such insurance protection 
within the framework of the national system of old-age and survivors insurance; 
and to assure adequate and prompt payments to the physicians, hospitals, and 
nursing homes for services rendered to these individuals, utilizing the cooper- 
ation of voluntary nonprofit health associations when such cooperation will 
contribute to efficient and economical operation. 

The program is proposed because (1) the present old-age and survivors insur- 
ance benefits are inadequate to meet the needs of insured aged persons and 
their dependents, and of the survivors of deceased insured persons, who require 
hospitalization and skilled nursing home care, (2) many of them are not able 
to obtain, to continue, or to pay for private insurance against the cost of such 
care which is more expensive for such individuals than employed groups, (3) 
many of them are forced to apply for public assistance to meet hospitalization, 
surgical, and nursing home costs, (4) many hospitals are constantly confronted 
with serious financial difficulties resulting from unpaid services furnished to 
these individuals, and (5) it is in the interest of the general welfare for financial 
burdens resulting from the hospital, nursing home, and surgical services required 
by these individuals to be relieved through old-age and survivors insurance 
rather than through expenditures financed from general tax revenues. 

Through relying on the insurance program, the bill would work in the diree- 
tion preferred by the Congress. 


Hligibility for insurance 

The bill provides for the payment of certain hospital, nursing home, 
and surgical costs for persons receiving old-age or survivors insurance benefits 
and for persons who would be eligible for such benefits if they applied. Twelve 
or thirteen million persons would thus receive the protection of such payments 
in the first year. 

Whether or not they retired, men would be protected at age 65 if they had 
made sufficient contributions in covered employment or self-employment. Women 
would similarly be eligible at age 62 without having to take the actuarial reduction 
in benefits provided in present law. I have deliberately included persons who 
have not yet retired for several reasons. It is undesirable that aged persons 
should feel they have to stop working to receive the benefits of this program since 
their services will still prove constructive and since retirement may bring un- 
desirable consequences. For the self-employed, retirement cannot be properly 
planned when illness has struck, so that a requirement that they retire before 
receiving these health benefits would involve great difficulties. 


Duration of services covered 


Up to 120 days of combined hospital and skilled nursing home services could be 
paid for in a 12-month period, but not more than 60 of these days could be days 
of hospital service. 


Hospital services 


Hospital services which would be paid for include the services, drugs, appliances, 
and medical care ordinarily furnished by the hospital to its bed patients. (The 
insurance would cover semiprivate accommodations if available unless other 
accommodations are required for medical reasons—in short, those services ordi- 
narily provided in plans such as the Blue Cross.) Such services would be covered 
when provided by a licensed hospital which had entered into an agreement with 
the Secretary except that the costs would not be paid for care in: any tuber- 
culosis or mental hospital; any Federal hospital, or any other hospital for hospital 
services which it is obligated by contract with the United States to furnish at the 
expense of the United States; or any hospital furnishing services at public 
expense, except when a person receiving such services must meet a means test. 


Nursing-home services 
Nursing-home services which would be paid for include the skilled nursing 


care, related medical and personal services and accompanying bed and board 
provided by a licensed nursing home which is operated in connection with a 
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hospital or in which a person licensed to practice medicine or surgery in the 
State prescribes or directs the nursing care and medical services provided. 
Services provided by a nursing home would be covered by the insurance provided 
by the bill only if the individual has been transferred to the nursing home 
from the hospital on a doctor’s certification that the services are necessary for 
an illness or condition connected with that for which the hospital was treating 
hin. 


Surgical services 

Surgical services which would be paid for include those provided in a _hospi- 
tal and which are certified as necessary by a licensed physician. Oral surgery 
would be included when provided in a hospital and certified as necessary by a 
licensed physician or dentist. Surgical services provided in the outpatient 
department of a hospital or in a doctor’s office would be included in case of an 
emergency or for minor surgery. 
Medical and hospital services under workmen’s compensation 

Payment would not be made under these provisions for services required by 
reason of any injury, disease, or disability on account of which such services 
are being received or paid for under a workmen’s compensation law or plan of 
the United States or of any State. 
Agreements with hospitals, nursing homes, and providers of surgical services 

Any hospital (other than a tuberculosis or mental hospital) or qualified nurs- 
ing home licensed pursuant to the law of the State in which it is located would 
be eligible to enter into an agreement for payment from the Federal old-age 
and survivors insurance trust fund for the cost of hospital or nursing home 
services furnished to qualified individuals in accordance with the provisions of 
this bill. Each agreement would cover hospital services to be included and the 
basis for payment. The Secretary of Health, Education, and Welfare would 
enter into agreements with qualified providers of surgical services, either in- 
dividually or with any association or organization authorized by the surgeons, 
physicians, or dentists to act on their behalf. These agreements would provide 
that the rate of payment agreed on would constitute full payment for services. 


No control over institutions or physicians 

The bill provides for the payment of specified costs from the OASI trust fund, 
not for governmental supervision of health care. Because of misunderstandings 
on this point, certain specific safeguards are worth quoting in full: 

“Sec. 266 (d) (5). No supervision or control over the details of administra- 
tion or operation, or over the selection, tenure, or compensation of personnel, 
shall be exercised under the authority of this section over any hospital or 
nursing home which has entered into an agreement under this section.” 

“Sec. 226 (d) (8). Nothing in such agreements or in this Act shall be con- 
strued to give the Secreary supervision or control over the practice of medicine 
or the manner in which medical services are provided.” 


Free choice by patient 

A person who qualifies for hospitalization, nursing home services, or surgical 
services could select any qualified hospital or nursing home which has entered 
into an agreement and which admits him, provided he has been referred by 
a physician licensed by the State in which he resides or in which the hospital 
or nursing home is located. A person eligible for surgical services could freely 
select the surgeon of his choice, provided that the surgeon must be certified 
by the American Board of Surgery or must be a member of the American 
College of Surgeons (except in cases of emergency where the life of the patient 
would be endangered by delay or in cases where certification is not feasible for 
other reasons). This exception would make it possible for surgical services to 
be covered in rural areas where the types of surgeons mentioned are not 
available. In cases of oral surgery an eligible person could select a duly li- 
censed dentist. 
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Payment to hospitals and nursing homes 


Methods of determining payments to hospitals and nursing homes would be 
similar to those already developed in connection with many private insurance 
plans and certain Government programs. 

The amount of the payments to any hospital or nursing home would be deter- 
mined on the basis of the reasonable cost incurred by the hospital or nursing home 
for all bed patients, or, when use of such a basis is impractical for the hospital 
or nursing home or inequitable to the institution or to the Federal old-age 
and survivors insurance trust fund, on a reasonably equivalent basis which takes 
account of pertinent factors with respect to the services furnished to those per- 
sons for whom payment is made in accordance with the provisions of the bill. 


Payments to physicians and dentists 

The rates of payments to physicians and dentists would be set forth in the 
agreements, and such payments made would constitute full payment for the 
surgical services provided. 


Utilization of private nonprofit organizations 

To the extent that satisfactory agreements can be made and to the extent that 
the Secretary of Health, Education, and Welfare determines that the effective 
and economical ddministration of these provisions will be furthered, the bill pro- 
vides that the Secretary may utilize the services of private nonprofit organiza- 
tions which represent qualified providers of hospital, nursing home, or surgical 
services or which operate voluntary insurance plans under which agreements, 
similar to those provided by these provisions, are made with hospitals, nursing 
homes, and physicians for paying for the costs of services. The services of these 
organizations would be specifically limited. 


Administration by Secretary of Health, Education, and Welfare 

The program is to be administered by the Secretary of the Department of 
Health, Education and Welfare. The OASDI system would use its existing 
record-keeping system to certify eligibility, to issue insurance cards, and the like. 
The Secretary would prescribe regulations under which the provisions of the pro- 
gram would be carried out. 


Advisory Council 

The Secretary would consult with a National Advisory Health Council. This 
Council would consist of the Commissioner of Social Security and eight members 
appointed by the Secretary. Four of the appointed members would be persons 
who are outstanding in fields pertaining to hospital and health activities and 
four would be appointed to represent the consumers of hospital, nursing home, 
and surgical services and be familiar with the need for such services by eligible 
groups. 


Effective date 

The bill provides that payment for hospital, nursing home, or surgical services, 
in accordance with these provisions, would be made for such services which are 
furnished on and after the 1st day of the 12th calendar month after the month 
in which this act is enacted. 


8. IMPROVED CASH BENEFITS 


The nature of the changes in cash benefits has already been outlined in the 
general summary of the bill. Specific changes that would be received by future 
beneficiaries are shown on tables 1 and 2. 
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TABLE 1.—Iliustrative monthly benefit amounts for future beneficiaries under 
present laiw and as proposed in H. R. 9467 


| | 























| 
| Primary insurance | Proposed l Primary insurance |Proposed 
amount primary || amount primary 
Soleil 25 ll SD || es 
Average monthly amount Average monthly | amount 
earnings ! | as per- || earnings ! | as per- 
Pro- cent of || | Pro- cent of 
Present | posed 2 average || | Present | posed? | average 
| monthly |; monthly 
| earnings | earnings 
| 

Earnings levels af- | || Earnings levels 
fected by new | | above present | 
minimum: $50___| $30.00 $35.00 | 70.0 || ceiling: 

Earnings levels af- | | ees | $108.50 | $129.80 32.5 
fected only by | $450__.. 108. 50 140. 80 31.3 
new benefit for- 1 $500___- me 108.50 | 151.80 30. 4 
mula: | | 

ee oe | 60.00 | 60.0 || 

iat aged athe 63. 50 69. 30 | 55. 4 |} | 
$150_......- | 68. 50 74. 80 | 49.9 | | 
$200.......---.-| 78.50 | 85.80 | 42.9 

son. | | | BO] «6B 38.7 || 

$300_...........| 98.50] 107.80 35.9 || 

$350---2---2--| 


108.50 | 118. 80 | 33.9 | 
t I | 


| | 








1 After 1950 and “‘dropping out” years of low (or no) earnings as now provided and as proposed. 
8 For future beneficiaries, based on new formula of 60 percent of Ist $110, plus 22 percent of the remainder 
up to $500 a month, with a minimum of $5 increase. 


TABLE 2.—Illustrations of proposed changes in family benefits for future 
beneficiaries 


Aged couple or widow | Widow and 2 children 
| and 1 child? 


| 
Present Proposed Present Proposed 
| } 
OR dled Sli os oP it eh eid $45.00 | $52. 50 $50. 20 $55. 20 
Ee ctl ee SY | 82. 60 | 90. 00 82 60 90. 00 
te a a ge ee eee 102. 80 | 112. 20 120. 00 3 120. 00 
I eB ne Sh ce ata atin lcibebhntenonteames ida | 117. 80 | 128. 70 157. 10 4 160. 00 
ac ald dae | 132. 80 | 145. 20 177. 20 193. 60 
SR ORE ee ay SAR RS aR | 147. 80 161. 70 197. 10 215. 60 
Cth AMC aciel.. ch eidnatinnwd oxic abides wes 6 ere ee 162. 80 78. 20 200. 00 237. 60 
iia sisi ess TN ae i tn: sel 162. 80 194. 70 200. 00 259. 60 
$450..... siceaticaiadhbe Se She ae 162 80 211. 20 200. 00 281. 60 
Ne rh scan aoe ie aghik screeds egies Maoasiotscbextvioni eeaiee 162. 80 227. 70 200. 00 303. 60 








1 After 1950 and “dropping out’’ years of low (or no) earnings as now provided and as proposed. 
2 Both aged 65 or over; benefits less in cases where wives are aged 62-64. 
3 As limited by the present maximum of 80 percent of average monthly earnings. 


The increases for future beneficiaries shown in the tables are accompanied 
by amendments raising benefits for persons now on the rolls and providing for 
additional years of dropout. 

The major changes, with reasons for them are further described below. 


Increase in the earnings ceiling 


For years after 1958 wages and self-employment income up to $6,000 would 
be used in calculating benefits and contributions. The limitation in present law 
for years after 1954 is $4,200. 

One of the basic principles of OASI has been to relate benefit amounts to past 
earnings so as to reward greater output, foster individual incentives, and permit 
beneficiaries to continue to live at something like the levels to which they were 
accustomed. The original earnings ceiling of $3,000 was as high as the full 
earnings of 97 percent of all workers in covered employment when the program 
was getting started. Now the corresponding figure, even with the ceiling of 
$4,200, is only 72 percent. For men with earnings in four quarters, the lag is 
more striking. Only 2 out of 5 will earn less than $4,200 in 1958 and 1 out of 
4 will earn $6,000 or more. Thus for a majority of men who are regularly 
employed, the present ceiling puts a dead stop to further benefit increases no 
matter how much their earnings rise. 





waewaaew~ 
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The present maximum benefit of $108.50 is 31 percent of average monthly 
earnings of $350. The person with $500 average monthly earnings can receive 
at most 21.7 percent as his primary insurance amount. 


New benefit formula 


The new benefit formula would be 60 percent of the first $110 of average 
monthly earnings plus 22 percent of the next $390, with provision of a minimum 
primary insurance amount of $35. The formula now is 55 percent of the first 
‘$110 of average monthly earnings plus 20 percent for the next $240. 

The proposed change, directed at increasing benefits 10 percent on the average, 
follows earlier provisions in giving larger percentage increases at the lowest 
levels. For persons with $100 to $350 of average monthly earnings, benefits 
would be increased from 9.1 to 9.5 percent. At the highest levels, the new 
earnings ceiling of $6,000, in combination with the formula, would yield larger 
increases reflecting increased contributions. 

Maximum family benefits 


The ceiling on the amount payable to a family would be adapted to the above 
changes by increasing the lowest family maximum to $55 (instead of $50) and 
the highest to $305 (instead of $200). 

This change follows existing precedents for putting limits on the benefits 
that one family can receive on the basis of a single earnings record no matter 
how many persons in the family are entitled to benefits. 

With various exceptions resulting from increases provided in 1954 and earlier 
for beneficiaries already on the rolls, four main limits are imposed at present, 
becoming progressively less generous in relation to average monthly earnings 
as such earnings rise— 

(a) For persons with very low average monthly earnings, family benefits 
are not reduced below $50 a month. 

(6b) For average monthly earnings up to $110, family benefits are limited 
to 14% times the individual’s primary insurance amount. Under the present 
formula, families in this group may receive up to 82% percent of average 
monthly earnings (55 percent X144=82% percent). 

(c) For the next highest group, with earnings up to $250 a month, the 
applicable limit is 80 percent of average monthly earnings, so that the 
effective maximum rises from $108 for average monthly earnings of $135 
up to $200 for average monthly earnings of $250. 

(d) Above $250, no further increase in family maximums is permitted— 
the flat $200 limit applies no matter how high the earnings. As a result, at 
the present top figure of $350 for average monthly earnings, the maximum 
for a family is only 57 percent of that amount. 

The proposed increase in the earnings ceiling to $6,000 requires a substantial 
increase in the top maximum of $200 in order that persons with high levels of 
earnings may have the protection of family benefit totals that are not too low 
in relation to earnings and contributions. The proposed figure of $305 is equal 
to 2 times the maximum primary insurance amount, rounded to the nearest $5. 
This ratio is comparable to actual ratios enacted in the past (1.88 in 1950, 1.99 
in 1952, 1.84 in 1954). The new figure of $305 would permit maximum family 
benefits equal to 61 percent of average monthly earnings at the $500 level. 

In view of the objective of increasing benefits 10 percent on the average, with 
a $5 guaranteed increase, it seems reasonable to raise the ceiling for families 
at the lowest levels by $5, making it $55 a month. 

The bill would not specify any changes in the basic provisions for maximums 
effective in steps B and C, described above. The increase in the primary insur- 
ance amount provided under the new formula for persons with earnings up to 
$110 would automatically raise the family maximum applicable to them (step B). 


Special provisions for people now on the benefit rolis 


Included in the bill is a table of new benefit values to be used to increase the 
benefit amounts of people on the benefit rolls when the bill becomes effective. 
The table guarantees an increase of at least $5 over the primary insurance amount 
computed under the proviisons of the law now in effect. 

The increases in the primary insurance amount would range from a minimum 
of $5 at the lower levels to a maximum of $10.30 for persons receiving the present 
maximum benefit of $108.50. Other provisions assure that each family unit 
receives at least a $5 increase in benefits even though they are already affected 
by the limitation of family benefits to 80 percent of average monthly earnings. 
A similar provision was enacted in 1954. 
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Dropping out additional years of low earnings 


The present law provides that up to 5 years of low earnings may be omitted 
in computing the average monthly earnings on which the benefit amount is based 
if the omission results in a higher benefit. The bill authorizes dropping 1 addi- 
tional year of low earnings from the benefit computation for each 7 years (28 
quarters of coverage) that a person has worked in covered employment or self- 
employment. 

This change would make the $6,000 earnings ceiling fully effective for benefit 
purposes in the near future. Persons covered from 1937 could by 1959 drop 
3 years in addition to the present 5. 

Unless the effect of the new $6,000 ceiling were stepped up in this way or by 
some like device, no person reaching retirement age before 1997 could draw the 
new maximum primary insurance amount. For persons reaching retirement age 
in 1963 the actual maximum obtainable would be only 90.6 percent of the theo- 
retical maximum, $151.80. 

The dropout proposal follows patterns already enacted by Congress. For per- 
sons attaining retirement age in 1955-58 average monthly earnings are computed 
on the basis of the best 2 years, using the privilege of dropping out 5 years. The 
proposal of additional years of dropout would continue this 2-year basis through 
1961 for persons covered each year after 1936. Such persons could then attain 
the new maximum in 1961, assuming the $6,000 ceiling becomes effective for 1959. 
Persons first covered in 1951 or later would have to wait longer, but not as long 
as if no additional dropout were permitted. 


It is reasonable to relate dropout years to years of coverage, since the latter 
reflect total contributions. 


Effective dates 


The provisions relating to benefit amounts would generally be effective for the 
months following the second month after enactment of the bill, and the higher 
earnings base would be effective for years after 1958. 


4, FINANCING 


The bill provides for increases in contribution rates to finance the improve- 
ments. According to the best available estimates, the improvements averaged 
over a long period of time, in the usual manner, would equal about 1 percent of 
payrolls on an intermediate cost assumption. Starting in 1959, contribution would 
therefore be increased by one-half percent each for employers and employees 
and three-fourths percent for the self-employed. The increase scheduled for 1960 
would be postponed 1 year. 

The new schedule would be: 


Contribution (in percent) for employers and employees 


Contribution 
Calendar years: rate for each 
I a inn seis ioeemraelighlilicommcnse heii wonky takai ln tains bNcen eee 2% 
I ach a chitin sesso dma hae 3% 
I shit ce oneansaipmapee biomes gislvewshowdeneaaaal 3% 
I id siecle le iain etc apni Manassa laid 44% 
a ah ane inc signi faipnc pnts saan inlined aa nicialste 4% 
Contribution rate (in percent) for self-employed persons 
Contribution 
For taxable years beginning after— rate 

See, ee Cn GON COU. 2. ANON. 6k cnn onde annecnieene 414 
SO hs es Ae NS DOD: By BOO a didactic nice eemntanwe 42 
ne ne IE ROI INERT rere cases nena evince sie Sane sans ensoneninmetinan 554 
et Te BE Bo EEO ns rem center mnenaaamwe 6% 

SPOR) NUR ROU a ole ling mice te cia tome net mpl 71 


6. CONFORMING CHANGES 


The bill also includes changes in the Internal Revenue Code to conform the 
code with the increase in the earnings base to $6,000, and an amendment to the 
Railroad Retirement Act to update references in that act to the Social Security 
Act so as to include the amendments that would be made by this bill. 
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The Cuarmman. Gentlemen, will you please give us your names, 
addresses, and capacity in which you appear, for the record. 


STATEMENTS OF DR. LEONARD LARSON, BISMARCK, N. DAK.; DR. 
FRANK H. KRUSEN, ROCHESTER, MINN. ; AND DR. AUBREY GATES, 
IN BEHALF OF THE AMERICAN MEDICAL ASSOCIATION 


Dr. Larson. Mr. Mills, my name is Dr. Leonard Larson, of Bis- 
marck, N. Dak. : 

I am a member of the board of trustees of the American Medical 
Association. 

The Cuarrman. Are you not chairman of the board ? 

Dr. Larson. As of yesterday, while I was traveling here. 

The Cuairman. Congratulations upon your recent election. 

Dr. Larson. Thank you. 

I have with me Dr. Frank Krusen, of Rochester, Minn. 

I would like to announce to this committee, if it does not already 
know, that Dr. Krusen was given a signal honor by the American 
Medical Association last Tuesday evening in San Francisco when 
he was given the distinguished service award. 

The Cuarrman. Dr. Krusen, you are to be congratulated. I notice 
you gentlemen have with you in the room Dr. Avon Gates, who has 
been a friend of mine for many, many years. He used to be in the 
extension service and head of the extension service in the State of 
Arkansas. I have known him for a great many years. 

Do you want him at the table with you ¢ 

Dr. Krusen. We would like that very much. 

The Cuarrman. Will you come forward, Mr. Gates? Will you fur- 
ther identify yourself, if you will, for the record ? 

Dr. Gates. Mr. Chairman, my name is Aubrey Gates. I am the ex- 
ecutive director of the council on rural health of the American Medical 
Association. 

The Cuairman. Dr. Larson, you desire to present the testimony ¢ 

Dr. Larson. Yes, sir. 

The CHarrMan. You are recognized. 

Dr. Larson. Thank you. 

Gentlemen, I am Dr. Leonard Larson, of Bismarck, N. Dak. I am 
appearing here today as the representative of the board of trustees 
of the American Medical Association, with Dr. Frank H. Krusen, 
of Rochester, Minn., to discuss with you the views of the medical 
profession concerning certain of the provisions of H. R. 9467, 85th 
Congress, and other similar bills. 

In accordance with the instructions included in your release of May 
29, we are limiting our testimony to matters which are of primary 
interest to the medical profession. 

We may, however, request permission later to submit a written 
statement for the record, outlining our position on the other bills 
before your committee dealing with the social security program. 

The Cuairman. Without objection, you may have that permission. 

I will suggest, Dr. Larson, that you complete that job as soon as 

ou can because the date for the receipt of the material for these 
al and this record will terminate very soon. 

Dr. Larson. Yes, sir. 
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(A letter covering the above points follows :) 


AMERICAN MEDICAL ASSOCIATION, 
Chicago, Ill., June 28, 1958. 
Hon. WILzur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


DeAR CONGRESSMAN MILLS: Our testimony presented yesterday was confined 
to a recital of the position of the American Medical Association concerning H. R. 
9467, 85th Congress and similar bills. With your permission we would like 
to submit this supplementary statement concerning certain of the other measures 
under consideration by your committee dealing with the social security program. 

H. R. 8883, H. R. 9203, and H. R. 9835, 85th Congress would extend title II of 
the Social Security Act so as to bring physicians, on a compulsory basis, under 
the old-age, survivors, and disability insurance program. Inasmuch as the 
house of delegates of the American Medical Association has, since 1949, con- 
sistently opposed such compulsory coverage for physicians, we would again like 
to register our opposition to these bills. We are not opposed to the voluntary 
inclusion of physicians under title II such as proposed by H. R. 4824, 85th 
Congress. 

In order to make individual retirement planning more feasible, our associa- 
tion has advocated the passed of the Jenkins-Keogh bills, H. R. 9 and H. R. 10, 
85th Congress. These bills would allow self-employed persons an adequate and 
preferable method of providing for their later years. 

There are several bills now pending before your committee which would 
amend the public-assistance provisions of the Social Security Act with respect to 
the provision of medical care. The American Medical Association opposed the 
public assistance amendments of 1956 which set up a separate category for 
medical payments. In a letter to this committee dated April 24, 1956, we stated 
that we saw no need for the establishment of a separate public assistance cate- 
gory for the provision of medical care, since the program then in effect was 
accomplishing, more flexibly, all that the 1956 amendments sought; that this new 
program would burden the local communities with regulations and restrictions 
inconsistent with their local problems and customs; and that the establishment 
of medical payments as a separte category under public assistance wouid be the 
forerunner to the establishment of medical care as a categorical benefit under 
the old-age, survivors, and disability insurance provision of the Social Security 
Act. 

The basic policy of our association in regard to medical payments under public 
assistance was adopted by our house of delegates in December 1956. It is the 
belief of the association that methods and amounts of payments for personal 
health services should be equitable and determined in the light of local condi- 
tions after consultation between the responsible public agency and representatives 
of the providers of such medica] care. 

That is to say, the individual States, with the advice of the State medical, 
hospital, and other professional organizations, should determine how much should 
be spent on medical services under the public-assistance program and how these 
payments for medical service should be made. We are opposed, therefore, to any 
of the pending bills which would continue to deprive the States and the local 
health providers of their traditional right to determine the amount and method 
of medical care payments under public assistance programs. 

There are other bills pending before your committee which would expand and 
liberalize the disability benefit provisions written into title II of the Social Secu- 
rity Act in 1956. Some of these bills would, lower the present age limit of 50 or 
would do away with a minimum age limit altogether. Some would grant dis- 
ability payments to dependents of disabled recipients or to their survivors. 
Some would lessen current coverage requirements for a person to receive dis- 
ability payments and still others would liberalize the work test on which the 
payments are predicated. 

The American Medical Association vigorously opposed the enactment of these 
disability provisions in the 84th Congress. I refer you to our testimony before 
the Senate Finance Committee on February 23, 1956. We felt that this program 
was objectionable for medical reasons and that it would discourage many indi- 
viduals from successfully rehabilitating themselves. We stated that permanent 
and total disability was impossible to determine in many cases and that this 
legislation would put tremendous pressure on physicians and the administering 
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agency. Most importantly, we felt that once the payment of disability benefits 
was made a statutory right under the Social Security Act, it would be impossible 
to resist the pressures and expand the nature of the benefits and increase the 
number of beneficiaries. 

A review of the administration of the disability program to date and an 
analysis of the pending bills indicate that our fears were justified. Just as 
we opposed the original enactment of the disability benefit program, we now 
oppose any bills which would liberalize it and further extend this medical-type 
payment program. 


Finally, we would like to comment on H. R. 8883, 85th Congress. In addition 
to several other proposals, this bill would provide rehabilitation services for 
disabled workers to be paid for out of the old-age, survivors and disability insur- 
ance trust fund. The rehabilitation agencies would be required to enter into a 
contract with the services to be provided determined by the Secretary of Health, 
Education, and Welfare. Under the bill we would have State and private medi- 
cal rehabilitation services being supervised by a Federal Government official and 
being paid for by the social-security trust fund. We oppose this provision of 
rehabilitation services for the same basic reasons that we oppose the provision of 
hospital and surgical care under H. R. 9467, 85th Congress. 

We wish to thank you and the members of the Committee on Ways and Means 
for allowing us to present our views on these matters both at the recent hearings 
and in this letter. If any members of the committee desire further information 
concerning our positions on the subjects covered, we would be only too happy to 
furnish anything we have. 

Sincerely yours, 
F. J. L. BLASINGAME, M. D., General Manager. 

Before calling on Dr. Krusen, I would like to discuss the general 
attitude of the medical profession regarding proposals such as H. R. 
9476 and to briefly review with you some of the more important recent 
medical advances under our present system of medical care 

In 1949, when legislation providing for a program of national com- 
pulsory health insurance was pending before Congress, we strongly 
opposed it. It was thereafter clearly rejected by the Congress and the 
American people. Today, you have before you proposals ‘which would 
authorize service benefits in the form of hospitalization and surgical 
care for the retired and survivor beneficiaries under title II of the 
Social Security Act. Sucha proposal would mean a federally financed 
and federally controlled system of medical and hospital care, first for 
social security benefits, subsequently for other groups and ultimately 
for everyone. 

The medical profession has been and is still acutely aware of the 
existence of medical-care problems among the aged. We agree that 
efforts to solve these problems should be continued and increased. We 
do not agree, however, with the advocates of the pending legislation, 
as to the nature and extent of the problems, or as to the means of solv- 
ing them. We feel, as do many others, that traditional voluntary 
private methods can eliminate existing deficiencies and at the same 
time preserve individual and community freedom. 

In reviewing the progress which has been made through the private 
enterprise approach it is evident that Federal intervention is not re- 
quired. Ishall not outline the impressive record which has been estab- 
lished by the private health insurance industry and by the Blue Shield 
and Blue Cross plans. Representatives of these agencies have pre- 
sented their own statements in this regard. I would like, however, 
to comment very briefly about medical progress in general. 

The advances of medical science since the beginning of the 20th cen- 
tury offer convincing evidence of what can be done when competent 
medical researchers and practitioners have an opportunity to work 
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with complete freedom. A review of the medical discoveries since 
the turn of the century would require volumes. Drugs and operations, 
for example, alone could provide endless material for discussion of the 
forward march of medicine. Insulin, vitamins, sulfonamides, peni- 
cillin, and other antibiotics are only a few of the outstanding discov- 
eries in the drug field. Isotopes and betatrons have become part of 
the medical language. Entirely new approaches to illness have been 
discovered as a result of which the full possibilities of what were prac- 
tically unknown subjects, such as physical medicine and rehabilitation, 
are now being explored with a thoroughness that offers much promise 
for the future. 

The decline in the general mortality rate from 17.2 deaths per 1,000 
population in 1900, to only 9.6 in 1957 underscores the health progress 
which has been made. While the population has doubled in this pe- 
riod, the number of persons over 65 years of age has quadrupled and a 
significant gain in life expectancy, even in late middle age, has re- 
saeed from the mortality reduction. Life expectancy at birth in 1900 
was estimated at 47.3 years; in 1955 it was estimated at 70 years. 

Thus we in medicine have helped to create not only the problems of 
the aged, we have helped to create the aged. We have done it under 
the free choice system. Wecan solve the problems in the same way. 

The American Medical Association has, throughout its history, been 
a champion of sound progress in medicine. It has had to fight many 
battles against quackery, against improper interference, against slip- 
shod medical training and practice. As an association, we will con- 
tinue to support all programs for the good of the health of the public, 
as we have done over the years. It is our conviction, however, that the 
medical provisions of H. R. 9467 are unwise, unnecessary, and not in 
the public interest. 

In addition to the points which Dr. Krusen will present, let me 
point out that no one knows what this proposed program would cost. 
It is our best estimate that initially it would run about $2 billion per 
year. What it would cost eventually cannot be estimated. But we do 
know historically that the cost of programs such as this one is invaria- 
bly much higher than the amount initially predicted for them—wit- 
ness the financial plight of socialized medicine in England. 

This tremendous and unpredictable drain on the social-security 
trust fund could seriously jeopardize the actuarial soundness of the 
entire program. The retirement funds of millions of Americans would 
be endangered through the launching of a program of this type at a 
time when the social-security system, for the first time in history, is 
receiving less income than is being paid out. 

The proposal also departs from the best thinking of social-insurance 
experts who agree that the original floor-of-protection concept of the 
Social Security Act should not be violated. Up to now, the principle 
of social security has been one of cash payments to insured persons 
who are disabled or retired or to their survivors. The pending pro- 
posals would graft on to this cash-benefit system a health-service 
program. 

The members of the medical profession, as citizens and as physicians, 
look with suspicion and fear upon legislation such as H. R. 9467 which, 
in our opinion, would stifle and destroy the energetic and imaginative 
free-enterprise medical programs now in progress. H. R. 9467 is a 
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ah which would legislate the aged into a permanent state of 
dependency and, most important, one that would propel us completely 
and irresponsibly into a federally controlled health-care program . 

With your permission, Mr. Chairman, I would like to call on Dr. 
Krusen to present additional views with respect to H. R. 9467. We 
will then be happy to answer any questions that the members of the 
committee may have. 

The Cuatrman. The Chair observes that our colleague from Minne- 
sota, the Honorable Walter H. Judd, who is also a member of the 
medical profession, is now in the room and at the witness table. The 
Chair desires to recognize Dr. Judd. 


STATEMENT OF REPRESENTATIVE WALTER H. JUDD, M. D., OF 
MINNESOTA 


Dr. Jupp. Thank you, Mr. Chairman. 

I greatly appreciate your allowing me to intrude on the committee’s 
time for 2 or 3 minutes, partly to make a brief statement on this issue 
and more importantly to introduced my friend, Dr. Krusen, as the 
next witness. 

The general public, I think, ordinarily has the idea that the medical 
»rofession opposes bills such as the one before the committee today 
eowund the profession believes that in some way they will hurt the 
doctors. I assure you that by and large that is not the case. It is 
not because we are doctors that we oppose measures like this; it is 
because of what we know as doctors about the practice of medicine. 
We know that certain things are essential if there is to be good medical 
care and most of these essentials are destroyed if the Government sup- 
ports, and thereafter regulates and controls, the practice of medicine. 

The public thinks that under a bill like this they will get more and 
better medical care for less cost. We are convinced they will get less 
and poorer medical care for greater cost. That has been the universal 
experience. We feel that because of what we know as physicians about 
the practice of medicine we are under obligation as citizens to make 
available to this committee and all others which have responsibility 
in this field the benefit of our experience in this field for what it may 
be worth. 

Most doctors would be quite as well off under socialized medicine 
from a financial standpoint as they are now. The best doctors can 
always make a go of it under whatever system, and the mediocre ones 
might. be better off. So our opposition is not on a personal basis. 
It is because we are sure that the public at large would be worse 
off and our country would be worse of. Therefore in good conscience 
we have to oppose some of these proposals while doing our level 
best to help find alternatives that will provide the right answer. 

It is on that basis that I am happy to come this morning, Mr. Chair- 
man, and present Dr. Frank Krusen as a major witness for the medical 
profession on this bill. Dr. Krusen is a very distinguished physician, 
originally from Philadelphia. He came to Minnesota to serve on the 
Mayo Clinic staff about 1935. Since that time he has been professor 
of physical medicine and rehabilitation there. He has been chief con- 
sultant on physical medicine to the Army Surgeon General. He has, 
at various times, had a similar role with the Veterans’ Administra- 
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tion. Mr. Forand has appointed him to be consultant to the National 
Council on Vocational Rehabilitation. In the field of vocational 
rehabitalization he is probably the No. 1 pane in our country. 

He was given the distinguished service award by the American 
Medical Association at its recent annual ceaaeaaine He has studied 
this bill and can present the reasons for the opposition of the medical 
profession to this particular type of attempted remedy better, I think, 
than anybody else. It is my honor to present him to you, Mr. 
Chairman. 

The CHartrmMan. Dr. Krusen, you are recognized, sir. 

Dr. Krusen. Chairman Miles and members of the committee, I 
should like to thank Dr. Judd for his very kind introduction. 

As Dr. Larson has stated, the primary interest of the American 
Medical Association in the social-security legislation pending before 
this committee is related to H. R. 9467 and similar bills. 

Before identifying and discussing the provisions of these proposals, 
I would like to state that the medical profession has not in the past, 
and is not now, taking a position in opposition to the overall social- 
security program. The American Medical Association did not oppose 
the passage of the Social Security Act in 1935 or subsequent amend- 
ments which adhered to its original basic character as a “floor-of- 
protection” cash benefit program. However, H. R. 9467, 85th Con- 
gress and other recent proposals, which would introduce disability 
and health-service benefits into the old- age, survivors and disability 
insurance structure, represent, in our opinion, a major and dangerous 
deviation from the original concept of the system. 

H. R. 9467, if enacted, would authorize a federally subsidized and 
controlled system of hospital, surgical, nursing home, and dental care, 
irrespective of need, for between 12 and 13 million eligible social- 
security beneficiaries. This entire program would be under the direc- 
tion and control of the Department of Health, Education, and Welfare 
and would be financed, in part, by an increase in social-security taxes. 

Hospital care, including drugs, appliances, and services customarily 
ompisbed by a hospital, such as bed and board, nursing ¢ are, laboratory 
services, and ambulance services would be available, subject to admin- 
istrative regulations, in those hospitals that enter into a written agree- 
ment with the administering agency. Eligible nursing homes would 
be those where “skilled nursing care” could be obtained, provided a 
written agreement was negoti: ited with the Government. *hysicians 
recognized by the bill as qualified to perform nonelective surgery 
would be limited to those certified by the American Board of Surgery 
or members of the American College of Surgeons. Hospitals, nursing 
homes, and physicians would all be. required | to accept, in full payment 
for facilities and servic es, charges and fees established by the Secre- 
tary of the Department of Health, Education, and Welfare. 

Before commenting in general on the medical problems of the aged, 
I would like to outline for the committee some of the more specific 
reactions which the medical professional has to H. R. 9467. First of 
all, let me say that, in our opinion, this legislation would inevitably 

result as Congre ssman Judd has mentioned. in poorer, not better, 
health care for the intended beneficiaries. 

Because of the relatively recent emergence of this problem, no one 
in this country has at this time sufficient information on the health 
needs of the aged on which to base authoritatively such a drastic, far- 
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reaching proposal. However, some of the things we do know are that 
the aged, for the most part, do not need short stays in general hospitals 
but rather improved home and community care as well as less costly 
and improved chronic illness and nursing home facilities. We also 
know that the medical needs of the aged are primarily nonsurgical 
and that the surgical care now being provided is supplied primarily 
by physicians who are not board certified and who are not members of 
the American College of Surgeons. 

However, the most serious aspect of this legislation is that it is 
national compulsory health insurance all over again. Under this 

roposal, the Federal Government would finance the health care of 
toa 12 to 13 million citizens through earmarked compulsory taxes; 
the Government would control the disbursement of funds; the Govern- 
ment would determine the benefits to be provided; the Government 
would set the rates of compensation for hospitals, nursing homes, and 

hysicians; the Government would audit and control the records of 
etek’ nursing homes, and patients; and the Government would 
promulgate and enforce standards of hospital and medical care, 

Under this proposal the beneficiaries would be restricted in their 
choice of hospital and physician. Only selected physicians and those 
hospitals and nursing homes entering into agreements with the Federal 
Government would participate. Inasmuch as many highly qualified 
hospitals and doctors would prefer to remain independent of Govern- 
ment control, even if eligible to participate, there would be a limitation 
in the number of physicians and medical facilities available. 

The professional relationship between the doctor and his patient 
would be hampered. Government regulations would be imposed on 

atient and physician alike, bringing a third party between them. 
Sa ed conformance to administrative regulations could also hamper 
the physician from prescribing treatment which, in his professional 
opinion, is indicated. 

The hospitalization provisions of the proposal would create a need- 
less and dangerous overcrowding of already limited hospital facilities. 
With personal and family financial responsibility eliminated, many 
aged persons would seek unnecessary hospital and medical care for 
trivi: | and imaginary illnesses and w ould be unduly concerned with 
their health. In other countries where similar legislation is in effect, 
there has been a staggering increase in the use of hospital facilities by 
the aged. 

The bill also says, in effect, “The aged cannot obtain voluntary health 
insurance protection.” This is not factual, since more than 40 percent 
of the aged presently have some form of voluntary health insurance. 
These figures are particularly significant when you realize that only 
20) percent were covered as rec ently as 1950. This rate of progress 
shows that the problem is being solved by the health insurance indus- 
try which is steadily gaining a vast experience in this relatively new 
field of medical and hospital insurance. H. R. 9467 would destroy 
the voluntary health insurance business among the aged group and 
could eventually, we feel, destroy the entire volunt: ary “private health 
insurance movement, which now covers some 123 million Americans. 

Inasmuch as this legislation primarily concerns persons in the older 
age group, I would like to comment on the nature of their medical care 
problems and what the medical profession and other health groups 
are doing in their behalf already. 
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In the last quarter century the population aged 65 and over in the 
United States has increased until it now numbers between 14 and 15 
million persons. This increase in numbers, plus a marked visible 
variation in the effect of aging, has stimulated the investigation of 
numerous complex medical and related questions. We are inclined to 
believe, as a result of our studies to date, that the lack of preparation 
for advanced age and the impact of environment are the real causes 
of degeneration which were formerly attributed to the mere passage 
of years. 

What we should understand is that the solution to these problems 
will require the effort of many segments of our society in addition to 
the medical profession. Passage of a law will not wipe out these 
problems, which are of concern to all of us. 

Many of the ills of the aged are the direct result of the inferior role 
in which this group customarily has been placed. Their experience, 
wisdom, and know-how are being wasted, and the resulting lack of 
meaningful activity for the aged has led to emotional frustration and 
physical breakdown in many instances. 

This is a trend which has numerous dangerous implications. Bas- 
ically, the problem calls for aggressive leadership at the family and 
community level to help continue these millions of potentially useful 
citizens in their rightful place in society and to give their lives purpose 
and dignity. 

As physicians there is one thing about which we are certain: 
Whether we are dealing with older persons or with any age group of 
the population, the first fundamental of good medicine is to examine 
the patient. That, in effect, is what we in American medicine, with 
the aid of others vitally interested in the health field, have been doing 
and are doing now. We are trying to find out what the aged really 
need, what new improvements are succeeding in giving them better 
health care, and how such procedures can be universally applied. 

For those of the aged who are in need of custodial care, we seek 
more realistically priced services in facilities especially designed for 
them. Too often they are now being treated in hospitals which pro- 
vide, and charge for, many costly services which the average chroni- 
cally ill aged patient does not need. These unnecessary services con- 
tribute to higher than necessary hospital costs for all of us. 

The improvement of custodial care, and the upgrading of nursing 
home standards have been an objective for many years of the Amer- 
ican Medical Association, the American Hos ital. ssociation, and the 
American Nursing Home Association. To help meet these needs tes- 
timony was presented on May 20, 1958, befére the Subcommittee on 
Housing of the Senate Committee on Banking and Currency in favor 
of an amendment to the Federal Housing Administration Act to pro- 
vide for Government-insured loans for hospitals and nursing homes. 
The Senate committee has reported favorably on this recommendation 
as of last week. 

The American Medical Association also believes that health facili- 
ties for the aged could be improved and expanded through greater use 
of Hill-Burton funds for chronic disease units of general hospitals 
and nursing homes by abolishing the categories presently contained 
in that act. Such an amendment would permit the States to utilize 
their grants as best suits their individual needs. We made this recom- 
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mendation in testimony presented on May 6, 1958, to the Subcommittee 
on Health of the Interstate and Foreign Commerce Committee of the 
House of Representatives. 

Our studies also reveal that many aged patients are remaining in 
hospitals because there is often nowhere else for them to go—because 
there is no other local means by which State aid will pay for their 
care, or because it is the only way they can take advantage of their 
health insurance. A great many others remain overlong in the hos- 
pital because there is no local home-care program that would enable 
them to be cared for at home, among their family and friends. 

A review is currently being made of community efforts to make it 
ossible for many of these people to return to homelike surroundings. 
y providing the opportunity for the disabled elderly person to main- 

tain a household, ae local programs have not only produced the prac- 
tical result of alleviating a local shortage of hospital beds and reducin 
the financial burdens on the individual, but they have also cikeael 
many patients to a useful life. 

We are also attacking the problem of our mentally ill who are over 
65. It is here that we confront the basic evil of senility. A number 
of experiments have demonstrated an almost miraculous recovery from 
mental stagnation when elderly patients were placed in more familiar 
surroundings and given new interests and social contacts. Recent 
isolated studies reveal that as high as 60 percent of the patients ad- 
mitted to State mental hospitals did not require psychiatric treatment. 

We are attempting to assist in devising a better means of meeting 
the health care costs for those of the aged who have no income, assets, 
or other means of support. Often unrealistic State indigent care 
programs aggravate the problem. States that have not allotted 
enough money for public assistance medical care are being urged to do 
so. At present, in excess of $300 million is being spent by Federal, 
State, and local Governments to provide medical care for public assist- 
ance recipients. The aged comprise more nearly one-half of the 5.6 
million persons now receiving these public assistance benefits. 

We believe that real progress is being made in bringing better health 
care to the aged and to all others who are ill, and in devising ways to 
lessen the economic burdens of prolonged illness. The number of per- 
sons receiving public assistance is declining. Health insurance cover- 
age is increasing. Persons leaving industry and moving into retire- 
ment are bringing with them more and more retirement plans with 
progressively Sh average benefits. Ultimate success in this effort 
will, however, finally depend upon local interest and action. Indi- 
vidual and community assistance has in the past helped to translate 
new medical knowledge into better health and greater life expectancy. 
These same forces which have been effective in the past will best help 
in solving the problem before us now. 

In addition to the numerous and varied medical, scientific, and 
socioeconomic activities being pursued in this field, the physicians of 
America for some time have recognized the need for additional organi- 
zational weapons to attack these problems. For many years the 
American Medical Association was an active participant in the affairs 
of the Commission on Chronic Illness, For the past several years the 
association has had a committee on aging, composed of some of the 
leading medical authorities in the United States in this field, which 
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has devoted its full effort to this problem. In addition, there are 
committees on aging actively at work in 32 State medical societies. 
During the past year, the association has conducted five regional con- 
ferences on aging in Seattle, Dallas, Philadelphia, Birmingham, and 
Omaha. A national conference on aging will be sponsored by the 
American Medical Association in Chicago in September. 

The American Hospital Association, likewise, has been conducting 
research and studying hospital practices with the objective of contain- 
ing the rising costs of caring for the aged. Blue Shield and Blue 
Cross plans as well as the health insurance companies have stepped up 
their important contribution to the financing of medical care. They 
are now engaged in intensive studies designed to create new types of 
coverage tailored to meet the needs of the aged ill. Preretirement 
financing of health insurance policies with paid-up status at 65; use of 
life insurance after 65 to pay for health care; the application of de- 
ductible and coinsurance to permit coverage of costly illnesses at a 
low premium rate; and many other approaches are helping to spread 
health insurance coverage, to an ever-increasing degree, among the 
aged. The nursing home operators are earnestly seeking to improve 
their standards and to provide a quality service that will bridge the 
present gap between inexpensive but inadequate home care and ade- 
quate but overexpensive hospital care. Innumerable other instances 
could be cited of enterprising activity to analyze and meet the problem. 

In addition to the independent activities of the American Medical 
Association and other groups and organizations there has been a gen- 
eral realization of the need for a combined effort with the help of every 
independent person, association, and agency that has something to 
contribute. With this in mind, and in an effort to provide better co- 
ordination and stronger and swifter action in this area, the Joint 
Council To Improve the Health Care of the Aged has been formed. 
Some of the most important and respected organizations in the health 
field are the charter members. They are: The American Medical 
Association, the American Hospital Association, the American Dental 
Association, and the American Nursing Home Association. 

This joint council will explore the entire spectrum of problems 
relating to the aged and aging process. In broad outline the program 
of the council will include a coordinated plan of research designed 


(a) Determine the extent, utilization, and availability of 
facilities, and the economic status and resources of the aged; 

(6) Spearhead the expansion and experimentation in all types 
of voluntary health insurance coverage for the aged; 

(c) Encourage the expansion of health facilities for the aged; 

(d) Encourage the development of community health services 
for the aged; 

(e) Urge State and local legislative bodies to provide realistic 
financial support for medical, hospital, and nursing home care of 
aged public assistance recipients ; and 

(f) Appraise the problems of the aged who are mentally ill 
and provide an intensification of education, research, and action 
programs directed toward health problems of the aged at national, 
State, and local levels. 
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In brief, the joint council and its member groups have adopted a 

pone optimistic approach in an effort to apply their collective 
nowledge and skills in the improvement of the health care of the 

aged, to offer the aged a hope for a better existence, and an opportunity 
to return to the mainstream of community life. 

Gentlemen, this concludes my formal statement. It is our sincere 
recommendation that H. R. 9467, 85th Congress, and similar bills not 
be favorably considered by this committee. Dr. Larson and I will 
be glad to attempt to answer any questions which you may have. 

The Cuarrman. Dr. Larson and Dr. Krusen, we thank you gentle- 
men for bringing to us the views of the American Medical Association 
on the srthiens iden the committee. 

Are there any questions ? 

Mr. Foranp. Mr. Chairman. 

The Carman. Mr. Forand will inquire. 

Mr. Foranp. Dr. Krusen, I did not quite understand the statement 
made by Dr. Judd to the effect that I appointed you or that I had the 
honor of appointing you to some kind of a committee. Would you 
enlighten me on that ? 

Dr. Krusen. I think it is a misunderstanding. It was the Secre- 
tary of Health, Education, and Welfare who appointed me to the 
National Council on Vocation Rehabilitation last winter. 

Mr. Foranp. I am sorry that I did not have that honor, but I could 
not recall it and I wanted to be clear if the record stated Forand in- 
stead of Folsom. 

Dr. Krusen. It was Secretary Folsom. 

Mr. Foranp. Thank you very much. 

Doctor, I have followed your statement very closely and I find in 
it practically all of the same statements that have been issued from 
time to time by the American Medical Asociation which of course I 
expect because you are here ee for the association. 

Sut I have a few questions I would like to put to you and see if we 
can clarify a few things. What is the present position of the American 
Medical Association on old age and survivors insurance and disability 
programs in general? Are you for or are you against? And, why? 

Dr. Krusen. As I mentioned, sir, the association has never opposed, 
did not originally oppose, the Social Security Act of 1935, and has not 
opposed amendments insofar as the floor basis was continued. 

We have even been interested in some of these matching programs 
under OASI. For this particular job that Dr. Judd mentioned that 
I have with the National Council on Vocational Rehabilitation we do 
use such funds. 

We have opposed H. R. 7225 when it was introduced 2 years ago 
because we felt that it had some implications which were not in the 
best interest of the public. 

Mr. Foranp. Of course, you realize that your statement is quite at 
variance with the general understanding throughout the country that 
the American Medical Association has been opposed to social security 
from its beginning and to all of its improvements. 

Dr. Krusen. We can only refer you to the record on the legislation 
and the action of the American Medical Association on such legis- 
lation. 
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Mr. Foranp. If you have any kind of a record that you can show 
where you were for and against, and care to include it in the record 
we would like to have it. 


Dr. Krusen. We will be glad to submit such information with your 
permission. 


Mr. Foranp. We would be very happy to have it for the record. 
(Information asked for above follows :) 


AMERICAN MEDICAL ASSOCIATION, 
Chicago, IU., July 2, 1958. 


Hon. Wrzsvr D. MILts, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


DEAR Mr. Mitts: During the presentation of testimony before your committee 
by Drs. Larson and Krusen on behalf of the American Medical Association on 
June 25, a request was made for— 

(a) A copy of the report of the commission on medical care plans, and 
(6) A history of the position of the American Medical Association con- 
cerning the Social Security Act since its passage in 1935. 

Three copies of the report * of the commission on medical care plans have since 
been delivered to your committee by our Washington office. The following is a 
listing of the actions taken by the American Medical Association concerning the 
Social Security Act since its enactment in 1935: 

1. We have consistently opposed the compulsory coverage of physicians under 
title II of the Social Security Act. We have not opposed voluntary coverage. 

2. We have opposed any amendments to the Social Security Act which would 
establish a national compulsory health insurance program such as was embodied 
in the original Murray-Wagner-Dingell bills. 

3. We have opposed amendments to the Social Security Act involving total 
and permanent disability benefits. This includes disability payments as author- 
ized in 1957 and the “waiver of premiums” provisions based on total and per- 
manent disability as enacted in 1954. 

4. We have opposed any program of Federal hospital and surgical benefits 
under the Social Security Act as provided for in H. R. 9467, 85th Congress. 

5. We have supported the examination and certification of recipients of aid 
to the blind by doctors of medicine skilled in the diseases of the eye. 

A review of our statements to Congress since 1935 on the social security pro- 
gram reveals the following: 

1. During the hearings on the original social security legislation before the 
House Ways and Means Committee in January and February of 1935, Dr. Walter 
Bierring appeared representing the American Medical Association. His com- 
ments dealt only with title VIII of the pending bill having to do with Federal 
assistance to State public health programs. We supported this proposal. No 
position was taken on the proposed Social Security Act as a whole. 

2. On February 28, 1950, the association testified on H. R. 6000, 8ist Congress, 
before the Senate Committee on Finance. This bill dealt with the institution of 
a compulsory permanent and total disability program under the Social Security 
Act. We opposed this legislation. 

3. On April 6, 1954, we testified before the House Ways and Means Committee 
on H. R. 7199, 83d Congress, a bill which would have placed physicians under 
the OASDI program and which would also allow waiver of premiums for perma- 
nent and total disability. This legislation was opposed. 

4. On February 23, 1956, the association testified before the Senate Finance 
Committee concerning H. R. 7225, 84th Congress. Our testimony was restricted 
to the portion of the bill which authorized payment for permanent and total 
disability to certain social security recipients. We opposed this provision. 

5. On April 24, 1956, a letter was sent by the American Medical Association to 
the House Ways and Means Committee expressing our opposition to H, R. 9091 
and H. R. 9120, 84th Congress, bills to establish a separate category under the 
public assistance provisions of the Social Security Act for the matching by the 
Federal Government of payments made to public assistance recipients for 
medical care. 


2 This report is on file with the committee. 
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As you can see from this summary, the positions of the American Medical 
Association on the Social Security Act have been restricted to the inclusion of 
physicians under title II of the act and to the grafting on to the Social Security 
Act of medical-type programs. We have never taken a position regarding the 
social security tax rate, the taxable wage base, or the level of dollar benefits 
under the act. We did not oppose the passage of the original act or any subse- 
quent amendments which adhered to the original basic concept of a floor-of- 
protection cash benefit program. 

If you desire any further information on this subject, please let me know and 
we will be happy to comply. 

Sincerely, 
F. J. L. BLAstnGAmgE, M.D., 
Executive Vice President. 

Mr. Foranp. You regard my bill, as I understand from all the pub- 
lications of your association, as “socialized medicine.” 

Dr. Krusen. Mr. Forand, I personally feel and I think the members 
of our association feel that you have done a real service in introducing 
this bill and stimulating interest in the field. However, we do not 
believe that this bill is the solution of the problems of the aged. 

Mr. Foranp. It may not be the complete solution, but I imagine that 
you will agree with me that it has stirred up enough interest so that 
we may get that solution. 

Dr. Krusen. Very definitely, sir. I think it has been a real service. 
We have had a great continuing interest in the problem of the aged as 
is pointed out over a number of years and this is helping to push along 
the public interest in this field and I think this is an important con- 
tribution and a valuable one. 

Mr. Foranp. Apparently it is costing your association a lot of money. 

Dr. Krusen. I am not familiar with the financial! structure. I can- 
not answer this question. 

Mr. Foranp. You may be interested in what I clipped from the 
ticker on June 26. It is dateline California. I am not going to read 
all of it but just this pertinent little part here: 

On the expense side the organization increased its public relations budget by 
one-third, pushing it $499,906. It cost more last year to run the Washington 
office of the AMA, hub of the battle to fight socialized medicine. That operation 
cost $249,000 to carry out its assignment. 


I became interested and I checked the records of the Clerk of the 
House on the lobby report of the AMA and I find that over a period 
of 10 years the lobby report shows the AMA to have spent $3,915,- 
318.64. 

In the years 1949 and 1950 it exceeded $1 million. In fact, in 1949 
one-thousand-five-hundred-odd dollars, and in 1950 $1,326,000. So 
apparently it is costing your organization a lot of money for this 
lobby proposition, especially when you say that you are fighting 
socialized medicine. 

I would like to have your definition of “socialized medicine” as 
interpreted by your organization. 

Dr. Krusen. Mr. Forand, you mentioned this lobby of the Ameri- 
can Medical Association. I believe that over the years this has been 
a very good lobby; starting with 1847, when the American Medical 
Association was first formed and three doctors came before the Federal 
Legislature to oppose antivivisection, 

The lobby has done one thing after another to improve the health 
of this Nation. They have promoted and supported such legislation 
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as the Food and Drug Act, as the Hill-Burton Act, and other impor- 
tant constructive pieces of legislation which have been extremely 
important in the “eg of the people of this Nation. 

Mr. Foranp. I do not mean to infer that all of that money is 
spent the wrong way, but I would not admit that it all has been 
spent the right way either. 

Dr. Krusen. Everyone makes decisions one way or another. I 
think that the medical profession has sincerely over the years been 
struggling for the very best possible health of the Nation, to persuade 
the Government of this Nation to do those things which we as doctors 
feel are in the best interests of the public. 

Mr. Foranp. Will you give me the definition of “socialized medi- 
cine” as interpreted in your organization ? 

Dr. Krusen. Perhaps Dr. Larson can give a definition as interpreted 
since he ischairman of the board. 

Dr. Larson. Mr. Forand, I think it is very difficult to define “social- 
ized medicine.” I know of nothing in the record of our association 
that would spell out what the association thinks is socialized medicine. 

Mr. Foranp. Dr. Allman labeled my bill “socialized medicine.” I 
would like to know just what you mean by “socialized medicine.” 

Dr. Larson. He was speaking as the president of the American 
Medical Association and as an individual, sir. 

My concept of socialized medicine-—— 

Mr. Foranp. Now wait a minute, he was speaking as president of 
the organization and made those statements publicly as well as within 
the confines of your meeting. 

Dr. Larson. Yes, sir. 

Mr. Foranp. Therefore, the association must ac cept the responsi- 
bility for my bill having been labeled “socialized medicine,” and I 
think it is fair that you should tell us what “socialized medicine” 
means. 

Dr. Larson. We feel that socialized medicine is a system under 
which the Government provides medical service with Government 
funds. 

Mr. Forann. With Government funds ? 

Dr. Larson. Yes, sir. 

Mr. Foranp. Do you consider the social-security trust fund to be 
Government funds ? 

Dr. Larson. Pardon? 

Mr. Foranp. Do you consider the social-security trust fund to be 
Government funds ? 

Dr. Larson. Yes, sir. The fund is built up through taxation ond 
tomy way of thin king that is Government funds. 

Mr. Foranp. To your way of thinking? 

Dr. Larson. Yes, sir. 

Mr. Foranp. But you know that cannot be used as a general fund 
of the Treasury. 

Dr. Larson. I know that. 

Mr. Foranp. It is for a very special purpose. It is contributed to 
"8 the people who are to be the beneiigharter. 

Pasion. That is right. 

Mr Foranp. How about premiums on insurance? The insurance 
companies have a similar setup ; do they not? 

Dr. Krusen. May I comment on that ? 
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Mr. Foranp. Yes, sir. I want all of you to feel free when I put a 
question to answer it. I do not care which one answers it. 

Dr. Larson. I think, Mr. Forand, the concern of the medical pro- 
fession is that here you are providing regulated services, hospital and 
medical surgical services, whereas with the insurance arrangement 
funds are paid directly to the patient and the doctor and the hospital 
are not involved. You see, you bring in a third party which makes 
a very serious concern to the medical profession. 

Mr. Foranp. Are you opposed to the vendor system used on public 
assistance / 

Dr. Krusen. The term “vendor system” to an ordinary doctor is 
hard to understand. 

Mr. Foranp. You get your pay directly from the Blue Cross, you 
are paid directly from the public-assistance departments rather than 
through the patient. 

Dr. Krusren. The doctors themselves have run the Blue Shield and 
Blue Cross programs. They area nonprofit program, 

Mr. Foranp. But you get your money through a third party. 

Dr. Krusen. In this particular instance; yes. 

Mr. Foranp. What is the difference ? 

Dr. Krusen. The doctors run their own program and regulate it 
themselves. 

Mr. Foranp. How about the public-assistance program ? 

Dr. Krusen. The public-assistance programs are financial rather 
than providing services as your bill would. 

Mr. Foranp. You still get your fee from the public-welfare de- 
partments. 

Dr. Krusen. The fee is one thing. It is the providing of service 
that is the major concern that is included in your bill. 

Mr. Foranp. I hand you this copy of my bill and I would like to 
have any one of you point out for me a section that is socialized medi- 
cine. 

Dr. Krusen. I have a copy of your bill here and have read it. The 
Government regulations of the expenditures, the specification that 
the Secretary of Health, Education, and Welfare shall specify that 
only certain surgeons may provide services. 

It says specifically in your bill that the surgeons to provide the 
service must be members of the American College of Surgeons or 
members of the American Board of Surgery. This is specific social- 
ization in my opinion and I think in the opinion of my colleagues in 
the profession. 

e specific statement that certain types of hospitals and nursin 
homes are to be provided under Government regulations is socialize 
medicine. 

Mr. Foranp. Would you people prefer that this be wide open and 
that any quack can come in as a doctor or any broken-down hospital 
or any broken-down nursing home be utilized ? 

Dr. Krusen. There are other ways of regulating such services. As 
a matter of fact, we feel that any Federal supervision of medical and 
hospital care is socialization. 

r. Foranp. Has your organization come up with any alternative 
or any suggestion for making changes in that ? 








902 SOCIAL-SECURITY LEGISLATION 


Dr. Krusen. We have and I thought I had just brought to your 
attention an organized program for the solution of the problems of the 
aged which we think can be solved and we hope to progress rapidly 
with the work of this committee on improvement of the care of the 
aged. 

Mr. Foranp. Is not the food and drug program one that is super- 
vised by the Federal Government ? 

Dr. Krusen. Yes, on a State and national level in general terms. 
It does not deal specifically with the individual care of the individual 

atient. 

. Mr. Foranp. Do these other programs fall within your definition 
of “socialized medicine”—various veterans’ programs administered by 
the Veterans’ Administration, both service- and non-service-connected 
disability ? 

Dr. Krusen. Yes; very definitely. 

Mr. Foranp. You call that socialized medicine? 

Dr. Krusen. Yes. 

Mr. Foranp. How about the armed services medical care ? 

Dr. Krusen. Yes, very definitely. 

Mr. Foranp. Workmen’s compensation programs ? 

Dr. Krusen. Yes, toa certain extent also. 

Mr. Foranp. Charges were made in 1956 that the Federal disability 
insurance proposal would lead to socialized medicine. Do you con- 
sider that disability insurance is socialized medicine, too ? 

Dr. Krusen. We felt that it would lead to it, to a certain extent ; yes. 

Mr. Foranp. Youstill feel that way ? 

Dr. Krusen. Toa certain extent; yes. 

The statement was that it would lead to socialized medicine, not 
that this was per se socialized medicine. 

Mr. Foranp. Do you feel that it has lead to that? 

Dr. Krusen. It seems very definitely to be leaning toward it, sir. 

Mr. Foranp. There has been formed a joint council to improve 
health care of the aged. When was that organized ? 

Dr. Krusen. That was organized, I believe, in April of this year. 
It had been under the process of planning for some time before this 
and we are now proceeding aggressively to develop this program 
which we feel is very important. 

We feel that your bill has been the stimulating factor along with 
other things that have interested us in this whole problem. 

Mr. Foranp. I believe that you heard me a few moments ago when 
another witness was on the stand pay you people a compliment for 
publicizing my bill, although you did not No it in the way I liked, 
particularly when you put out this fact sheet. 

Dr. Krusen. We did, however, give you, as you know, a chance to 
reply to this statement in our own journal and passed out your reply 
to every member of our association so that both sides of the argument 
would be placed before the entire medical profession. 

Mr. Foranp. Have you corrected in any way the misleading and 
untrue statements that were contained in this fact sheet ? 

Dr. Krusen. We do not believe that they are misleading and untrue, 
but we did give you the opportunity to give your reply, sir. 

Mr. Foranp. It was a very short one. I asked for additional space, 
but I did not get it. That is the very reason why I insisted that my 
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statement explaining the bill be placed in the record just before you 
people came on. I wanted both sides, of course, to appear. 

I think in fairness to all that is the way that it should be. 

Dr. Krusen. We agree. 

Mr. Foranp. I am glad that we are not fighting, but rather talking 
this thing out. 

Dr. Krusen. I think we are all of us everywhere seeking a solution 
to this serious problem of the aged. I think that there is a need for 
great study of this problem. 

Mr. Foranp. We are all aiming at the same goal, that I know. 

Dr. Krusen. Yes, we all are. The medical profession is devoted 
to the care of the sick. This is our life’s dedication and naturally we 
want to see that they get the best possible care. 

It happens that we do not believe that the Forand bill as it now is 
stated is the solution, sir. 

Mr. Foranp. The one thing that grieves me is the fact that the 
AMA has been, you might say, blindly just simply opposing this bill 
without coming up with anything definite or concrete as an alternative 
except that “we are going to study.” We have been studying for so 
long that it is about time something is done. 

Dr. Krusen. I think, sir, we are making very concrete progress in 
solving many of these problems. I thought I brought out in my testi- 
mony a number of places in which great progress was being made. 

Mr. Foranp. Yes, it is progress, very, very slow progress. In the 
meantime we have any number of these aged persons who are suffering. 

Dr. Larson. Mr. Chairman, I pledge to you, sir, that as chairman of 
the board of trustees I will devote my energies to the solution of this 
problem in addition to that of medical care plans in general. It hap- 
pens that I am chairman of the commission on medical care plans. If 
you would be interested, I think you would, we will be glad to send you 
volume 2, which we believe is the best and most complete statistical 
analysis of the medical care plan problems insofar as coverage, the 
number of plans, how they operate, and so forth, that has been pro- 
duced to date. 

Mr. Foranp. I would be very happy to have that and I am most 
thankful to you for your pledge of cooperation. 

The CuarrMan. Will you yield to me? 

Mr. Foranp. Yes. 

Dr. Larson. This is my primary interest and I rise or fall in the 
American Medical Association on what happens. 

The Cuairman. In addition, Dr. Larson, to the copy that you will 
make available to Mr. Forand, may I suggest that you make 2 or 3 
copies available to the committee ? 

Dr. Larson. Yes, sir. 

Mr. Baker. Will the chairman yield? 

The Cramman. Yes. 

Mr. Baker. Mr. Chairman, I ask unanimous consent to insert into 
the record a policy statement of the Knoxville Academy of Medicine. 

The CuarrMan. Without objection, that will appear in the record 
immediately following the statement of these gentlemen and also the 
policy statement of the board of trustees of the Tennessee State Medi- 
cal Association, the Texas Medical Association, and the Washington 
State Medical Association. 
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Mr. Foranp. May I say right here that some of my relatives are 
physicians so I know your side of the story pretty well. Also, I can 
honestly say that I am friendly with all doctors in my State and many 
throughout the country. I do not want to fight with the doctors. T 
want their help. That is why I appreciate what you have already 
told me that you will furnish us with and your pledge of cooperation. 

However, I must say that in all frankness, not only among the 
medical doctors but also among the dentists and other groups through- 
out my State and elsewhere I ‘have been approached by them as indi- 
viduals and they have written to me stating they are members of the 
AMA, but the policy of the AMA does not alw: ays agree with them, 
and that many of dts heartily support my bill and. many of them 
want coverage, social security coverage for doctors. 

It is still the position of the AMA, if I understand it properly, that 
you are opposed to social security coverage for doctors. Is that 
correct ? 

Dr. Larson. Yes, sir; that received a great deal of attention at this 
recent session of the American Medical Association that was just con- 
cluded yesterday. 

Yesterday, according to the information I received over the tele- 
phone this morning, the house of delegates reaffirmed its position in 
opposition to compulsory inclusion of physicians under social security. 

Mr. Foranp. I want you to take a look at this pile of cor respondence 
that has come into the Ways and Means Committee in the past few 
days. That represents letters, telegrams, communications from al] 
parts of the country, in fact, every State in the Union, showing that 
2,163 doctors are in favor of being covered under social security and 
only 135 are opposed to it. 

How do you people arrive at your policies? You make a policy 
decision, of course. Is that done in an open meeting? Is that done 
by a small board? Just how are the policies of your organization 
made up? 

Dr. Larson. Mr. Forand, the policies of the American Medical 
Association are established in the same way as the laws are established 
in the United States of America. In other words, Mr. Forand, you 
represent the people of your district. You are elected by them to 
serve in this House. In our organizational pattern every State has 
at least one representative in our house of delegates. He is chosen by 
the house of delegates of his State association. 

In that house, in turn, members are chosen by the individual county 
and in some instances district medical societies such as we have out 
in our county. I think there are 13 counties in our district because 
there are so few physicians there. 

We consider that our house of delegates is a democratic organiza- 
tion and that it speaks for the profession because about 80 percent of 
the doctors in this country belong to the American Medical 
Association. 

We have realized that this matter of inclusion of physicians on social 
security is a controversial issue, and, as I just mentioned, several reso- 
lutions were brought into our house of delegates this w eek which ask 
for the inclusion of physicians preferably on a State level. 

It was given a tremendously important part in the deliberations in 
the reference committee. They had to use one of the largest halls 
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in the Palace Hotel to accommodate the crowd. The reference com- 
mittee brought in its report, and I understand from what I learned 
this morning that the association turned down the resolutions which 
would have called for compulsory inclusions of physicians. 

So it is the policy, sir, to date to oppose compulsory inclusion. We 
believe that it has been arrived at under democratic processes. 

Mr. Foranp. Has your association ever taken a survey or should 
I say a poll to give every member of your organization an opportunity 
to express himself, or do you just limit it to these delegates that come 
in? 

Dr. Larson. No; we have never taken a national poll, but we have 
requested each State to conduct their own poll. You see, we are a 
federation. There have been differences of opinion as to the efficacy 
of that particular poll that was conducted. Some people got con- 
fused in the first poll that was offered. 

In the second one, particularly in Connecticut, again, I think the 
questions that were asked were very definite. The majority there, to 
be frank with you, Mr. Forand, w vho answered the questionnaire in 
Connecticut were in favor of inclusion. But, as it was brought out, 
the return on the questionnaire was so poor that: it represented only 
about 20 percent of the doctors who were in favor of inclusion. 

Mr. Foranp. I spoke at, a meeting of medical men some time back 
and as a group they were carrying out the policy of the AMA. How- 
ever, I have had any number * particularly among the young doctors, 
who pleaded with me not to reveal who they were but “couldn’t I do 
something ?” 

They realize that the benefits of social security to an older man 
perhaps does not mean much because he has long been in the profes- 
sion, he has had a chance to provide for his family, and so forth. But 
the younger fellow is thinking of his family while he is building up 
his profession. He is thinking of those survivors should something 
happen to him. That seems to be what is urging them on. They 
are vitally interested. 

That is why I was wondering just how you arrived at your policies. 

Dr. Larson. May I suggest, Mr. Forand, that when the younger 
men speak to you about that, that you ask them first, “Do you attend 
a meeting of your county medical society? If you do not, you had 
better get in there and tell them what you want.’ 

That is the way to lick this thing. If the majority of the members 
in the younger group who are coming on now, we are glad of it, those 
oldsters, if they want social security inclusion all they have to do is 
gu to the meetings and vote for it in the local county society. 

That county society is going to send their delegates to the State and 
they then will be able topress their point. 

When the time comes that a sufficient number of those delegates are 
in favor of it, we are going to have inclusions. 

One of the doctors in my State wrote me and he asked me why I was 
keeping him out of social security. I wrote him and said I had noth- 
ing to do with that. “Will you please write the delegate of the 
American Medical Association.” 

We have only one, so he represents all the doctors. 

Mr. Foranp. Doctor, I have taken a lot of time here. I have a 
lot more that I could ask but I think in view of the time element I 
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will have to postpone them, replying upon your pledge of cooperation. 

Dr. Larson. Yes, sir. 

Mr. Foranp. And thank you and all of the men with you for having 
come here. 

The Cuamman. Are there any further questions? 

Mr. Karsten. Mr. Chairman, I have a question or two I would like 
to ask. 

Doctor, the position of the American Medical Association on this 
legislation, according to your statement, appears to be made more or 
less on ethical grounds and the ancient relationship that has always 
existed between physician and patient. Am I correct in that assump- 
tion ? 

Dr. Krusen. I think in part this is so; yes, sir, Mr. Karsten. 

Mr. Karsten. How would this bill affect that relationship ? 

Dr. Krusen. The point that I made is that the Secretary of Health, 
Education, and Welfare according to the terms of the bill would 
specify which doctors could serve. The bill states specifically that 
there must be only a certain limited number of surgeons. They must 
be members of the American College of Surgeons. 

Mr. Karsten. If the patient desires to participate under the bill 
there will be some limit on his choice. However, is it not a fact that he 
would still have a right to go to any doctor of his choice outside of the 
provisions of the bill ? 

Dr. Krusen. No. Maybe I misunderstand you. You say he could 
go to another doctor ? 

Mr. Karsten. And go beyond the provisions of the bill, at his own 
expense. 

Dr. Krusen. Yes, he could at his own expense. 

Mr. Karsten. Actually then would it interfere with the doctor- 
patient relationship if the patient still had the right to go to any 
doctor of his choice? 

Dr. Krusen. I think they can definitely, yes, sir, because he is imme- 
diately faced with this problem of “Shall I accept this or shall I do it 
at my own expense ¢” 

There are also these rules as to the number of days and the number 
of days in each year that a patient may spend in one hospital or 
another. 

Mr. Karsten. I am interested in the relationship of the physician 
and his patient. It would seem to me that if the patient wished to 
avail himself of the provisions of this legislation he could go to a 
physician on the roll of the Secretary of Health, Education, and Wel- 
fare; if he did not so wish, he could go to some doctor of his choice. 

Dr. Krusen. Then he would be definitely limited right then and 
there. 

Mr. Karsten. He would be limited in that respect, but it would not 
preclude his right to go to any doctor. He would still have a free 
choice. 

Dr. Krusen. This is true in England under the social- security laws 
but still it is very definitely social security. 

Mr. Karsten. But he would still have a free choice to go to a doctor 
of his own choosing. 

Dr. Krusen. With limitation. 

Mr. Karsten. I donot see any limitation at all in that regard. 
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Dr. Krusen; If you paid for it. 

Mr. Karsten. Why, yes. 

Dr. Krusen. It isa limitation. 

Mr. Karsten. He would still have the free choice. He pays for it 
now. It would be his decision whether he wanted to pay for it or 
whether he wanted to accept it under this bill. 

Dr. Krusen. Yes; of course. 

Mr. Karsten. Is that correct ? 

Mr. Krusen. Yes. 

Mr. Foranp. Right on that point I may say that that was called to 
my attention some time ago, that I was trying to be a little skimpy 
limiting the scope. I have planned an amendment that would provide 
that any physician or surgeon licensed within his own State would be 
recognized because the American College of Surgeons informed me 
some time ago that many of the very able surgeons throughout the 
country are not certified by that organization. 

I was not aware of that fact at the beginning but I realize it and I 
am ready and willing to make the change. In fact, I am preparing to 
make an amendment to that effect. 

Mr. Karsten. May I ask, Would a patient then be entitled to select 
whatever physician he wishes ? 

Mr. Foranp. That is correct. 

Dr. Krusen. I think there is a restriction that the doctor must 
accept the regulations. 

Mr. Foranp. Of course. 

Dr. Krusen. Many physicians and surgeons might choose not to 
accept assignment under this bill. 

Mr. Foranp. That is true. We do not want to force the doctor to be 
part of this system if he does not want to. He has to have his own 
freedom just as the patient has. 

Dr. Krusen. This then introduces a restriction once more. 

Mr, Foranp. If he does not want to get into the system he is free 
not to join. That is the intent of the bill. 

Again, we thank you gentlemen for your contribution. 

Dr. Larson. Thank you, sir. 

(Information referred to follows :) 


Poticy STATEMENT OF THE BoARD OF TRUSTEES OF THE TENNESSEE STATE MEDICAL 
ASSOCIATION RELATIVE TO H. R. 9467 


It is well recognized that the medical care and the needs of the aged are 
posing an increasing number of problems which must be met. 

The medical profession of Tennessee has amply demonstrated its interest 
in the provision of medical care for the medically indigent, including the aged, 
by its sponsorship of the Tennessee bill, now law, for the hospitalization of 
the indigent, which legally forbids a professional fee during the period of 
hospitalization. 

On the other hand, the officers of the Tennessee State Medical Association, 
speaking for its membership, are opposed to the expenditure of tax moneys 
which furthers the move toward medical socialism. The opposition to the 
implementation of legislation such as the Forand bill is clearly stated in the 
attached resolution passed by the house of delegates of the association on 
April 22, 1958. 

The officers of the Tennessee State Medical Association feel that certain basic 
points should be met by any bill which proposes to spend Federal funds for 
medical care, be it the Forand bill or any similar bill which may be proposed 
inthe future. These are— 
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(1) That the need for proposed expenditures be determined by careful studies, 
not only by representatives of Federal agencies, but by qualified persons repre- 
senting groups of citizens concerned with the problems of the aged. (The present 
Joint Council To Improve the Health Care of the Aged, and its projected study 
is an example.) 

(2) That the responsibility for the disbursement of Federal funds for medical 
care be delegated to that agency within the respective States best qualified 
to perform this function, and not necessarily to the State agency responsible 
for the administration of other welfare programs dependent to any extent upon 
Federal moneys. The agency so designated by the State should insure the 
determination of individual needs and provide for medical care. 

(3) That the appropriation of any such Federal funds be made contingent 
upon such funds being matched by the States. 

Thereby two important functions are assured: (a) The expenditure of funds 
for care of the medically indigent can be honestly and equitably fulfilled if 
accomplished by the proper State agency after the true medical and economic 
needs of the individual have been determined by an investigation made locally ; 
(b) by the requirement that Federal funds be matched by State funds in equal 
ratio, Congress and State legislatures are less likely to waste tax moneys. 

(These are not theoretical assumptions. Their actualities have been well 
demonstrated in recent months in Tennessee. By a well-established law, spon- 
sored by the Tennessee State Medical Association, tax moneys expended for 
health needs in Tennessee were formerly disbursed only by the Tennessee De- 
partment of Public Health. There has been a field demonstration recently of 
the sharp contrast between providing needed medical care for the medically 
indigent under the indigent-hospitalization program administered by the depart- 
ment of public health and the newer welfare hospital assistance program 
administered by the Tennessee Department of Public Welfare. The latter has 
been wasteful because of the hospitalization of patients without regard to medical 
need and prognosis. This has led not only to a wastage of funds but also to the 
overburdening of local hospital facilities by careless selection of cases, thus 
depriving others of needed attention. ) 

In a broader sense, an inherent evil in the Forand bill is the incorporation of 
provisions which tend to relegate to the Federal Government the responsibility 
for providing that type of care and comfort to individuals which in many 
instances could be and should be provided by the individual's immediate family 
or by his local community. To this extent, the Forand bill leans heavily in the 
direction of the welfare state. 

Another equally disturbing feature is the failure of the Forand bill to make 
provisions for important factors which vary from area to area and region to 
region throughout the United States. It is an attempt to impose a uniform 
system of benefits upon our Nation’s citizens without regard to the ethnic, 
social, and economic conditions prevailing within the regions in which they 
live. 

The Tennessee State Medical Association well recognizes that if it is not the 
Forand bill, it will be another of similar vein which will confront the public 
and the medical profession next year, and the following year and so on into 
the future. Therefore, the doctors of Tennessee believe it is not too early to 
direct constructive thinking toward the contributions of organized medicine 
in the drawing up of the laws of the future, and to apply this same philosophy 
in retrospect to laws already in existence. Tennessee speaks not in theory 
but. rather from experience. 

JAMES C. GARDNER, M.D., 
President, Tennessee State Medical Association. 


RESOLUTION 4, TO HOUSE OF DELEGATES, 1958 


Whereas a plan for hospitalization of the medically indigent was originated 
in the public service committee of the Tennessee State Medical Association in 
1951 ; and 

Whereas the Tennessee Legislature made available a token appropriation in 
1953 and in 1955 to implement the program, with 84 of Tennessee’s 95 counties 
voluntarily participating in the program by the end of the second year; and 

Whereas in January 1957, recognizing that the appropriation by the State 
legislature for hospitalization had been grossly inadequate and all attempts to 
obtain the necessary increase in funds had met with failure, at the request of 
Gov. Frank Clement, the board of trustees of the Tennessee State Medical 
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Association, considered the use of Federal moneys under Federal Law 880 to 
supplement available State funds ; and 

Whereas after due consideration the following resolution was passed at the 
time: “That the board of trustees approve the plan to use Federal funds to 
implement the present Indigent Hospital Act, with the administration to be 
carried out through the State health department” ; 

Whereas at a subsequent meeting of the public health council it was learned 
for the first time that the department of public welfare, by Federal law, must 
administer the Federal funds, thus creating the necessity for a division of the 
program ; and 

Whereas the new public assistance hospital program has the following charac- 
teristics: (1) It is administered exclusively by the department of public welfare. 
(2) It is financed as a hospitalization insurance program with premiums con- 
tributed by the State, county, and Federal governments with the counties con- 
tributing on a nonvoluntary basis. (3) Local control in the form of a screening 
committee does not exist since all persons who receive aid from the department 
of public welfare, are entitled to hospitalization if certified as medically neces- 
sary by the local medical review officers ; and 

Whereas the program has proved wasteful of both Federal and State funds and 
has resulted in an overload of patients applying for hospitalization. With the 
public assistance hospital program being controlled at the State level and Federal 
law prohibiting the utilization of screening committees at the county level to 
determine actual indigency with respect to need for hospitalization; and 

Whereas the Public Service Committee of the Tennessee State Medical Asso- 
ciation has unanimously expressed its disapproval with the vendor payment plan 
of the public assistance hospital program as administered by the Tennessee 
Department of Public Welfare: Therefore be it 

Resolved, That the house of delegates instruct the legislative and public policy 
committee to sponsor legislation in the 1959 general assembly to maintain the 
original indigent hospital program at the appropriation level of the present 
combined State and county programs; be it further 

Resolved, That the legislative and public policy committee sponsor legislation 
to amend the Code of Tennessee so that it will preclude the use of Federal funds 
as presently administered by the Tennessee Department of Public Welfare for 
a direct vendor payment program to the hospitals; be it further 

Resolved, That the house of delegates reaffirms the doctrine of the original 
indigent hospital program as administered by the Tennessee Department of Public 
Health, to wit, the doctors of medicine of the State of Tennessee will provide 
without cost, professional medical service to such patients as are determined by 
local screening committees to be financially unable to pay the cost of hospital care 
and treatment, and will continue to assist such persons in obtaining hospitaliza- 
tion. 

Adopted: April 22, 1958. 


PoLicy STATEMENT OF THE KNOXVILLE ACADEMY OF MEDICINE RELATIVE TO H. R. 
9467 


Aware of the committee hearing in the immediate future on H. R. 9467 the 
Knoxville Academy of Medicine, whose membership comprise over 95 percent of 
the medical profession of the counties of Knox, Grainger, Union, and London have 
authorized this statement of policy which they hope will be presented through 
their congressional Representative to the membership of the House Ways and 
Means Committee. 

Our membership, consisting largely of general practitioners of medicine, are 
acutely aware of the need for medical care of the general population and recognize 
the necessity for increased need of hospital and medical attention for the indigent 
and the increasing number of the aged population. Cognizance of these needs led 
us in 1958 to actively support a State indigent bill which made provision for 
meeting these needs through county and State financial contribution and the 
pledge of support of the State medical profession, given without cost to the county 
or the State. 

We as a group of physicians are opposed to Federal provision of medical care 
to any segment of the population that can be effectively provided by other means. 

We are opposed to the present proposed Forand bill because we believe it 
basically unsound. The supervision of eligibility is less effectively provided for 
than could be set up by a program controlled locally or statewise. The inadequate 
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control of eligible participants leads to unnecessary utilization of bedspace, which 
even now is inadequate in most areas, and the added unnecessary occupancy would 
further reduce the available beds needed for more urgent and more laudable 
purposes. 

We are opposed to the present bill because the execution as provided is delegated 
to a department not primarily trained in administration of health activities. 

We are opposed to the proposed approach of medical care problems because we 
feel basically medical care should be a family, a local, or a State affair and we 
feel it can be done more effectively and more economically by means other than 
through Federal authority. 

We wish to register our opposition to this bill in strongest terms. 

RALPH Moncer, M, D., 
Executive Secretary. 
R. B. Woop, M. D., 
Chairman, Special Committee. 





RESOLUTION—OPPOSITION TO FORAND BILL 


Whereas the Forand bill (H. R. 9467) would provide socialized medical care 
for a large segment of the population ; and 

Whereas the Forand bill would greatly accelerate the intrusion of the Federal 
Government into the entire area of health care; and 

Whereas the Supreme Court of the United States has ruled that “it is hardly 
lack of due process for the Government to regulate that which it subsidizes ;” and 

Whereas such regulatory power is detailed in the Forand bill with said power 
vested in the Secretary of Health, Education, and Welfare and a National Ad- 
visory Health Council; and 

Whereas the Forand bill would quickly and inevitably lead to a comprehensive 
compulsory Federal medical care plan and complete and total socialization of 
medicine in this country; and 

Whereas medical care controlled by a centralized Government inevitably and 
quickly leads to a deterioration of the quality of medical care given; and 

Whereas no evidence has been presented that the persons whom the Forand 
bill purports to benefit are not already adequately cared for: Therefore be it 

Resolved, That the Texas Medical Association, in regular business session 
assembled, does emphatically and without reservation oppose the enactment of 
the Forand bill and legislation similar in philosophy and intent; and be it 
further 

Resolved, That the Texas Medical Association does hereby instruct its officers, 
both elected and otherwise selected, to not enter into any contracts or renew 
any existing contracts which make a governmental organization and the Texas 
Medical Association parties thereto when the purpose of such contract is the 
offering of medical care to any group of citizens; and be it further 

Resolved, That a copy of this resolution be spread upon the minutes of this 
meeting and that copies be sent to Senators Lyndon Johnson and Ralph Yar- 
borough, to Representatives Albert Thomas and Martin Dies, and to all members 
of the House Ways and Means Committee ; and be it further 

Resolved, That the Texas Medical Association delegates to the American Medi- 
cal Association be instructed to propose this resolution to that body for considera- 
tion at the earliest possible date. 


RESOLUTION-—SUPPORT OF JENKINS-KEOGH PLAN 


Whereas the self-employed person must establish his own retirement program 
without tax deduction and without preferential tax treatment for the moneys set 
aside for that purpose ; and 

Whereas for many years Congress has given favored tax treatment to pension 
plans established by employers for their employees; and 

Whereas the Jenkins-Keogh plan would provide a tax deferment to the self- 
employed on a portion of their income deposited in certain restricted and regulated 
retirement programs; and 

Whereas taxes that discriminate against self-employed individuals in favor of 
employees discourage self-employment, self-reliance, and individual initiative ; 
and 
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Whereas it is in the national interest for citizens to provide for their own 
retirement rather than look to Government agencies for old-age or retirement 
assistance: Therefore be it 

Resolved, in the interest of fairness and equality to the 10 million self-employed 
individuals, That the Texas Medical Association, in regular business session 
assembled, endorses the principle of the Jenkins-Keogh plan; and be it further 

Resolwed, That a copy of this resolution be spread upon the minutes of this 
meeting and that copies be sent to Senators Lyndon Johnson and Ralph Yar- 
borough, to Representatives Albert Thomas and Martin Dies, to all members of 
the Senate Small Business Committee, and to all members of the House Ways and 
Means Committee ; and be it further 

Resolved, That the Texas Medical Association delegates to the American 
Medical Association be instructed to propose this resolution to that body for 
consideration at the earliest possible date. 





RESOLUTION—OPPOSITION TO INCLUSION OF PHYSICIANS IN SocraL SECURITY 


Whereas we stand firm on the principle of security through personal initiative 
and will not yield to the temptation of personal gain at the expense of future 
generation, or political expediency : Therefore be it 

Resolved, That the Texas Medical Association, in regular business session 
assembled, unequivocally opposes the inclusion of the self-employed physician 
in the social-security system ; and be it further 

Resolved, That a copy of this resolution be spread upon the minutes of this 
meeting and that copies be sent to Senators Lyndon Johnson and Ralph Yar- 
borough, to Representatives Albert Thomas and Martin Dies, to all members of the 
House Ways and Means Committee and the Senate Finance Committee; and be 
it further 

Resolved, That the Texas Medical Association delegates to the American 
Medical Association be instructed to propose this resolution to that body for 
consideration at the earliest possible date. 


Texas MEpICcCAL ASSOCIATION, 


Austin, Tex., June 11, 1958. 
Hon. Writeur D. MIZLs, 


Representative in Congress, Washington, D. C. 


DEAR CONGRESSMAN MILLs: As you are well aware, hearings on the Forand bill 
(H. R. 9467), as well as numerous other social-security amendments, will be held 
by the House Ways and Means Committee starting June 16. 

The Forand bill, as we view it, is a political solution to a health problem. It is 
strongly opposed in this State by those organizations which are primarily con- 
cerned with health care—the Texas Medical Association, the Texas Hospital 
Association, and the Texas Pharmaceutical Association. 

For your consideration, permit me to submit an evaluation of this legislation 
by the 8,000 doctors of medicine in this State, as expressed by the policymaking 
body of the Texas Medical Association. You will find attached a copy of a state- 
ment which we have asked Representative Frank Ikard, a member of the House 
Ways and Means Committee, to place in the hearing record. The basis of our 
opposition to this proposal is as follows: 

1. The Texas Medical Association is opposed to Federal intervention in medi- 
cine because it is detrimental to the personal, doctor-patient relationship and 
to good medical care. 

2. The Forand bill will not solve the problem of financing medical care for the 
aged : it will create new problems in hospital care. 

3. The Forand bill could bankrupt the social-security program and jeopardize 
the basic retirement incomes of millions of Americans. 

4. The Forand bill would mean higher taxes and less take-home pay. 

5. The Forand bill is hasty, ill-conceived legislation based upon inadequate 
knowledge. 

6. Hospital and surgical services for older persons can and should be handled 
in keeping with the American traditions of free enterprise. 

May I also point out that the Texas Medical Association is on record in opposi- 
tion to inclusion of physicians in the retirement features of social security. In- 
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stead, we strongly endorse the principles of the Jenkins-Keogh type bills, which 
we trust will merit your favorable consideration. Resolutions on these subjects, 
as adopted by our house of delegates, are attached. 

Permit me to express my sincere appreciation for any consideration which you 
may choose to give to these expressions in evaluating the legislative proposals 
which now are being considered by the House Ways and Means Committee. 

Best wishes. 

Cordially yours, 
C. LINCOLN WILLISTON, 
Executive Secretary. 


TEXAS MEDICAL ASSOCIATION, 
Austin, Teras, June 9, 1958. 
Hon. FRANK IKARD, 
Representative in Congress, Washington, D. C. 

DEAR CONGRESSMAN IKARD: With hearings on the Forand bill (H. R. 9476) 
scheduled to begin on June 16 before the House Ways and Means Committee, 
permit me to submit for your consideration an evaluation of this legislation by 
8,000 doctors of medicine in this State, as expressed by the policymaking body 
of the Texas Medical Association. 

We recognize, of course, that the limited period designated for hearings on 
numerous social security amendments will not permit all individuals and organi- 
zations which wish to testify to do so. Therefore, we will be most grateful if you 
will ask the chairman to include this written statement in the hearing record. 

As you are well aware, the Forand bill proposes . program of Government 
hospital and surgical care for approximately 13 million social security claimants, 
principally persons over 65. 

The Forand bill, as we view it, is a political solution to a health problem. It 
has been drafted by those with nonmedical backgrounds, and is supported by the 
AFL-CIO. It is strongly opposed in this State by those organizations which are 
primarily concerned with health care—the Texas Medical Association, the Texas 
Hospital Association, and the Texas Pharmaceutical Association. 

The Texas Medical Association’s committee on problems of the aging, as well 
as other committees, have been very much interested in the health care of the 
aging for many years. Our council on medical jurisprudence has studied the 
provisions of the Forand bill very carefully during the past year. Following 
consideration of recommendations of these councils and committees, the Texas 
Medical Association—by vote of its 200-member house of delegates at Houston on 
April 20, 1958—went on record as unequivocally opposed to this legislation. 
Permit me to endeavor to summarize the basis of our opposition : 

1. The Texas Medical Association is opposed to Federal intervention in medi- 
cine because it is detrimental to the sacred doctor-patient relationship and to 
good medical care. We believe that illness is a personal problem which is of 
primary concern to the patient and to the doctor, and not to an expensive third 
party like the Government. We oppose Federal intervention because we believe 
that the patient should have unrestricted free choice in selecting a doctor. We 
believe that the doctor owes his unqualified responsibility to the patient, and not 
to a Federal agency which might use his tax contributions to pay for his medical 
bills. 

(a) The personal relationship between the doctor and his patient would 
be harmed. The Forand bill will impose Government regulations on the 
patient and the physician, thus bringing a third party into their personal and 
professional relationship. Conformance to administrative regulations could 
hamper the physician in prescribing treatment which in his professional 
opinion is indicated. 

(b) Beneficiaries under the law would be restricted in their choice of 
hospital and physician. Under the provisions of the Forand bill, only those 
hospitals and doctors entering into agreements with the Federal Govern- 
ment would participate in the program. Since many highly qualified doc- 
tors and hospitals would prefer to remain independent of Government 
control, this could result in a limitation in the quality and quantity of 
medical facilities available to the beneficiaries. The Government would 
control standards of hospitals and surgical services and the conditions under 
which such services will be provided. 
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(c) The Forand bill, as we view it, actually is national compulsory health 
insurance. Demands by others for similar benefits could lead to a total 
program of Government medicine. The Forand bill would extend socialized 
medicine to the aged and would stimulate demands by other segments of the 
population for similar benefits. Ultimately, the practice of medicine in 
America would be totally socialized, resulting in an inferior grade of medical 
care which is found in most countries where a government plan prevails. 

(d) The principle of Government regulation of professional fees, wages, 
and prices would be introduced in the United States. Under the Forand 
proposal, the Federal Government would be given the right to fix the fees and 
charges to be paid to the participating physicians and hospitals. Histori- 
cally, when such a principle as this is once established, it is extended to 
other segments of the population. The fixing of fees and charges by the 
Government would be a step toward a controlled and regimented economy. 

2. The Forand bill will not solve the primary problem of financing medical 
care for the aged; instead, it will create new problems in hospital care. 

(a) There are approximately 2 million persons over age 65 who are finan- 
cially indigent. The majority of this group would not be covered by the 
proposed plan. 

(b) Communities would be threatened with a shortage of hospital beds. 
Under terms of the bill, beneficiaries could be lodged in hospitals and nursing 
institutions without charge up to 120 days each year. This could create 
a needless and dangerous crowding of hospital space. It also is evident 
that, by eliminating personal financial responsibility, many aged persons 
would seek unnecessary hospital and medical care, sometimes perhaps for 
trivial and imaginary illnesses. As evidence, may we point out that in 
many countries where similar legislation is in effect, there has been a stag- 
gering increase in the use of hospital facilities by those over age 65. In 
Saskatchewan, Canada, for example, the average individual over 65 occupies 
a hospital bed 7.2 days a year. By comparison, in the United States, the 
average person over 65 occupies a hospital bed 2.5 days a year. Thus, over- 
utilization of hospitals by social-security beneficiaries would limit the num- 
ber of beds available for the acutely ill of all ages in the community. 

3. The Forand bill could bankrupt the social-security program and jeopardize 
the basic retirement incomes of millions of Americans. There is no way of accu- 
rately predicting how much the Forand bill would cost. It could prove so costly 
that it would jeopardize the retirement security of millions of Americans who 
depend upon social security for their basic retirement needs. For the first time 
last year, broadened benefits resulted in the social-security system receiving less 
income than it paid out. Taxes to finance the present program already are 
scheduled to reach 81% percent of payroll up to $4,200 in the years ahead. May 
we also point out that up to the present time, the principle of social security has 
been one of cash payments to persons reaching retirement age in return for taxes 
paid by them and their employers during their working years. The beneficiary 
is free to spend his retirement income as he pleases. Now, under the Forand- 
type legislation, it is proposed that eligible persons be furnished medical and 
hospital service instead of cash benefits, thus permitting the Federal Government 
to spend social-security funds as the Government wishes rather than to permit 
the beneficiary the right to choose how he will spend his money. 

4. The Forand bill would mean higher taxes, less take-home pay. By 1975, 
this plan would result in annual payments of $285 by the employee and an equal 
sum by the employer, which represents an increase in Federal OASI taxes of up 
to $213 annually ($106.50 for the employee and $106.50 for the employer) or an 
increase of 59 percent. The tax increases of self-employed persons could be as 
much as $159.75 aunually by 1975. The total payment for self-employed persons 
would be $427.50 each year. 

5. The Forand bill is hasty, ill-conceived legislation based upon inadequate 
knowledge. We feel that no legislation, such as the Forand bill, should be con- 
sidered until much more is known about the subject. No large-scale authorita- 
tive study ever has been made to determine the specific medical needs of older 
persons. In this connection, however, may we point out that the American 
Dental Association, the American Hospital Association, the American Medical 
Association, and the American Nursing Home Association recently have estab- 
lished a Joint Council To Improve the Health Care of the Aged. Objectives of 
the Joint Council are to (a) identify and analyze the health needs of the aging; 
(b) appraise available health resources for the aging; and (c) develop programs 
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to foster the best possible health care for the aging regardless of their economic 
status, Thus, the Joint Council is providing active and aggressive leadership 
in meeting the health needs of this Nation’s senior citizens. Enactment of legis- 
lation should be withheld pending recommendations from the Joint Council and 
other organizations which are endeavoring to solve the health problem of the 
aged. 

6. Hospitals and surgical services for the older persons can and should be 
handled in keeping with the American traditions of free enterprise. 

(a) Nonprofit organizations, such as Blue Cross-Blue Shield, and private 
insurance companies have proved their ability to handle the extensive insur- 
ance needs of our growing population. The Blue Cross organizations have 
rendered an outstanding service in extending coverage in this area, and 
an increasing number of employers are purchasing insurance programs 
which provide for the continuation of benefits for retired workers and their 
dependents. In addition, many companies have raised the eligible age 
limits for individual policies, some even extending to age 75. It also is 
significant that approximately 50 percent of those in the 65-and-over age 
bracket now are covered, as compared with only 20 percent in 1950. This rate 
of progress shows that the problem is being resolved by the health-insurance 
industry, which is gaining vast experience in this relatively new field of 
medical and hospital insurance. 

(6) The Forand bill would discourage a traditional American concept in 
which families are expected to take care of their own. As you know, most 
families now assist in caring for their ill, aged members. The Forand bill 
would tend to destroy this traditional family responsibility and moral con- 
cept. In those instances where the family is unable to discharge its obliga- 
tion, the responsibility should be assumed by the community, the county, the 
State, and, finally, by the Federal Government, if necessary. 

(c) Community incentive to support and build hospitals would be curbed by 
the Forand bill. If this legislation were to be enacted, citizens would be 
inclined to shift the responsibility for building and supporting hospital 
facilities to the Federal Government and away from private and local 
governmental sources. 

In substance, we believe that the Forand bill is ill-conceived, and should not 
merit favorable attention by the House Ways and Means Committee. Instead, 
we are most hopeful that you and Members of the Congress of the United States 
will continue to encourage the philosophy of a free economy which has produced 
the highest quality of medical care in the world today. 

Permit me to express my sincere appreciation, on behalf of the 8,000 members 
of the Texas Medical Association, for any consideration which you and the 
House Ways and Means Committee may choose to give to these expressions. 

Best wishes. 

Cordially yours, 

Howarp O. Situ, M. D., President. 


The Washington State Medical Association supports the stand of the American 
Medical Association in opposition to H. R. 9467, the bill proposed by Representa- 
tive Forand to amend the Social Security Act. 

We oppose H. R. 9467 because it is not in the public interest. It is bad legis- 
lation for the many reasons outlined by spokesmen for the American Medical 
Association in these hearings. 

We endorse the constructive national program beign carried out by the Joint 
Council To Improve the Health Care of the Aged. Positive approaches to the 
problem are also being sought in our own State, through the Governor’s Council 
for Aging Population, and through the committee on aging population of the Wash- 
ington State Medical Association. 

We earnestly recommend that the Ways and Means Committee reject the at- 
tempt of H. R. 9467 to solve a complicated health problem by political means. 
Such ill-conceived legislation, based as it is on inconclusive and incomplete sta- 
tistics, could only have disastrous results on the health care of the aged and the 
economy of the Nation. 
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(The following material was received by the committee: ) 


New York, N. Y., June 17, 1958. 
Hon. ANTONI SADLAK, 
House of Representatives, Washington, D. C.: 


H. R. 9467, now in committee, would impose a costly system of socialized medi- 
cine and hospitalization on top of old-age insurance program and increase bene- 
fits of latter without providing adequate funds for the increased pension medical 
hospitalization benefits proposed. Present old-age insurance benefits are being 
paid out at a rate greater than applicable as revenues and the present social- 
security program is reported facing substantial deficits for next 5 years even 
on basis of present benefits. Hope House Ways and Means Committee will op- 
pose further increase in these benefits and prevent consolidation of old-age 
pensions with socialized medicine and accept this telegram as part of the record 
of hearings on H. R. 9467. 

A. U. Fox, 
North Street, Greenwich, Conn. 


CHAMBER OF COMMERCE AND Civic CouNcrtrL, INC., 
Greenwich, Conn., June 6, 1958. 
Hon. ANTONI N. SADLAK, 
Congressman at Large, 
House Office Building, Washington, D. C. 


Dear Tonr: Coming before the Ways and Means Committee of the House of 
Representatives are proposals for compulsory health insurance. One of these 
bills is the Forand bill, H. R. 9467, to increase social-security taxes, benefits, and 
to provide hospitalization for the aged. Please read my comments on this bill in 
the enclosed Economic Insight on National Legislation. 

With regard to this bill and others which prescribe federalization, the chief 
question is whether the leaning shall be toward federalization, nationalization, 
socialization leading toward communism, fascism or dictatorship or toward the 
private enterprise system, protection of States rights, preservation and stabiliza- 
tion of social gains, leading toward stabilization of our economy and the security 
of our democratic way of life. 

It may be quite possible that some Members of Congress may be distracted 
politically or otherwise by piecemeal legislation to appease conditions, who when 
reminded of the broader objectives for our economy will reconsider present views. 

I appeal to you to use your influence against approval of H. R. 9467 and to pre- 
sent this letter and enclosure in testimony. 

As you know, I am chairman of the only three-time national award-winning 
National Affairs Committee in the United States, the members of which are 
all listed with their affiliations on the back of page 1 of this letter. This com- 
mittee’s recommendations to ‘oppose H. R. 9467 have been approved by the 
board of directors of the Greenwich Chamber of Commerce. 

I heartily commend you for your stands on legislation and, although needless 
to influence you, I sincerely trust that the aforementioned and enclosed will 
bolster your thinking. 

Sincerely, 
(Signed) Hank. 
(Typed) Henry WHEELER CHASE. 


Economic INSIGHT OF NATIONAL LEGISLATION 


Compulsory health insurance: A bill to increase social security (old-age 
insurance) taxes, benefits, and to provide hospitalization for the aged will 
receive congressional attention later this year. This bill is H. R. 9467 (Forand, 
Rhode Island). 

Under the terms of the bill, any person eligible for social security benefits 
would be entitled to free hospitalization, to be paid for out of the old-age and 
survivors insurance trust fund. This provision has been widely interpreted as 
the first step toward compulsory Federal health insurance and nationalization of 
both hospitals and the medical profession. 

The initial cost of this program has been estimated at more than $2 billion 
ayear. There is strong evidence that the cost will be at least double this amount. 
The cost of the program would be paid for out of the old-age and survivors 
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insurance trust fund, which is the money collected by the Federal Government 
in the form of social security taxes. 

The Secretary of the Department of Health, Education, and Welfare would 
be empowered by the bill to make arrangements with hospitals and nursing 
homes for the care of persons eligible for these benefits. The practical effect of 
these agreements would be to give a Federal official the power to dictate charges 
and fees which hospitals and surgeons could charge for their services. 

The Forand bill violates one of the basic concepts of the social security system 
by using social security funds to pay for personal services, rather than to provide 
cash payments for income and maintenance. In addition, it would increase taxes 
on employers, employees, and the self-employed, thus reducing take-home pay 
and profits. More important, it appears obvious that the proposed tax increase 
will not adequately finance both the increased benefits and the hospitalization 
provided by the bill. 

One of the five major Hoover Commission recommendations budgeting and 
accounting reform has passed both Chambers of Congress. S. 434 (Kennedy, 
Massachusetts) was passed by the Senate in the last session. Recently, the House 
passed a similar bill H. R. 8002 (Rogers, Florida). Both bills now await the 
action of a combined Senate and House committee to agree on any differences in 
the two bills. These bills are designed to put Government appropriations on an 
annual basis and to cut the big sums carried over year to year by many agencies. 
A feature of the legislation is that Congress review unspent balances every year, 
thus subjecting them to continuing control. The savings can be enormous. 

The need for economy and efficiency measures to offset the demands of space- 
age defense was never clearer. Well within reach are substantial gains in many 
areas. Not only these five major bills but a score of other HC proposals could 
easily be dealt with at this session of Congress. All honor belongs to the steadfast 
congressional leaders who supported 8. 434 and H. R. 8002 and to the citizens who 
encouraged them. They have made possible one of the most fundamental govern- 
mental improvements to be adopted in many years—and they have paved the way 
to more. 

As Members of Congress exhibit a mounting sense of urgency over economic con- 
ditions in the face of tremendous pressure from the free spenders, it becomes 
clearly evident that the time and opportunity have arrived for businessmen and 
other citizens to take a more vigorous hand in legislative matters. 

A few weeks ago, 2,800 members of the AFL-CIO building trades union began 
swarming over Capitol Hill presenting face-to-face demands on Congressmen 
and Senators for inflationary pump priming. The next week 1,000 AFL-CIO 
local leaders poured into Washington to call on Senators and Congressmen. 

In the face of this pressure, one member of the House Labor Committee, 
issued the following communication appealing for support for the conservative 
element in Congress : 

“Over 175 Members of the House have benefited from union contributions, 
free campaign help, radio, TV time, advertising, extensive publicity in the labor 
press * * * doorbell ringers, telephone brigades * * *. What can be done? 
Right now in each congressional district a half dozen men in each party are 
deciding who shall run for Congress. An equal number of leading businessmen— 
if they really represented business—in each district could assert a strong in- 
fluence on the selections and who gets elected. * * * How many businessmen 
know exactly how their Congressman votes? How many know their Congress- 
man’s name? Labor knows exactly and sees to it that their members know.” 

Have you called or written to your elected representatives and expressed your 
views? Do nothing and you will have no right to complain if those in the minority 
who will work for what they want, get it. 

Within the last 2 years, 6 major industrial States have passed legislation to 
prevent pension and welfare fund abuses. These laws, requiring registration 
and reports, apply to the full plan, not merely to data about participants employed 
within a State. They cover a majority of interstate plans. 

That’s good reason to expect more State action. It’s a State and not a Federal 
consideration. Yet demands continue in Congress for Federal curbs that would 
preempt State jurisdiction. 

In addition, the leading congressional proposal, S. 2883, would require financial 
disclosure for employer-administered plans in which no corruption has been 
found. All abuses disclosed have been in the 8 percent which is jointly admin- 
istered and union dominated. 
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Budget reductions: There are now indications that Congress would win the 
approval of most veterans by the discontinuance of pensions for those whose 
disabilities aren't the result of military service. 

Veterans pay taxes, too, and they’re as fairminded as anybody else. In a sur- 
vey by the National Civil Service League, about 3,000 were asked which benefits 
they thought all veterans should receive. Only 13 percent favored pensions for 
life, and 22 percent free medical care for illness or injury not service connected, 

Besides, pensions for veterans with non-service-connected disabilities were the 
result of circumstances which no longer exist. We now have broad social security 
and public assistance programs. The elimination of such pensions would reduce 
the budget by $1.2 billion, the present annual expense. 

This bulletin is issued to induce constructive thought on legislation pending in 
Congress. Whether you agree or differ with any opinions expressed, let your 
Senators and Congressmen know your views. 


AMERICAN MEDICAL ASSOCIATION, 
Chicago, IU., June 17, 1958. 
Hon. ANTONI N. SADLAK, 
House of Representatives Building, 
Washington, D.C. 


DEAR CONGRESSMAN SADLAK: I would like to express my opposition to the 
Forand bill, H. R. 9467, which is now up for hearing by the Committee on Ways 
and Means. 

I feel that the bill is not in the public interest inasmuch as it would bring the 
aged under Government controlled and supervised health care. By its bureau- 
eratie control the Government could limit the choice of hospital and physician, 
and set and enforce standards of health care. 

It is a national compulsory health insurance involving about 13 million social- 
security claimants. It is a known fact that when such broad increases are 
introduced to a segment of the social-security claimants that it eventually extends 
to all. There are two eventual outcomes to this in that it would destroy private 
health insurance, Blue Cross-Blue Shield plans, and produce nationalized hospital 
and medical care for everyone. 

Today little is known about the health problems of the aged, the need for 
hospital or nursing home facilities, and the actual financial status of the in- 
dividuals. The American Dental Association, the American Hospital Associa- 
tion, the American Nursing Home Association, and the American Medical Asso- 
ciation have recently formed a joint committee to study this problem. It would 
seem that until the facts are known there is no need of attempting to solve such 
a complex health problem by political means. Making the aged wards of the 
Government with health care handouts is not the proper way to solve the problem. 

The Forand bill would definitely necessitate higher taxes and less take-home 
pay for all wage earners for the benefit of a few. By the enormous increase in 
cost it could easily bankrupt the entire social-security program and jeopardize 
the basic retirement incomes of millions of Americans. 

The House of Delegates of Connecticut has voted to oppose the Forand bill and 
I ask you, Mr. Sadlak, as Connecticut Representative at large, and as a member 
of the Committee on Ways and Means to oppose this unhealthy bill. 

Sincerely yours, 
D. OLAN Meeker, M., D. 


MEDICAL ASSOCIATION OF GEORGIA, 
Atlanta, Ga., June 20, 1958. 
Hon. Witsur D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN Mirts: Enclosed is a resolution in regard to the Forand 
bill and health care for our aging population which was unanimously adopted 
by the house of delegates of the Medical Association of Georgia in regular session 
April 30, 1958, at Macon. We are also enclosing a list of the members of the 
house of delegates (in committee files). 

It is the feeling of the medical profession in Georgia that the problems posed 
by the Forand bill are of the utmost importance, and it is our hope that you 
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will give the enclosed material your careful consideration. If there is any 
further information on this subject or any other health-related matter which 
you would like to have, please do not hesitate to let us know. 
Sincerely yours, 
Eustace A. Aten, M. D., 
Chairman for National Legislation. 


RESOLUTION ON THE ForaAND Britt AND HeattH CARE OF THE AGED 


As adopted unanimously by the house of delegates of the Medical Association of 
Georgia, April 30, 1958, Macon, Ga. 


Whereas there is a great need for development of a program to foster the best 
possible health care for our aging population regardless of their economic 
status ; and 

Whereas this problem of caring for the aged is extremely important and cannot 
be solved overnight and without study and careful planning; and 

Whereas there has not been a recent thorough study of the health needs and 
requirements of the elder patient ; and 

Whereas this problem cannot be solved by making everyone a future charity 
patient and making posterity shoulder our defects ; and 

Whereas the Forand bill (H. R. 9467) is not the answer to the problem, for 
the following reasons: 

(1) The Forand bill (H. R. 9467) was formulated without thorough study 
of the problem. 

(2) The bill would bring health care of the aged under Federal Government 
control. 

(3) The bill would bankrupt the social-security program. For the first 
time, in 1957 more money was expended on social-security benefits than was 
taken in. 

(4) Demands by other groups for similar benefits as shown by other bills 
introduced and many contemplated would lead to a breakdown of the whole 
system and total socialized medicine. 

(5) The bill would call for higher taxes with a spreading out of the benefits 
and less take-home pay. , 

Whereas the American Dentai Association, the American Hospital Association, 
the American Nursing Home Association, and the American Medical Association, 
working together have formed the Joint Council To Improve the Health Care of 
the Aged ; and 

Whereas the object of this joint council is to study and identify the needs of the 
aged, to appraise available health resources, and to coordinate the resources 
for the best possible health care of the aging population ; and 

Whereas this joint council believes that much is being done and improvements 
are being made through private health-insurance coverage and much more can 
be done on the State and county level: Now, therefore, be it 

Resolved, That the house of delegates of the Medical Association of Georgia 
strongly endorse the Joint Council To Improve the Health Care of the Aged as 
being the proper means of determining the health needs of the aged before 
enactment of any comprehensive legislation in this field; be it therefore 

Resolved, That the Medical Association of Georgia believes that the Forand 
bill is not the answer to the care of the aged; and be it further 

Resolved, That copies of this resolution be sent to Georgia’s congressional dele- 
gation in Washington and to the House Ways and Means Committee with a list 
of the members of the house of delegates of the Medical Association of Georgia. 


FiLormpA MEpICcAL ASSOCIATION, 
Jacksonville, Fla., June 13, 1958. 
Hon. Syp HERLONG, 
House of Representatives, 
Washington, D. C. 

Dear Mr. HERLONG: Speaking for the medical doctors of Florida, I am writing 
to express our opposition to H. R. 9467, a bill to provide hospital care for certain 
social-security recipients. 
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The problems of caring for the aged, chronically ill and destitute sick have 
been of concern to responsible people of Florida for several years and a program 
is now in effect in our State which provides hospital care for the acutely ill 
indigent of all ages. 

Following a recommendation made by the Florida Medical Association in 1953, 
Governor Collins appointed a committee to study the problems of medical care 
for the indigent and, founded upon the committee recommendations, a law was 
passed by the State legislature creating State and county matching funds from 
which hospitals would be paid directly for care given the indigent. 

This law is based upon the ageless principle that “charity begins at home” 
and any governmental participation that may be necessary should be largely 
assumed by the local government. The major financial responsibility, determina- 
tion of eligibility and of need for hospitalization remains with the local commu- 
nity. The program is designed to encourage the counties to assume their consti- 
tutional responsibility in caring for the indigent and it is working well in our 
State to the satisfaction of indigent and taxpayer. 

Additional studies by the governor’s committee are in progress concerning 
eare for the aged and chronically ill in hospitals and out with especial emphasis 
on care in the family home or church and private nursing homes. These recom- 
mendations will be ready for consideration by the Florida legislature of 1959. 

Federal programs of “free” hospital and medical care would thwart our 
efforts to solve these problems which we feel are our own responsibility. Not 
only would they drain further revenue from an already overtaxed people but, 
following preestablished pattern the principle of local responsibility and manage- 
ment would be abolished. 

A Federal program of medical and hospital care for the aged would inevitably 
lead to costly impersonal institutions in which the elderly individual would lose 
his identity, his ties to family and church and, above all, loss of his individual 
responsibility upon which happiness is dependent. 

We in Florida are striving to find answers to these perplexing problems which 
will lead to happiness for the individual and strength for our Government. 
Colossal national programs which sap the resources of our communities and 
disrupt the elements of individual integrity cannot but weaken the fundamental 
strength of our Government, which is the individual exercising his personal 
responsibility through his family, church, or local communities. 

Before the Congress rushes into a national program which will jeopardize 
the social-security trust fund, give us time to finish our studies and further 
develop our hospital, nursing home, medical care, and rehabilitation programs. 
I believe we in Florida will soon have programs in operation, as will other States 
of the Nation, that will solve these needed personal services as close to the 
patient’s home as possible. 

Sincerely yours, 
H. Puiu Hampton, M. D., 
Chairman, Legislation and Public Policy Committee. 


UNIVERSITY OF VIRGINIA HOSPITAL, 
Charlottesville, Va., June 2, 1958. 


MEMBERS OF THE WAYS AND MEANS COMMITTEE, 
House of Representatives, Washington, D. C. 


GENTLEMEN : Introducing myself, I am Vincent W. Archer, M. D., for 34 years 
chairman of the department of radiology, University of Virginia. Further quali- 
fications for an opinion on social legislation are: Presidency, American College 
of Radiology, and past president of the Medical Society of Virginia, member of 
the house of delegates, American Medical Association, and numerous other offices 
bringing me in close contact with social problems as does my medical practice 
in a State university dealing annually with many thousands of patients with 
social-security problems. 

Specifically, this statement concerns the Forand bill, H. R. 9467, and is 
inspired mainly by the unpredictable but incredible future cost of its provisions. 
Blue Shield and Blue Cross in Virginia, due to the increasing cost per subscriber, 
has necessitated rate increases in the past year of 30-40 percent. This is due 
in large part to overutilization on the part of the subscriber when everything in 
the hospital is for free. When the family wants to go for a vacation, Aunt Sally 
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who lives with them concurrently becomes ill and must be hospitalized. Think 
of this magnified by the 15 million of the older age group on social security and 
it is readily apparent that no actuarial figures can be adduced. Aside from this, 
the aches and pains associated with advancing years become aggravated when 
there is time to sit and think and read articles concerning disease. (Also hos- 
pitalization would be for free. ) 

In addition to the prohibitive cost due to tremendous overutilization, the 
added cost of Federal administration must be considered. As stated previously 
for 34 years I have been head of a department in a State teaching institution 
and it is my very definite observation that the further administration gets away 
from the recipient, the more “brokerage” there is in administration, and the 
more costly the operation per item becomes. 

Definitely something must be done in a constructive way. The answer, how- 
ever, is not in hastily conceived legislation with insufficient knowledge of the 
problem both financial and sociological, but-in thorough, immediate study by a 
group competent to conduct such a study. Such a council has recently been 
formed by the American Medical, Dental, Hospital and Nursing Home Associa- 
tions. This group is actively working on three objectives 

{1) toidentify and analyze the health needs of the aging ; 

(2) to appraise available health resources for the aging ; 

(3) to develop programs to foster the best possible health care for the 
aging regardless of their economic status. 

Another possible approach is something like this: Why not try to get an 
insurance package deal as applied particularly to labor-management bargaining 
so that the health-insurance premiums are paid up at age 65 and that the person 
insured will get the same benefits as though employment had not been termi- 
nated by reason of age. Of course, Blue Cross-Blue Shield carries an individual 
for as long as the person lives, but in general these policies are at a higher 
premium singly than in a group and also the older person, living on social-security 
pension, annuity, etc., is less able to pay on account of reduced income. 

As one who is reaching the end of a long medical road and sees the gates of the 
retirement pasture opening to receive him may I beg you gentlemen to block 
any “noble experiment” (I remember prohibition too vividly) and withhold 
decision until all of the facts are in. Please protect our descendants as well as 
ourselves. 

Respectfully submitted. 

VINCENT W. ARCHER, 
Chairman of the Department and Professor of Radiology, University of 
Virginia. 


STATEMENT OF THE MICHIGAN STATE MEDICAL SOCIETY 


Whenever changes are proposed to be made in the Social Security Act, such 
as are incorporated in the Forand bill (H. R. 9467) they necessarily must be 
analyzed in the light of two considerations: the philosophical and the practical. 

This is the official position of the Michigan State Medical Society regarding 
the Forand bill. Herewith are the objections of the MSMS from the philosophi- 
cal as well as the practical standpoints. Realizing that a serious problem does 
exist which should not be ignored, here also are the recommendations of the 
society for its solution. 

Let it first be stated that we of the medical profession in Michigan recognize 
the fact that social security is here to stay and is providing the public with 
services which it will not readily relinquish. 

It is significant, however, that the provisions of the Forand bill are not simple 
expansions of present programs in the Social Security Act but, instead, consti- 
tute an introduction of an entirely new program (hospitalization, surgical, and 
other health care to OASI-eligibles) into the framework of the act. 

The medical profession is dedicated to continued medical progress. The rec- 
ord of medical service and research for the past 10 decades is evidence that 
our people enjoy better medical care than can be found anywhere in the world 
today. We fail to see, however, that the Forand bill constitutes real progress 
since its adoption by Congress must lead quickly and inexorably to a national 
compulsory health insurance program. This we steadfastly oppose. In this 
probability we see the real danger in the Forand bill. 

To illustrate: The Forand proposal would henceforth provide certain health 
services to a certain age group of our citizenry under the proposition that these 
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particular people cannot (nor should they be expected to) provide for the pay- 
ment for those services on their own initiative. Who, then, is to determine in 
the future that the “medically indigent” of any other category of the public 
should be denied the same governmental solicitude? Could it not be argued that 
all of the mentally ill, or the tubercular, or any other group of infirm persons, 
with no financial support nor the capacity to earn it, “deserves” the same 
Federal benefits? 

If the provisions of the Forand bill are incorporated into the Social Security 
Act every OASI contributor will soon be blanketed into buying all of his health 
services from the Federal Government, whether he likes it or not, and whether 
he chooses to utilize them or not. Exponents of the cradle-to-the-grave philoso 
phy claim great merit for this arrangement; we deplore it as being wrong. 
Expediency is not an excuse for compromise. 

Whatever responsibility for public assistance the Government has to the less 
fortunate of its citizens, it should be dealt with on the State and local levels and 
not transferred to a Federal jurisdiction under the guise of a pseudoneed for 
uniformity. 

Of all the transactions known to man, the doctor-patient relationship is the 
most unique. It is sacrosanct to the patient. It, too, will not be readily relin- 
quished. The privileged communication should remain inviolate, and no third 
party should ever be allowed or even encouraged to intrude or intervene. The 
threat to this tenet is a real danger of the Forand bill. 

Another significant factor should be considered before any Forand-type pro- 
gram is inaugurated nationwide. This is the overcrowding and overutilization 
of existing hospital and nursing-home facilities that will quickly result from a 
natural desire of all of us to get something for nothing. We do not (as physi- 
cians) discourage the necessary hospitalization, nor do we decry the value of 
preventive medicine. In fact we continually urge our patients to get thorough 
medical checkups every year. But we see every day the unnecessary utilization 
of already overcrowded hospital facilities by patients who “have paid on my 
Blue Cross for years and never gotten anything out of it.” 

This is a very real problem facing not only our own Blue Shield and Blue 
Cross but the private insurance carriers and the union-sponsored health and 
welfare funds as well. As underwriting experience is accumulated, policy 
changes are being made by these voluntary organizations to obviate such abuses. 

It must be recognized though, that if the millions of OASI contributors are 
henceforth compelled to pay for their health services under the social-security 
program, the overload on the exis.ing facilities could be staggering. “Something 
for nothing” isa human frailty which cannot be ignored. 

We therefore suggest that a nationwide study be made to determine if the 
publie feels it is presently being served adequately by the Blue plans, the pri- 
vate carriers, and the union funds and, if not, what additional benefits it ex- 
pects, and whether it wishes private or governmental sources to supply them. 
A White House conference, similar to a recent one which dealt with education, 
might delve into the specific areas that such a study might embrace. 

We also suggest that all allied sources, including the hospital, nursing home, 
and welfare groups, be encouraged to participate in and supply all possible as- 
sistance to such a study. Michigan can point with pride to the Opinion Study 
of Prepaid Medical Care Coverage in Michigan of last year which revealed 
significant answers in this area of care of the aged. Portions of this survey 
might well serve as a pilot for the nationwide study above recommended. In any 
case, these results should be considered thoroughly before serious thought is 
given to the passage of any Forand-type legislation. 

We further suggest that all organizations now offering prepaid health pro- 
tection be encouraged to review their operations and strive to meet the needs 
of the elderly on a voluntary basis. The Statement of Principles on Prepaid 
Medical Care, adopted by the 1957 MSMS house of delegates, and reflected in 
new contracts being issued by Michigan Medical Service (one of the outstand- 
ing Blue Shield plans in the country), are specific efforts of the medical profes- 
sion in our State to solve this problem on a voluntary basis. They show promise 
of success if given a reasonable period of time to reach their fullest potential. 
Complete details of the principles and the new contracts are available from 
MSMS. 

We firmly believe that Congress should thoroughly explore these and every 
other means of providing health care to the aged before resorting to legislation 
such as is proposed in H. R. 9467. 
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AMERICAN CONGRESS OF PHYSICAL MEDICINE AND REHABILITATION, 
Chicago, Ill., June 28, 1958. 
Hon, Wixzvr D. M1Its, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear CONGRESSMAN Mitts: The American Congress of Physical Medicine and 
Rehabilitation wishes to express its opposition to House of Representatives bill 
9467, the Forand bill. 

The principal reason the American Congress of Physical Medicine and Rehabili- 
tation opposes the Forand bill is that at the present time the data available as to 
the need for such far-reaching legislation are insufficient to warrant national 
compulsory health insurance. As you know, the available statistics regarding 
the whole field of the aged are far from complete. Studies have been instituted 
and more should be instituted to obtain reliable information rather than guess- 
work as to the need for such legislation as the Forand bill. Proposed legislation 
has been introduced in the 85th Congress which would do much to provide this 
needed information. For example, there are Congressman Fogarty’s and Con- 
gressman Wier’s bills to provide for holding a White House conference on aging 
and to assist States in conducting similar conferences, Congressman Yates’ 
House of Representatives Resolution No. 61, creating a Select Committee on 
Problems of Aging, and Congressman Kelley’s House of Representatives Resolu- 
tion No, 78 to authorize the Committee on Education and Labor to investigate and 
to study the problems of aging and the aged. In addition, there are studies now 
being carried on by the Public Health Service Advisory Committee on Chronic 
Illness and Health of the Aged, the Joint Council To Improve the Health Care of 
the Aged, and the American Congress of Physical Medicine and Rehabilitation’s 
Committee on the chronically ill and aged. The number of present and proposed 
studies indicates a realization that our knowledge concerning the multitudinous 
problems of aging and the aged are far from complete. Before premature changes 
are made in the Social Security Act to provide medical and hospital care for the 
aged, the results of these studies should be available in order that realistic legis- 
lation, if it is found necessary, can be passed by the Congress. 

It is further the belief of the American Congress of Phyical Medicine and 
Rehabilitation that it is far more preferable that citizens over 65 meet their 
medical and hospital costs through voluntary health insurance rather than Fed- 
eral payments for such care. The health-insurance companies can and are solving 
the problems related to providing for the health needs of the aged. The further 
extension of coverage for the aged by voluntary health insurance should be 
encouraged by Congress rather than discouraged as this bill would do. 

In conclusion, the American Congress of Phyical Medicine and Rehabilitation 


urges that the Committee on Ways and Means reject the legislation proposed in 
H.R. 9467. 


Sincerely yours, 
GLENN GULLICKSON, Jr., M. D., 
Chairman, Committee on Legislation. 


THE MEDICAL SocIETY OF THE STATE OF PENNSYLVANIA, 


Harrisburg, Pa., June 23, 1958. 
Hon. W1izBur D. MILLs, 


Chairman, Committee on Ways and Means, 
House Office Building, Washington, D.C. 


Dear Mr. Mitxrs: I would like to take this opportunity to state the position of 
the Medical Society of the State of Pennsylvania on H. R. 9467, and similar 
amendments to the Social Security Act which would increase the tax rate and 
mandate medical care coverage for a segment of the aging population. It is our 
understanding that the Committee on Ways and Means will hold hearings on 
this and other amendments at the end of this month, and we would appreciate 
your having our position included in the proceedings of the committee. 

H. R. 9467, introduced by Hon. Aime J. Forand on August 27, 1957, makes, 
in our opinion, several undesirable changes in the present Social Security Act. 
According to our understanding it would, (1) initiate hospital-nursing care 
and surgical payments for persons eligible for retirement or survivorship benefit 
under OASI; (2) it would increase the earnings formula under which persons 
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would be taxed; and (3) increase the dollar benefits payable to workers, their 
dependents and survivors. I would like to devote my remarks to the first area 
which the Medical Society of the State of Pennsylvania considers unwise. 

The initiation of hospital and nursing home care, including nursing and sur- 
gical payments, would, in our opinion, create a considerable degree of chaos. 
The author, himself, estimates that under this proposal, 12 or 13 million per- 
sons could receive medical protection payments under the plan in the first 
year. This would certainly create a rather serious situation in hospitals and 
nursing homes that are already full, or at almost complete capacity. The 
Medical Society of the State of Pennsylvania, in conjunction with other inter- 
ested parties, including the State government, is undertaking a survey into this 
area. The area of the study includes the effective utilization of hospitals. The 
study will concern itself with bed capacities by the types of patients, i. e., diag- 
nostic, medical, surgical, etc.; it will include cost by beds and cost of drugs, 
diagnostic services, etc. In the light of recent Blue Cross rate rises in our 
State, and the trend of increasing hospital costs, such a survey is definitely 
needed and timely and should precede any legislation innovations in the care 
of a large group of people. 

More recently, the American Hospital Association, American Dental Asso- 
ciation, American Nursing Home Association, and the American Medical Asso- 
ciation have formed a joint council to improve the health care of the aged, 
for the purpose of studying, nationally, this and other areas of the care of the 
older population. Besides hospital and nursing home care, the council will 
undertake a positive program of increasing the opportunities for older people 
to obtain voluntary health insurance coverage and expanded health care facili- 
ties, and developing more community health services for this group. Here again, 
this study should precede any legislative changes in this area. 

At the present time the State government is studying this problem also, and 
is making definite “headway.” The bureau of services to the aging in the 
department of public welfare, and its advisory committee, are beginning 
already to get into the area of care of the aging. 

I mention these facts to the committee so that they will all understand that 
we have and will continue to work with these problems in Pennsylvania until 
they are solved in our State. 

We feel, further, that H. R. 9467 would violate the basic concepts of the 
original social security program. Since its beginning, social security has pro- 
vided benefits in terms of dollars which many people have used as a base in 
planning their retirement needs. The interjection of a service or medical care 
benefit (which the Forand bill does, for the first time), would alter the basic 
program. 

Our society is further concerned over the threat to existing voluntary health 
insurance programs. The establishment of a compulsory Federal system of 
providing hospital and surgical services could result in the cancellation of a 
large number of policies. The aged would have no incentive to continue to 
provide private health insurance coverage for themselves, even though they 
have the financial ability and the willingness to acquire medical care without 
Government interference. 

The principle of free choice of physician and hospital, so important in the 
care of the patient, would be eliminated, for we understand that only those 
hospitals and physicians entering into contracts with the Federal Government 
could participate in the program. Participation by hospitals and physicians 
could be resricted for administrative reasons. 

The Medical Society of the State of Pennsylvania respectfully requests that 
H. R. 9467 not be given a favorable recommendation from the Committee on 
Ways and Means. 

Respectfully, 
James Z. APPEL, M. D., 
Chairman, Board of Trustees. 


28110—58—— 60 








924 SOCIAL-SECURITY LEGISLATION 


VALLEJO, Cauir., June 8, 1958. 
Re socialism. 


Hon. Wiisur D. MILLs, 
Chairman, House Ways and Means Committee, 
Washington, D.C. 


Dear Mr. Mitts: For over 50 years I have been in the practice of medicine. 
This includes 3 years in a country practice at Albion, Ind. Five years in indus- 
trial effort in mining towns of Michigan and South Dakota. Nearly 5 years in the 
United States Navy Medical Corps in World War I and 37 years in private 
practice in California. 

I have seen many advances in the treatment of the sick and injured. Medicine 
is accomplishing many wonderful things. During these years there has been 
incentive to develop new methods, new operations, and new biological compounds 
and there has been freedom in medicine. During all these years there has been 
a gradual encroachment of Government medicine, political medicine, or social- 
ized medicine. 

In 1908, my father, then in practice since 1879, told me: In your lifetime you 
will see socialized medicine in the United States. He was at that time Senator 
for the 13th district of Indiana and had about 30 years experience in his pro- 
fession. Being forewarned is being forearmed and I have watched the creeping 
socialism gradually enslave my profession. The more socialism we have, the 
less is our incentive to produce and to save for a rainy day. 

I can’t understand why our legislators continue to give us more socialism. 
Why do you pattern by the experience in Great Britain? Who will bail us out 
when our economy gets into the state that Britain and France are now in? It 
appears to me our national debt is getting to the point where it is absolutely im- 
possible for use to be solvent much longer. Giveaway programs destroy in- 
centive to produce. The less we produce and the more we give away destroys 
personal character and the greater in debt we go. I have a son 30 years old who 
tells me he got the idea in college: “the world owes me a living.” He was in 
Korea and is not the slightest bit interested in a program which would lead 
toward stability in his old age. 

Programs such as the Forand bill are not good for our economy. No one 
ean estimate what the cost will be. No one knows now what the tax base should 
be ($4,200, $6,000, or $10,000) or what the percentage should be from employee 
or employer. At my age, from a selfish viewpoint, I should favor this legisla- 
tion, but I was not reared with the idea I could escape my personal responsi- 
bility for my future and that of my dependents. I will surrender my personal 
dignity only when the economy is completely socialized. 

Socialism may bankrupt the country. It may lead to the same situation as 
in Russia a few years ago when they devalued their currency. The world 
shuddered. Our own Government might decide to devaluate our currency and 
even decide not to pay off the bonds people are holding against a rainy day. 
Perish the thought. 

This letter is my serious thinking. I realize legislators want to be returned 
to office and giveaway programs are vote getters, but the future of our great 
eountry is much more important than just a return to office. Something for 
nothing has already gone too far. Social security is not economically sound 
and all legislators know this to be the case. I wish this letter to be read and 
filed as a statement concerning the Forand bill. Will you please acknowledge 
its receipt? 

Seriously, 
JOHN W. GREEN, M. D. 


Port CLinton, Onto, June 16, 1958. 
Hon. Witsur D. MILLS, 
Chairman, House Ways and Means Committee, 
Washington, D. C. 
DEAR CONGRESSMAN MiLis: My family and I are opposed to the Forand bill 
and the other proposed social-security amendments which are now being con- 
sidered by the committee. These proposed bills should not be enacted for the 


following reasons: 
1. They would expand the eventual cradle-to-grave welfare plan, the aim 


of the Socialists. 
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2. Dependence upon the Government for medical and hospital care and the 
other proposed benefits would destroy the incentives and ambition of citizens 
in their productive years. 

8. They would destroy the sense of responsibility to personally care for 
our aged relatives. 

4. They would destroy the self-respect of our elderly people. 

5. These bills would be another chunk bitten out of the foundation stone 
of freedom which, although it is our heritage, should actually be strengthened 
by legislation rather than be permitted to disintegrate. 

May I ask you and the committee to give consideration to these views and 
include them in the hearing record? 
Thank you very much. 
Very truly yours, 


Patrick Hu@uHeEs, M. D. 


STATEMENT OF THE Ruope ISLAND MepicaL Soctrry on H. R.. 9467 


H. R. 9467, proposing amendments to the present Social Security Act, 
has been carefully studied and reviewed by the Rhode Island Medical Society. 
The society calls to the attention of the House Ways and Means Committee, and 
thereby to the Congress of the United States, the following : 

1. Under H. R. 9467 workers and their employers would be faced with 
increased taxes at a time when the tax burden is excessive. The people of 
Rhode Island are currently faced with a serious unemployment situation, 
and they seek relief from additional Federal and State taxation. 

2. Before any amendment, such as H. R. 9467, to the Social Security Act 
there should be a complete study and review of the entire social-security 
system. Further, any approach to the health problems of the over-65-years- 
of-age person should be predicated on factual studies as may be evolved by 
such an organization as the recently formed Joint Council To Improve the 
Health Care of the Aged under the auspices of the American Dental Associa- 
tion, American Hospital Association, American Medical Association, and the 
American Nursing Home Association. 

3. The physicians of Rhode Island are particularly concerned with the 
proposal under H. R. 9467 to subsidize hospitals, physicians, and nursing 
homes. They see no justification for any such programs which would 
seriously jeopardize our voluntary system which has proved most successful. 
We note the following: 

Rhode Island has the highest enrollment for its Blue Cross hospitali- 
zation program and its Physicians Service surgical-medical plan of any 
State in the Nation. More than 617,000, representing 80 percent of the 
State’s eligible population, have been enrolled in Blue Cross, and more 
than 500,000, approximately 65 percent of the eligible population, are 
enrolled in Physicians Service. 

Further, under the voluntary plans through which the hospitals and 
physicians of Rhode Island have developed and guaranteed services, 
more than 66,000 persons are enrolled over the age of 65 years. Annu- 
ally a direct enrollment campaign is held for persons of any age and 
with no physical examination required. As there are an estimated 
80,000 aged people in Rhode Island, this coverage is truly outstanding. 

Further, under the Physicians Service program persons with incomes 
under $3,600 annually are not charged any additional surgical fee. As 
most retired or older age persons may be presumed to fall within that 
category, their surgical needs are met at a minimum cost, and the vol- 
untary system that we all prefer is maintained as Americans wish it. 

4. The physicians of Rhode Island, and the Rhode Island Medical Society 
directly through an officiat committee, have aided in the development of the 
fine State public-assistance program which operates a pooled fund for medi- 
eal care to finance the cost of medical services for the recipients of public aid. 
Physicians have accepted reduced fees, or no fees whatever, in order to aid 
this category of persons with their medical care. Under H. R. 9467 this 
excellently established local community service would be destroyed. 

5. Evidence that the voluntary programs for the older aged persons in 
Rhode Island have met the needs of these people in great measure is indi- 
eated by the report of the Rhode Island Department of Social Welfare for 
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the fiscal year of 1957, wherein it relates that since 1950 the number of 
dependent aged persons 65 years and over in Rhode Island has steadily 
declined. The report states: “* * * the number of aged recipients declined 
from a peak of 10,476 during September 1950 to 7,130 during June 1957, 
which represents a decline of more than 30 percent.” 

The Rhode Island Medical Society believes that the health care of the aged 
can best be rendered at local State levels, by local facilities utilizing public and 
private resources in keeping with the desire of the average American citizen to 
resolve his problems on his own as far as he is able, and then with the aid of 
his neighbors and friends. 

The society, therefore, urges that H. R. 9467 and similar legislation be de- 
ferred until a complete study of the needs of the older age persons, particularly 
their hospital and medical-care needs, is made by a recognized and reputable 
nonpolitical factfinding organization. 


THE STATE MEDICAL Society oF WISCONSIN, 
Madison, Wis., June 19, 1958. 
Hon. Witzur D. MILs, 
Chairman, House Ways and Means Committee, 
Washington, D. C. 


Dear Mr. Mitts: The 96-member house of delegates of the State Medical 
Society of Wisconsin met on May 6, 1958, and unanimously adopted the enclosed 
resolution in opposition to the Forand bill, H. R. 9467; the Morse bill, 8S. 3508; 
the Proxmire bill, S. 3086; and the Roosevelt bill, H. R. 9834. 

A copy of the society’s resolution is enclosed so that you might be aware of the 
sentiment of the elected representatives of each of the county societies in this 
State. 

Sincerely yours, 
J. W. Fons, M. D., President. 


RESOLUTION 


Whereas several bills have been introduced in the United States Senate and 
the United States House of Representatives during the present session of the 
legislature, having to do with increases in social-security benefits in the form 
of providing Government supervision and underwriting of medical, surgical, and 
hospital care for those over the age of 65 and who are covered under old-age and 
survivors insurance; and 

Whereas these bills; namely, the Forand bill, H. R. 9467; the Morse bill, S. 
8508 ; the Proxmire bill, 8. 3086; and the Roosevelt bill, H. R. 9834 have in common 
a large increase in social-security taxes, the revenue from which would still be 
inadequate to cover the proposed programs ; and 

Whereas these and similar proposals carry the practice of medicine as well as 
other segments of our economy closer to socialization and nationalization; and 

Whereas such programs are not in the best interests of either the patient, the 
doctor, or the general public : Now, therefore, be it 

Resolved, That the Wisconsin State Medical Society, through the expression of 
this house of delegates, oppose vigorously the passage of these bills by: 

1. Expressing to the parent body of medicine, the American Medical Association, 
the attitude of the State society, urging the AMA to take an active, vigorous fight 
against these bills. 

2. Each delegate and officer of this society writing to his assemblyman and both 
junior and senior Senators from Wisconsin expressing opposition to the bills. 

8. Sending a letter over the signature of the president of the Wisconsin State 
Medical Society to the chairmen and members of the Senate and House com- 
mittees involved in the consideration of these bills, expressing the sentiment of 
the State medical society in opposition to the proposed legislation. 

Nore.—Adopted May 6, 1958, house of delegates, State Medical Society of 
Wisconsin. 





Missourrt STATE MEDICAL ASSOCIATION STATEMENT OF OPPOSITION TO H. R. 9467 


Missouri physicians wish to state their opposition to H. R. 9467 and other 
similar measures seeking to provide free hospital and surgical care for social- 
security recipients. 
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Physicians, as always, still stand ready to provide free medical care for those 
individuals who need help. This system still seems more in keeping with the 
American way of life than H. R. 9467. 

There are many factors that make H. R. 9467 unattractive to physicians, but 
the most important one is the threat it presents to the doctor-patient relationship. 
Once a governmental agency enters the picture this relationship suffers. All too 
soon, it is the Government who is calling the shots. The patient and the doctor 
are the ones expected to conform. 

The quality of medical care has suffered in every country that has tied up its 
medieal profession and people with the redtape of bureaucratic controls. The 
United States now is the undisputed world leader in medical research and care. 
Why destroy this? 

In Missouri, as in other States, progress is being made to bring more and 
better voluntary health protection to the older citizens. Just recently in Missouri 
all age restrictions were dropped by Blue Shield and Blue Cross plans. 

The four major voluntary groups in the health field also recently formed a 
joint council to improve the health care of the aged. This is good because the 
problem cannot be solved by just legislation. It is a philosophical problem that 
requires a change in our Nation’s thinking. 

Americans are living longer. Consequently, our older citizens are making up 
a larger and larger percentage of our population. 

This problem must be approached from a new angle. That is why the joint 
council was formed. Maybe our arbitrary retirement age of 65 will have to go. 
Some Congressmen say it should be 60, but logically and physiologically it prob- 
ably should be raised not lowered. 

In other words, voting free hospitalization and surgical care for social-security 
recipients will not solve the problem of the older citizen. What he needs is not 
more help, but a chance to do more for himself. Psychologically, it would be 
better to help him work longer and retain his sense of independence. 

Nconomically, H. R. 9467 would place a tremendous burden on the working 
public. It would hike their taxes for social security more than 70 percent. The 
combined payment of the worker and his boss would jump immediately from the 
present ceiling of $189 a year to $330, an increase of $141. By 1975, that 
combined payment would soar to a ceiling of $570 a year—nearly $50 a month. 

That will just be a start, however, if H. R. 9467 becomes law. Where it would 
stop is anyone’s guess. Each session of Congress would see numerous attempts 
to broaden social-security coverages even more. Before too long, tax deductions 
would be bigger than the worker’s take-home pay. The businessman, of course, 
would have to pass his added costs on to the buying public. 

All of this can occur just because the Nation does not face up to the real 
problem that people are living longer and our philosophy needs changing. Let’s 


take time to reevaluate the problem of the older citizen, not just pass stopgap 
legislation. 


SAN FRANocIscoO MEDICAL Socrery, 
San Francisco, Calif., May 29, 1958. 
Hon. WILeur MILLS, 
Ohairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN Mitts: The attached bulletin of this society contains an 
editorial giving my thoughts on H. R. 9467. I would be most appreciative if this 
editorial could be entered in the records of your committee hearings. 

As you will note in the editorial, I and my colleagues in San Francisco are 
concerned about proper care for our patients, but do not feel that the Forand bill 
is the answer. 

Most sincerely, 
Epcar WaAysurn, M. D., 


Editor, the Bulletin. 
[Editorial] 


THE FEDERALIZATION OF MEDICAL PRAcTIcCE—II 


Two months ago the Bulletin discussed the rapid shift in control of medical 
practice from local to Federal auspices. An illustration of this principle is 
before the Congress in its present session. 

The Forand bill (H. R. 9467) proposes three major changes in the Social 
Security Act: 
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(a) An increase in the taxable ceiling for workers from $4,200 to $6,000 
yearly. 

(0) An increase in dollar benefits payable to social-security recipients, their 
dependents or survivors. 

(c) The initiation of payments for surgical, hospital, and nursing-home care 
for persons eligible under the old-age and survivors insurance program—some 
12 to 13 million people in the first year. 

The first two amendments represent financial modification of the present act 
on which we will not comment. 

The third amendment is the one with which we are concerned. It shelters a 
whole new idea under the broad canopy of the Social Security Act. What 
would the Forand bill do? Here are some of the probable effects : 

(1) It would introduce a set of definitions not presently in the medical 
lexicon. For example, the term “elective surgery” means surgery that is 
requested by the patient, but which in the opinion of cognizant medical 
authority is not medically required—and thus takes on a more sinister 
aspect. 

(2) It would give the Federal Secretary of Health, Education, and Wel- 
fare power to control hospital care and surgical service through control 
over regulations for the payment of surgical, hospital, and nursing-home 
services (and what about medical services?). 

(3) It would hamper the evolution of patterns of hospital care, for it 
does not have adequate safeguards against Federal interference with the 
actual operation of hospitals. 

(4) It would make possible the provision of care for other than health 
reasons. 

(5) It would wipe out the present system of locally controlled voluntary 
support nonprofit hospitals and tax-supported county hospitals. 

(6) Since eligibility is based on attainment of prescribed ages, there un- 
doubtedly would be progressive reduction of beneficiaries’ age levels. 

(7) In short, it would be a major step toward complete Federal control 
of medicine. 

What would it cost? The potentialities are enormous. The present social- 
security program has far outrun the earlier estimates of its cost. The ultimate 
“bailing out” of the new program would be a policy of total Government- 
financed medical care. 

Essentially, the Forand bill represents experimentation in the medical-socio- 
logical field. Medical-sociological experimentation has proceeded along other 
lines foralong time. For example, hospital care has been recognized and assumed 
as a community responsibility for many years. The growth of the voluntary 
support nonprofit hospital system and the tax-supported county hospital system 
has evolved in different ways in different communities. It may be fairly said 
to represent a sound, if not always uniform, type of experimentation. Now, 
without a pilot project, it is proposed to do away with all this. 

We understand the American citizen’s desire for broad-scale security, which 
has grown greatly during the past few years. We sympathize with and appre- 
ciate the natural feeling of an aging population to provide for the future during 
a time of increased earnings. But such planning as the Forand bill, too little 
researched and too expensive, is not the answer. 

What is the answer? We have a good working start through our rapidly 
growing voluntary health insurance programs, our voluntary hospital systems, 
and our county hospital systems. These methods deserve further exploration 
before reckless and careless legislation throws us heedlessly into the dangers 
inherent in the blanket social-security approach. 

EpGarR Waypsurn, Editor 


MINNESOTA STATE MEDICAL ASSOCIATION 


We in Minnesota have watched with much interest the progress of H. R. 9467 
and other such related bills. After a long and critical analysis of this type 
of legislation, we, who perhaps are the closest to the medical needs of the 
people, feel that the legislation is unnecessary for the senior citizens of Minne- 
sota. 

We also feel that such a program as outlined in H. R. 9467 is more costly than 
the present outstanding aged medical care program in our State. 
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May we take this opportunity to explain Minnesota’s method for caring for 
the medical needs of their senior citizens? Any citizen of Minnesota who is over 
age 65 and cannot afford complete or even partial medical care is eligible for free 
medical, hospital, nursing home, and dental care; and, all drugs, glasses, and 
appliances are given to him at no cost. This applies to those persons who are 
on old-age assistance (3,500) and to those who need extra help even if they are 
receiving social security (1,400). The program is administered by the county 
welfare boards. It provides for free choice of hospital, nursing home if within 
a maximum cost range, and physician. Since the program was established 
in 1945, there has been an excellent working relationship between the Minnesota 
Department of Public Welfare, the recipients, and the medical vendors. The 
average age of the recipients is 77 years. In 1956-57 there were 50,244 cases 
which cost $18,642,684. 

We have found fhat by letting the local county welfare board administer the 
program, only those who cannot afford medical care are made eligible for free 
care. It is also interesting to note that the local county medical society and 
the other health agencies cooperate very closely to help keep expenses at a 
minimum. Enclosed is a copy of a booklet which was prepared jointly by the 
doctors and the Minnesota Department of Public Welfare. Every doctor in the 
State received this booklet. 

The Minnesota State Medical Association’s committee on geriatrics and 
chronic illness has received all the recommendations of the Joint Council To 
Improve the Health Care of the Aging. They are working to implement many 
of those suggestions and already some have been completed. For example, Min- 
nesota long ago set up licensing standards for nursing homes. Presently there 
are 22 new nursing homes and homes for the aged under construction. This 
will give us 701 more beds; 621 nursing-home beds, and 80 home-for-the-aged 
beds. In 1957, 8 new homes were completed adding another 166 nursing-home 
beds and 129 beds for the aged. It has been recommended by our department of 
health that we need many more beds and our committee on public policy as 
well as the geriatrics committee are working on the problem. Next year in the 
State legislature there will be a bill which would encourage through a financial 
matching fund the continued construction of nursing homes by nonprofit groups. 

The geriatrics committee cooperated with the department of health in Minne- 
sota in doing a pilot study in Wright County on home-nursing services for the 
aged and disabled. Data obtained from this survey have helped the State in 
assessing the need for more home-nursing courses, nursing-home beds, and 
public health visiting nurses. It was found, for example, that a roster of trained 
younger people who will be available to help care for older people in their homes 
is necessary for the county. Private groups were encouraged to continue loan- 
ing medical equipment to the homebound patients. It was recommended that 
the Red Cross home nursing courses be expanded, that the county needs a recrea- 
tion center for the senior citizens, and that county nurses make older home- 
bound people their first priority. 

During the past year, the Governor of Minnesota has organized a committee 
which has studied and held public meetings with the people of Minnesota in 
regards to the problems of the aged. The meetings were held in the local 
counties and at the State level. It is assumed that from these and other 
meetings, legislation will be introduced to help the aged help themselves to cope 
with all the problems that confront them. 

We sincerely hope that this statement will assure the committee that Minne- 
sotans do not need H. R. 9467. 

Horatio B. SwEetser, M. D., 
President, Minnesota State Medical Association. 


ASSOCIATION OF AMERICAN PHYSICIANS AND SURGEONS, INC., 
Chicago, Ill., June 23, 1958. 
Hon. WiLsur D. MILLS, 
Chairman, House Ways and Means Committee, 
Washington, D.C. 

DEAR CONGRESSMAN MiLus: The Association of American Physicians and Sur- 
geons, Inc., desires to join other medical groups and responsible citizens in 
expressing opposition to the Forand bill (H. R. 9467), and respectfully requests 
that you include our views in your hearing records on social security. 


ETA AR ey 
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We register our opposition to the Forand bill on the following grounds: 

1. It denies the free choice of physician. 

2. It imposes a third party into the physician-patient relationship— 
the Federal Government—and will bring about bureaucratic interference 
in medical decisions which could have disastrous effects on the health and 
welfare of the patient. 

8. It is Government-controlled medical care (socialized medicine) for 
the recipients of social security and through lay controls would lead to a 
deterioration of medical care. 

4. It is morally wrong because it shifts the responsibility for care of 
the sick and aged from the family and local agencies to the Federal Govern- 
ment. It would weaken the morale of the individual citizen because it 
would rob him of his urge for thrift and his need to plan for his own 
old age. It would contribute to changing this Nation from one of inde- 
pendent, self-reliant citizens to a nation of citizens subservient to an all- 
powerful central government for their health and welfare needs. It would 
lead to individual irresponsibility. 

5. The enactment of socialized medicine for the aged under the Forand 
bill would stimulate demands by other segments of the population for 
similar Federal medical doles. The enormous costs for implementing the 
provisions of the Forand bill would endanger the basic retirement incomes 
of millions of Americans. There are numerous economists who believe the 
social-security program is already bankrupt. 

We direct your attention to the enclosed copy of a talk, Socialized Medicine 
by Way of Social Security (Forand bill), delivered at the 15th annual meeting 
of the delegates and assembly of this association, meeting last April in San 
Francisco, Calif., by George J. Hess, M. D., speaker, AAPS house of delegates, 
and chairman of the association’s legislative committee. We suggest that you 
include Dr. Hess’ talk in the hearing record because it offers many sound and 
logical reasons why the Forand bill should be rejected by Congress. 

We ask that you and the members of: your committee vote against the 
Forand bill (H. R. 9467) because we believe that its enactment unquestionably 
would lead eventually to Government-controlled (socialized) medical care for 
all citizens with the resultant tragedy of destroying quality medical care to 
the detriment of the American people. 

Sincerely, 

Mat RumpH, M. D., President. 


“SocIaALizeD MEDICINE BY Way or SoctaL Security” (ForaNpD BILL) 


(By George J. Hess, M. D., speaker, AAPS House of Delegates, Bunker Hill, Ill.) 


(Presented at the 15th annual meeting of the delegates and assembly of the 
Association of American Physicians and Surgeons, April 10, 11, 12, 1958, San 
Francisco, Calif.) 

Mankind has slowly struggled through the stone age, the bronze age, and 
the iron age. 

A multitude of terms have been used which are intended to be descriptive 
of more recent times. Weare said to be in a scientific age or the atomic age. 
This too, is the space age or the satellite age. This is an age of opportunity, 
of immorality, of leisure, of social decline or advance, or it is an age of despair 
or hope, all according to the particular experience, viewpoint, or field of interest 
of the person who is trying to characterize this particular period in history. 

In some future time there will gradually develop more or less general agree- 
ment on a term suitable for describing these days in which we are now living. 

At the risk of being considered facetious about a very serious matter, I 
would venture to suggest that this, perhaps, is the paper age. A popular song 
of the early thirties carried the title, “It’s Only a Paper Moon.” Little did the 
composer realize how soon the weakness and stability suggested by the word 
“paper” would become characteristic of so many men in high places and how 
rapidly we were entering into an era in which there would be such a universal 
attempt to escape reality. 

This has become the age of paper money and of paper profit. A time when 
the average person decides what is truth, half truth, and what is no truth at all, 
on the sole basis of what he saw, or even heard, was in the paper. Contracts 
between nations, between employees and employers, and between individuals 
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are with.inereasing frequency of no more value than the paper on which they 
are written. If for no other reason, however, this could be called the paper age 
because of the tremendous burden of paperwork required of businesses and 
individuals in order to comply with the unceasing demand for reports, records, 
forms, and statistics which are required by a multitude of Government bureaus 
which are constantly seeking some means of justifying their existence. 

Not all of the forms, reports, and documents which the average physician 
must complete are without good reason. Some of them are quite important but, 
although serving a very necessary function, they can at times necessitate much 
thought before correct answers are found. 

For example—in Illinois the certificates of death required by the State depart- 
ment of vital statistics are probably quite similar to those used in all other 
States. I will admit that I find it difficult occasionally to be entirely certain, 
what I should record under the heading “cause of death,” even in some cases 
which I have attended for a long time. But even more frequently I am hard 
put to give a logical answer to the next question, “duration of illness?” When 
a man reaches the age of 70 or 80, and over a period of many years you have 
watched his gradually progressive arteriosclerosis, the tiring of his heart, the 
slow loss of efficiency of kidneys and liver until, in spite of all your efforts, he 
slips away, how do you decide how long he has had the illness which caused 
his death? Was it 3 months, 3 years, 10 years, or perhaps did it actually begin 
before his birth because of a family predisposition for circulatory disease? 

If, in some future time, our American citizens have completely lost their free- 
dom, historians may look back and be puzzled as they try to decide “the cause of 
death.” Probably they will conclude that the desire for “something for nothing” 
eaused the death of freedom. The “duration of illness” however, will be more 
obscure to them, even as it is to us, who are puzzled indeed, as we try to decide 
just when this “something for nothing” illness really began. 

One thing, however, which will stand out clearly as an acute exacerbation of 
the chronic disease will be, if made into law, the legislation bearing the designa- 
tion H. R. 9467, commonly known as the Forand bill. 

You will recall that during the 1st session of the 85th Congress, social-security 
legislation was enacted into law, which creates a class of citizens who after age 
50, and after being classified as totally and permanently disabled, are entitled to 
cash payments for the rest of their lives. Just before Congress recessed on 
August 31, 1957, Representative Forand of Rhode Island dropped into the hopper 
another blueprint for socialism. I urge each of you to read for yourself this 
40-page proposal. For many of you it will be rapid reading because many para- 
graphs are so nearly identical with so many previous proposals that it is like 
reading a familiar story. Others of you will find it rather time consuming be- 
cause some of the things you read will be so unbelievable that you will have to 
go over those sections several times before you can realize you are reading 
correctly. 

This bill, which was written in consultation with the AFL-CIO, and which is 
that organization’s No. 1 legislative objective in this session of the Congress, 
proposed several things which would endanger the future health and welfare 
of the American people. 

(1) It would provide all social-security recipients and all those eligible, but 
not yet receiving them, and also their survivors or dependents, with free hospital 
care for 60 days per calendar year and an additional followup period of 60 days of 
free care in an approved nursing home—a total of 4 months per year if needed. I 
could elaborate on that word “needed” for the remainder of my alloted time. 
Suffice it to say that in many cases there will be a great difference between what the 
doctor thinks the patient needs and what the patient thinks he needs, and what 
the local politician thinks they both need. This hospital care will include all 
routine service commonly rendered a bed patient as well as all drugs, appliances, 
laboratory services, use of the operting room, and ambulance service. 

(2) The Forand bill provides for free surgery, both minor and major, dental 
surgery, and also out-patient care in the hospital or doctor’s office if classified 
as “an emergency.” Freedom of choice is restricted’ by providing reimburse- 
ment only to those surgeons certified by the American Board of Surgery or the 
American College of Surgeons. I would like to elaborate at length here but will 
only pause to remind you that this is an example of the familiar and often success- 
ful Socialist technique of divide and conquer. I regret to say I have talked with 
numerous physicians who are not certified by these accrediting agencies who 
became so infuriated at the discrimination that they completely overlooked the 
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welfare-state philosophy contained in the bill and begun expending their energies 
attacking their colleagues who are board certified. 

(3) The third major proposal in this legislation is an increase in the taxable 
salary base from $4,200 to $6,000. ‘The OASI tax rate is increased one-half of 1 
percent for both employer and employee and three-fourths of 1 percent for the 
self-employed. Changes we have seen in the income-tax rates should make it 
clear that there is no limit to the possible future increases in the amount of 
OASI tax percentagewise, or on the amount of earnings on which the tax may be 
levied. The amount of so-called free hospital and surgical care to be provided, 
will be unrelated to the amount of tax the recipient has paid into the fund. A 
familiar Soviet doctrine “from each according to his ability—to each according 
to his need.” 

(4) The Health, Education, and Welfare Department would be authorized to 
bargain individually or collectively with dentists and physicians or their repre- 
sentative associations with respect to fees which would constitute full payment 
for services rendered. Those patients receiving this free hospital care who 
were not satisfied with the seimprivate accommodations provided, would be 
allowed to pay from their own resources for whatever private deluxe services 
they wanted and could afford. 

One State medical society has registered its opposition to the Forand bill 
because— 

1. It abridges the free choice of physician. 

2. It imposes a third party into the physician-patient relationship which 
will inevitably bring Federal controls and bureaucratic interference in medi- 
cal decisions affecting the health and welfare of the patient. 

3. It is socialized medicine, leading directly to the “captive hospital,” the 
“captive physician,” and control of communitywide health through Federal 
control of sources of revenue to health facilities. 

4. It shifts the responsibility for care of the sick, aged, and disabled 
from the family and loca! agencies to the Federal Government. 

5. The cradle-to-the-grave approach robs a person of much of his urge 
for thrift and his need to plan to the best of his ability for his own old age, 
and fundamentally changes this Nation from one of independent, self-reliant 
citizens to a nation of citizens subservient to an all powerful central govern- 
ment for their health and welfare needs. It encourages individual irre- 
sponsibility. 

6. Inability to pay is not a condition of participation. 

A nationally known and respected leader in organized medicine has listed 
several reasons why the Forand bill should not be passed. He says: 

1. It could bankrupt the social-security program and jeopardize the basic 
retirement incomes of millions of Americans. (There are numerous au- 
thorities on social security as well as others of us who do not merit that 
classification who are convinced the program is already bankrupt.) 

2. It would mean higher taxes; less take-home pay. 

3. Demands by others for similar benefits would lead to total socialized 
medicine. 

The Forand bill would extend clear-cut socialized medicine to the aged 
and would stimulate demands by other segments of the population for 
Similar benefits. 

4. The principle of Government regulation of professional fees, wages, 
and prices would be introduced in the United States. 

The Federal Government would be given the right to fix the fees and 
charges to be paid to the participating physicians and hospitals. His- 
torically when such a principle as this is once established, it is extended 
to other segments of the economy. 

5, Communities would be threatened with a shortage of hospital beds. 

Since beneficiaries could be lodged in hospitals and nursing institutions 
without charge up to 120 days each year there would be a needless and dan- 
gerous crowing of hospital space. 

6. Many aged persons would become unduly concerned with their health. 

By eliminating personal financial responsibility, many aged persons would 
insist On unnecessary hospital and medical care for trivial or even imaginary 
illnesses. 

7. It is hasty, ill-conceived legislation based on inadequate knowledge of 
the problem. 
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8. Beneficiaries under the law would be restricted in their choice of hospital 
and physician. 

9. The close personal relationship between the doctor and his patient would 
be harmed. 

10. Community incentive to support and build hospitals would be curbed. 

Citizens would be inclined to shift the responsibility for building and sup- 
porting hospital facilities to the Federal Government and away from private 
and local governmental sources. 

11. The job of providing the necessary hospital and surgical services for 
the older population can and should be handled through free enterprise. 

12. It would discourage families from taking care of their own. 

These are valid reasons for using every honest means at our command in an 
effort to defeat this bill. 

I would, however, summarize my own condemnation of this proposal in a differ- 
ent way. This bill, if passed, will be such a strong endorsement of the philosophy 
of social security, and will fix so firmly upon the American people the shackles 
of the welfare state, that most of you here in this room will live to see the total 
and permanent destruction of individual freedom. 

Since God created man with a mind capable of determining his own destiny, 
mankind has constantly struggled for the right of self-determination. Many 
well-meaning but misguided citizens have been so thoroughly hoodwinked by a 
handful of Communist planners that they are willing to legislate their country- 
men into Socialist slavery in the futile attempt to so rearrange things that man 
can reap the harvest without the labor of planting. 

This philosophy is being cleverly encouraged among our people by this publi- 
eation by the Union of Soviet Socialist Republics which appears monthly on 
our newsstands with the blessing of our own State Department. I will illustrate 
with two paragraphs from the December 1957 issue. 

“For the Soviet worker, there is not the driving necessity to put away sav- 
ings for a secure old age, or for rearing a family, or for disabling illness. When 
he falls ill, in addition to receiving free medical care, he is paid during the period 
of disability. If the disability proves permanent, he receives a pension. When 
he reaches retirement age, he retires on a pension which may range from 50 to 
100 percent of his full average wage. 

“All kinds of medical and dental services, the sick benefits and the disability 
and old-age pensions are financed entirely by the state.” 

When you are called upon by this organization, and by other organizations of 
like mind, to fight this legislation and all other legislation of similar intent, I 
hope you will respond as if your life depended upon it, for as a matter of fact, 
it does, 


HOovsE OF REPRESENTATIVES, 
Washington, D. C., June 20, 1958. 
Hon. Writpur D. MILs, 
Chairman, House Ways and Means Committee, 
Washington, D.C. 


DEAR Mr. CHAIRMAN: I am sending you herewith enclosed a letter sent to me 
by the Ohio State Medical Association, together with an accompanying state- 
ment, which the association would appreciate having included in your records 
and any hearings held in connection with H. R. 9476, now pending before your 
committee. 

This letter and statement were sent to me because of the illness of Ohio’s 
member of your committee, Hon. Thomas A. Jenkins, and will give you and 
the committee, as well as the Congress, the views of the Ohio State Medical 
Association on this important legislation. 

Respectfully submitted. 

CLARENCE J. Brown, Member of Congress. 


OHI0 STATE MEDICAL ASSOCIATION, 
Columbus, Ohio., June 18, 1958. 
Hon. CLARENCE J. Brown, 
House Office Building, 
Washington, D. C. 

DEAR CONRESSMAN Brown: Inasmuch as hearings have started, or are about 

to start, in the House Ways and Means Committee on social security bills, in- 

cluding H. R. 9467, the so-called Forand bill, I have been instructed by the 
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council of the Ohio State Medical Association to make known to you the views 

of the Ohio State Medical Association on the Forand bill and any similar pro- 
sal. 

wis you will note by reading the attached statement, the association is on 

record officially as being opposed to the passage of the Forand bill. 

Nevertheless, the association is fully aware of the health problems confront- 
ing our aged citizens and of the urgency of finding solutions for them. 

In fact, the association is actively supporting steps being taken now in Ohio 
to speed up ways and means of helping the aged meet their social and economic 
problems, including those relating to health care. 

The Ohio State Medical Association believes that solutions for most of the 
problems confronting aged citizens can, and should, be developed in the States 
and local communities through the cooperative efforts of governmental units 
and all citizens, individually and collectively. There are areas in which the 
aid of the Federal Government may be needed. However, the Ohio State Med- 
ical Association believes that Federal activity in this field, particularly in the 
area of health care, should be kept at a minimum. The States and local com- 
munities should meet this challenge. Most of them are able to do so—cer- 
tainly Ohio is. 

As indicated, the Ohio State Medical Association has joined with other 
organizations and agencies in an aggressive effort to identify the health needs 
of the aged and to provide resources for meeting them ; namely: 

It has made available by official action the services of its committee on med- 
ical services and committee on care of the aged to the Ohio division of aid for 
the aged. 

It has carefully selected member serving on an advisory committee to the 
medical-care section of the Ohio division of aid for the aged. 

It has decided to carry on a determined effort during the next session of the 
Ohio General Assembly in support of more adequate appropriations for the 
Ohio aid for the aged health-care program. 

It has officially endorsed the creation of the joint council to improve the 
health care of the aged by the American Medical Association, American Hos- 
pital Association, American Dental Association, and American Nursing Home 
Association. Members of Congress are aware of this new joint undertaking, 
Iam sure. 

It has voted active support to the general objectives of the joint council as 
well as to the many specific projects which the council is undertaking. 

It has urged voluntary-health-insurance agencies, including the association’s 
Blue Shield plan—Ohio Medical Indemnity, Inc.—to explore immediately the 
feasibility of offering an insurance contract for the aged to defray the costs 
of health care, which contract would include a provision by which the insured 
aged person could have paid-up protection upon attaining the age of 65 years. 

It has supported the position taken by the American Medical Association 
favoring greater use of Hill-Burton funds for chronic-disease facilities ; favor- 
ing Government loans for more nursing homes and similar facilities for the 
aged; favoring National and State conferences on problems of the aged. 

It has participated in the planning of several statewide conferences in Ohio 
on problems of the aged and prominent Ohio physicians have been program par- 
ticipants. 

There is ample proof that the citizens of Ohio are rallying to the support of 
the aged and are taking tangible action to see that their needs, including health 
needs, are adequately met. 

As stated previously, Congress can be of assistance in a few specific areas. 
On the other hand, it should not take action which will destroy incentive and 
initiative on the part of the States and local communities. It should not sub- 
stitute for State and local programs of aid for the aged, a costly, complicated 
plan of governmental health insurance. 

I trust that you will give serious consideration to this communication. If 
possible, pass on to your colleagues on the Ways and Means Committee the views 
which I have expressed. I am confident they have the wholehearted support of 
the great majority of the physicians of the State of Ohio. 

Sincerely yours, 
G. A. WoopHoussg, M. D., President. 
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At a meeting of the council of the Ohio State Medical Association, December 
15, 1957, in Columbus, the council considered the provisions of H, R. 9467, intro- 
duced August 27, 1956, in the United States House of Representatives by Repre- 
sentative Aime Forand, of Rhode Island, and subsequently referred to the House 
Ways and Means Committee. The bill would increase social-security deductions 
to provide free hospital, nursing, and surgical care for all persons eligible for 
ee under OASI, regardless of their need or whether or not they had 
retired. 

It was the unanimous opinion of the council that the passage of this bill would 
not be in the best interest of the public for the following reasons: 

1. This proposal is another attempt to substitute Government responsi- 
bility for individual responsibility. 

2. The harassed American taxpayer is looking for tax reductions, not tax 
increases ; pay increases, not more payroll deductions. 

3. The proposed system of compulsory health insurance would be another 
step in the socialization of medicine, and could lead to the complete govern- 
mental control of the practice of medicine by extension of its provisions to 
all age groups. 

4. The Forand bill does not guarantee free choice of physician and hospi- 
tal. It stipulates that beneficiaries would be restricted in their treatment 
to those individuals or institutions willing to enter into contracts with the 
Government under its terms and conditions. 

5. It would be unwise to provide additional benefits of unpredictable cost 
to the present overtaxed social-security system. 

6. The establishment of a system of governmental social-security hospital 
and surgical benefits would jeopardize the future of voluntary insure pro- 
grams which have made such progress in recent years. 

Believing that the Federal Government already has gone too far in controlling 
the lives of its citizens through a paternalistic approach to the solution of prob- 
lems which can be resolved through individual initiative. The council strongly 
urges militant public opposition to this latest attempt to foist socialism on the 
American people through the passage of the Forand bill. 


TEXANS FOR AMERICA, 
Fort Worth, Tez., June 30, 1958. 
Hon. WILBUR D. MILLS, 
Chairman, House Ways and Means Committee, 
Washington, D.C, 

Dear Mr. Mitxts: In keeping with our interest in all matters vitally affecting 
our country, this organization wishes to state its opposition to the Forand bill 
(H. R. 9467) and all other such legislation now being studied by your committee. 
In order to conserve your time, we shall present them in the barest outline 
possible—hence, the form below. 


PHYSIOLOGICAL REASONS FOR OPPOSITION 


1. Many aged persons would become unduly concerned with their health, 
resulting in unnecessary medical care for trivial and imaginary illnesses. 

2. The legislation would discourage families from taking care of their own 
responsibilities. This legislation to encourage dependency. 

8. This Federal Government intervention would curb community incentive to 
build and support hospitals. 

4. This impersonal approval would tend to increase mental illness in the 
aged—a group already prone to difficulties arising from a sense of being unneeded 
by and unimportant to their younger kinsmen. With the rising number of elderly, 
this could be a real factor in the mental health situation in our country. 


PHILOSOPHICAL REASONS FOR OPPOSITION 


1. The legislation would set a precedent of Federal Government regulation 
(in peacetime—not in war emergency) of professional fees, wages, and prices. 
Once established there would be no logical reason for this process not to spread 
to all fields of endeavor. 
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2. The legislation would by statute severely limit patient. choice of physician 
and hospital. The Forand proposal states there would be no limitation, but 
then proceeds to set up a severe set of limitations. We find union members as 
perturbed by this invasion of personal prerogatives as are physicians. 

3. The Forand proposal would promote the disturbance of doctor-patient 
relationship by an all-powerful third party—the Federal Government. 

4. The Forand bill would introduce an entirely new feature into the social 
security setup. So far all benefits have been of the “cash benefit” type. Now 
it is proposed that there be a “service type” benefit—with a paternal Govern- 
ment paying the bills of its children but not trusting them to handle the money. 

5. By dictionary definition such Government control of goods or services is 
socialism. 

6. Socialism for 13 million Americans could lead to socialism for all Ameri- 
cans—complete federalization of medicine. Such proponents as Cruikshank of 
AFL-CIO blandly admit that complete federalization of medicine is their 
ultimate goal. 

ECONOMIC REASONS FOR OPPOSITION 


1. The Forand proposal would endanger the social security financial structure 
(already regarded by many as unsteady). The system now operates in the red. 
It is doubtful if the proposed revenue increases would pay for the proposed 
benefits. In our own country and in other countries the estimates have never 
proved realistic. 

2. The Forand proposal would not answer the care problem fully. There is 
no adequate provision for elective surgery, mental disease, or tuberculosis. 
There is no provision for those now drawing disability benefits. There is no 
provision for the elderly not eligible for social security benefits. 

3. The Forand proposal would increase taxes on a populace already over- 
burdened. This organization is opposed to any increase in taxes. A recession 
time is no time to add to the burden of the individual or of industry. 

4. The Forand proposal is inflationary. Less take-home pay would e¢all for 
more wages to make ends meet. More tax on industry would call for higher 
prices. Our difficulties with the inflationary spiral would be compounded. 

We urge you and your committee to reject all proposals which would invade 
private rights, discourage individual responsibility, increase taxes, promote 
socialism, increase inflation—and still not take care of the stated problem 
attacked. 

Yours very truly, 
J. Everts HAcey, State Chairman. 


Mr. Foranp (presiding). The next witness is the Physicians Forum, 
Ine. Dr. Butler and Dr. Aaron, will you come forward, please? 

For the purpose of the record will you identify yourselves. 

Dr. Burier. Mr. Forand and other members of the committee, I 
speak for the Physicians Forum. 

Mr. Foranp. Will you give your name and the capacity in which you 
appear as well as the gentleman who accompanies you ? 

Dr. Butter. I am Dr. Allan M. Butler, professor of pediatrics at 
Harvard Medical School, chief of the children’s medical service at the 
Massachusetts General Hospital and vice chairman of the Physicians 
Forum, Inc. 

With me is Dr. Harold Aaron who I think might want to introduce 
himself. 

Dr. Aaron. I am chairman of the committee on social security of 
the Physicians Forum and I will develop some remarks on the cover- 
age of physicians under the social-security bill after Dr. Butler has 
presented his observations. 

Mr. Foranp. You may proceed, Doctor. 
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STATEMENTS OF DR. ALLAN M. BUTLER, PROFESSOR OF PEDIATRICS, 
HARVARD MEDICAL SCHOOL, CHIEF OF CHILDREN’S MEDICAL 
SERVICE, MASSACHUSETTS GENERAL HOSPITAL, AND VICE 
CHAIRMAN OF THE PHYSICIANS FORUM, INC.; AND DR. HAROLD 
AARON, CHAIRMAN OF THE COMMITTEE ON SOCIAL SECURITY, 
PHYSICIANS FORUM, INC. 


Dr. Butter. I speak for the Physicians Forum, a national organi- 
zation of physicians, in existence for more than 19 years. Our mem- 
bers, who number 1,000 and are mainly private practitioners, also 
belong to their county medical societies or other recognized profes- 
sional associations. 

Ever since its founding in 1939, the Physicians Forum has concerned 
itself with the extension and improvement of medical care and has 
supported new and constructive proposals to achieve this end. 

The Physicians Forum is pleased to have this opportunity to present 
our views in favor of adding medical care benefits to the Federal 
social-security system. The official position of the forum on H. R. 
9467 is contained in a policy statement adopted by its board of direc- 
tors on March 3, 1958, which has been submitted in the printed state- 
ment. 

Iam a little puzzled to know whether we should continue in the form 
that has been set and read the printed statement because quite a lot of 
water has gone over the dam this morning. 

Mr. Foranp. Do you want to summarize your statement and have 
your full statement appear in the record ? 

Dr. Bur_er. We would like to have the full statement appear in 
the record. 

Mr. Foranp. That will be done. 

Dr. Burter. And then if I could, I would like to point out certain 
things and emphasize certain things that have been said here this 
morning. 

First of all, I would like to put on the record our appreciation of 
the excellent statement made by Dr. Dixon. I think I would also like 
the record to show that in view of its excellent content, its conclusions 
perhaps are not as constructive as might have been expected. 

I would also like, in order to save time, to call attention to the fact 
that this statement of objective facts effectively refutes the American 
Medical Association’s rather sweeping statements, their reiteration of 
well-known phrases, their rather dire predictions of what may happen 
in the future, and I think their rather discouraging obstructive 
recommendations. 

There are three things I would like to do: I would like to outline 
very briefly, because I think it is pertinent, the sort of past history of 
the American Medical Association in opposing any legislation or any 
voluntary endeavor to effectively distribute the cost of medical care 
or improve the efficiency when medical care was rendered when such 
suggestions had first been made. 

For instance, it opposed the Blue Cross when it first started. It 
opposed the Hill-Burton Hospital Construction Act when it was 
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first reeommended. Today I notice that it now asked for an extension 
of the Hill-Burton Hospital Construction Act meeting the problem 
that we are here to discuss, and I will comment that such extension of 
the Hill-Burton Hospital Construction Act would not have any rela- 
tion to solving this problem at all, namely, the cost of providing 
medical care to the aged. 

The AMA has opposed the inception of every well-organized volun- 
tary insurance program that has now been started and is functioning 
successfully in the United States. Tomy knowledge they even opposed 
the starting of the Mayo Clinic. They also opposed the institution of 
full-time salaried physicians in our great charity teaching hospitals, 
which has been one of the main ways in which we have improved the 
teaching of medicine, and, in so doing, the quality of our medicine, and 
also improved the quality of the aed care received by the millions 
of people treated in such hospitals, 

It is opposed to the financing of medical research by the Federal 
Government. In that connection I would like to comment, as has 
already been commented by Mr. Forand, on this phrase, “socialized 
medicine.” Over 50 percent of the medical search conducted in this 
country at the present time is financed by Government funds. I would 
suggest according to the definition given this morning that that in a 
sense is socialized medicine. 

Also, of course, over 50 percent of the medical care now given in this 
United States to its citizens is financed by moneys either raised through 
Government organization, city, county, State, and Federal, or by 
funds raised from people and those funds are used to pay for the 
medical care of other people, which again I think is socialized medicine. 

So we have it. Our job is not to oppose socialized medicine. It is to 
see what we are going to do about it and how to run it and manage 
it effectively. 

On the phrase of “socialized medicine” there are two other phrases 
that have been used this morning by the representatives of the Ameri- 
can Medical Association. One is “free choice,” the other is “third 
party.” It would seem that the American Medical Association on what 
they call free choice is really the limitation in the public’s freedom to 
choose how they wish to get their medical care because, as I under- 
stand it, the American Medical Association’s definition of “free choice” 
is the free choice of an individual seeking medical care as regards ob- 
taining that medical care from an individual physician. And they 
often in what they say and what they write indicate that a person who 
for financial reason of his own free choice goes to a unit where he gets 
medical care from the organization but cannot, as he gets that medical 
care, specify the doctor of that organization. That is not having free 
choice. 

I would just like to comment that insofar as probably the highest 
type of medical care, most efficiently given, is given by well-organized 
units of medical service. Our big charity hospitals, our well-organized 
voluntary health-insurance programs are given by a service where 
the patient chooses the service, but he does not choose the doctor. I 
think the patient should be free both to choose the doctor if that is 
the way he wishes to get his medicine and free to choose a well-organ- 
ized service that gives him medicine without his having the right to 
choose the specific doctor. 
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“Third party.” That has already been dealt with pretty success- 
fully. As far as I know all commercial insurance companies, Blue 
Shield, Blue Cross, all of the voluntary insurance today have a third 
party as regards the collection of funds and the payment of the costs of 
medical care. 

The next thing I would like to comment on its the appropriateness 
of the Forand bill in meeting the problem so well described by Mr. 
Dixon of medical care of the aged and dependents who are beneficiaries 
under OASI. I think in that connection if a speech by Mr. James 
Brindle has not come to the attention of this committee I would like 
to call their attention to it. It was a speech he gave to the Trustees 
Institute of the New England Hospital Association, and it is an 
excellent presentation of the problems of providing medical care on 
an insurance basis and the limitations imposed in the solution of that 
problem by the attitude of so-called organized medicine. 

I have here certain specific statements that have been made by Dr. 
Allman and have been presented by the AMA. They are all pub- 
lished in the June 7 issue of the Journal of the American Medical Asso- 
ciation. I do not know whether it worth reading those, but certainly 
attention should be called to them. It is not worth reading them be- 
cause in the same place Mr. Forand has nicely answered most of 
these. I think we would agree the statements lead to false impressions 
and really misrepresent what the Forand bill is attempting to do. 

This statement, for instance, says that the Forand bill “would bring 
the aged under Government control and supervised health care.” As 
Mr. Forand in his answer so nicely comments, “That really is not so.” 

The bill as you all know concerns the means of paying for medical 
care by this group that has so nicely been described this morning as 
unable to pay for medical care; it does not in any way interfere with 
the doctor’s function in giving that medical care except in one im- 
portant point. I would like to stress this. The important point is 
standardizing. The great limitation as I see it in our voluntary 
health-insurance schemes is that there is no organization that is asso- 
ciated with those schemes that has any means of setting standards. 
The standards are set by the well-organized group health-insurance 
plans which the AMA opposes, but they are not set in a satisfactory 
way in the other voluntary health-insurance plans. As a matter of 
fact, there are no standards enforced by medical societies as regards 
medical care except the standard of malpractices. And a great advan- 
tage of bringing Government into the financing of medical care is 
that Government is an agency that can introduce standards. 

I think it is essential that we have something that enforces better 
standards in the practice of medicine in the United States than we 
have today. Our best medicine is the best, but far too much of it is 
very substandard medicine. 

Then Dr. Allman mentions free choice, but we have already dealt 
with that. It is also said that, “It would eventually destroy private 
health insurance and the Blue Shield-Blue Cross plans.” Mr. Dixon 
a pointed out very clearly what a help this would be if properly 

one. 

The statement of the AMA published in this June 7 issue also in- 
sinuates that voluntary insurance is meeting the need. I cannot con- 
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ceive of anybody having given even the subject any thought who could 
with sincerity agree with that statement. 

Then it is rather interesting that Dr. Allman concludes that this 

program— 
could bankrupt the entire social-security program and jeopardize the basic re- 
tirement income of millions of Americans. 
In that connection I would like to supplement what I have said of 
my interpretation of what Mr. Forand was saying when he suggested 
that the AMA had been opposing the social-security program. I 
have appeared on a good many platforms discussing a better dis- 
tribution of the cost of medical care with representatives of the Ameri- 
can Medical Association and State medical societies, and not uncom- 
monly the argument put forth by these representatives is that the 
social-security system is a fraud. People are paying moneys that 
they will never get back. I am very pleased to see that apparently the 
AMA now agrees that the social-security program provides the basic 
retirement income of millions of Americans. 

Anyway I suggest that we can leave to this ie and the Ways 
and Means Committee dealing with the solvency of the social-security 

rogram. 

: ne next thing I would like to bring up is the really basic sound 
philosophy of having the medical care of the aged and dependents 
who are already receiving benefits from social security given provi- 
sions with regard to their medical costs, I cannot think of any sounder 
way todoit. It has to come in in this fashion. 

t is interesting that before I left Boston Dr. Dean Clark, the 
director of the Massachusetts General Hospital, told me that the ac- 
counting figures of the Massachusetts General Hospital showed that 
far and away the biggest item that was causing the indebtedness of 
that organization that is running in the red and creating a serious 
eo. was the cost of taking care of people who were eligible for 

nefits under OASI. I would imagine that is so in most hospitals. 

The next thing I would like to do, to skip over and save time, is to 
point out specific objections to the bill. In doing that I would like 
to stress that we agree with the AMA in many of these specific criti- 
cisms. The forum agrees with the AMA that the inclusion of “elec- 
tive” surgery is desirable, that the qualifications for surgical eligibil- 
ity in the program are too limited, that the administrative control of 
the Secretary of Health, Education, and Welfare is too centralized, 
and that the bill as presently written—and that is a very major 
defect—encourages unnecessary hospitalization, thus tending to over- 
crowd hospital facilities and unnecessarily increasing the cost of medi- 
cal care. Let us comment, incidentally, that is exactly what Blue 
Cross and Blue Shield are also now doing. 

The AMA in facing this problem simply exhorts every physician 
to oppose this bill vigorously and be ready to make his views known 
to the Congress should that become necessary. On the other hand, 
the Physicians Forum has come to see Mr. Forand, discuss what we 
think are the limitation of the bill, and in the written statement we 
have listed the specific limitations and our recommendations for the 
constructive modification of those sections of the bill. 

I will only take up one I think. I think I will read what we have 
said about that because to us perhaps the major deficiency in the bill 
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is the limited type of doctor services included. From a medical point 
of view this is a most illogical and undesirable limitation. 

It is well known that the major types of illnesses afflicting the aged 
are not surgical—they are the diseases of the heart and blood vessel: 
and nervous system, the degenerative disorders, and a wide range o 
other medical conditions which collectively outnumber the major sur- 
gical problems of the aged. 

Moreover, even the individual requiring surgery frequently must 
receive care also from a nonsurgical specialist or general practitioner 
before, during, or after surgery. 

Lastly, regular medical supervision and preventive services are es- 
sential to minimize or prevent the impaired health and major disabili- 
ties caused by the aging process and chronic disease. 

The Physicians Forum strongly believes that comprehensive scope 
of service is an essential criterion for any health-insurance program, 
no less for one covering the aged. 

If the underlying purpose of the medical care section of the Forand 
bill is the improvement of the health of the aged and the prepayment 
of their averaged medical bills, the benefits must include all doctor 
services. 

From a pragmatic point of view, the limitation to surgery is also 
unwise. The exclusion of nonsurgical doctor services will not mollify 
in the slightest those opposed to the program, whereas, it makes the 
program less compelling to those in favor of it. 

From an administrative point of view, the special difficulties in- 
herent in fee-for-service payment of nonsurgical doctor services have 
been studied and widely discussed. 

We surmise that this accounts for the decision not to add these 
special difficulties to those which will attend the inauguration of this 
program. But we do not believe this is a sufficient reason. 

Nonsurgical medical benefits are provided by most Blue Shield plans 
as well as the comprehensive health insurance plans. The feasibility 
of insuring such benefits has been adequately demonstrated for many 

ears. 
. Moreover, the extensive experience with insurance limited to in- 
hospital doctor services shows clearly that this limitation results in 
unnecessary hospitalization. Some experts estimate that this would be 
so great it would approach the cost of nonsurgical doctor services. 

The Physicians Forum, therefore, urges in strongest possible terms 
that the medical care benefits from the start be comprehensive, espe- 
cially that all necessary services of specialists and general practitioners 
in the doctor’s offices, the patient’s homes, and the hospitals be pro- 
vided. 

Further, comprehensive medical care also means a wide range of 
nondoctor services such as nursing, medicines, prostheses, and den- 
tistry. In particular, the omission of diagnostic laboratory and X- 
ray procedures for nonhospitalized patients decreases the medical ef- 
fectiveness of the program and also encourages unnecessary hospital- 
ization. We believe the inclusion of these services is a most desirable 
goal. 

The Physicians Forum believes that comprehensive scope of service 
is most effectively and efficiently provided through the group practice 
of medicine. This has significant advantages to both patients and 
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doctors. We, therefore, recommend that wherever possible the pro- 
gram should encourage group practice. 

I think one other thing can be added which is not in this printed 
statement. The bill should be broadened to give the patient free choice 
of semiprivate or what I think is best termed “hospital service.” The 
vid term is “ward service.” That is important because we find today 
many people who have Blue Cross, and Blue Shield insurance elect 
to come on the wards and obtain hospital service, not private doctor 
tervice of the semiprivate variety because if they elect to go semi- 
private they are subject to certain costs which are not included in 
their insurance and they have not the funds in the presence of illness 
to pay those costs, so they come to our hospital ward service rather 
than semiprivate. 

For that reason I think this provision should be broadened so that 
again the patient has free choice. 

The next reason is that many of these patients will be receiving 
umbulatory care from the outpatient or ambulatory divisions of hos- 
pitals and they will have made contact with the physicians associated 
with the hospitals that are giving care in those clinics. 

Those are the physicians that ought to take care of them when they 
are hospitalized. If, when they are hospitalized, they have to look 
around for a private physician who is not the physician who is taking 
care of them, as an ambulatory patient it disrupts the personal rela- 
tionship and the continuity of medical care. 

So I would suggest this to our written suggestions. 

The rest of my statement pertains to detailed criticisms of the specific 
provisions and I think we would not need to reiterate those here because 
of the late hour. 

I would like to read one little thing in the statement. 

We believe that this program is of such importance that the major 
regulations and standards required should have the benefit of detailed 
consideration by the Advisory Council. 

We have said that the control is too centralized at the moment. We 
therefore recommend that the wording of lines 15 to 17 should be 
changed so that the Advisory Council has the responsibility to advise, 
consult with, and make recommendations to the ascectiey on matters 
of general policy, to review the regulations and standards required, and 
to meet at least three times a year, rather than the once a year specified 
on page 30, line 24. 

For the same general reason in five of the sections of this statement 
we recommend the strengthening of the responsibilities of the Ad- 
visory Council. 

I would be glad to answer any questions. 

Mr. Foranp. That concludes your statement. 

(Information referred to follows :) 


STATEMENT OF THE PHYSICIANS ForuM 


I speak for the Physicians Forum, a national organization of physicians, in 
existence for more than 19 years. Our members, who number over 1,000 and are 
mainly private practitioners, also belong to their county medical societies or other 
recognized professional associations. 

Ever since its founding in 1939, the Physicians Forum has concerned itself with 
the extension and improvement of medical care and has supported new and con- 
structive proposals to achieve this end. 
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The Physicians Forum is pleased to have this opportunity to present our views 
in favor of adding medical care benefits to the Federal social-security system. 
The official position of the forum on H. R. 9467 is contained in a policy statement 
adopted by its board of directors on March 3, 1958. 

Before reading this, I would like to comment on the false and misleading 
statements made by the American Medical Association about Representative 
Forand’s proposals as embodied in H. R. 9467. 

Dr. Allman, president of the AMA, states that the Forand bill “would bring 
the aged under Government controlled and supervised health care.” This is not 
so. Asis clear from the language of the bill, it deals primarily with the financing 
of health care of the aged. Insofar as it would set and enforce standards of 
health care, it would be serving both the public’s and the profession’s best inter- 
ests. It would not infringe upon free choice of qualified practitioners and 
institutions. 

Dr. Allman continues: “It would eventually destroy private health insurance 
and the Blue Shield-Blue Cross plans.” This is a prediction based on prejudice 
rather than factual evidence. Experience with medicare and other governmental 
programs utilizing existing plans for low-income groups does not justify such a 
prediction. 

The AMA also insinuates that voluntary insurance is meeting the need. 
Although there has been an increase in the number of insured, little progress has 
been made in satisfactorily expanding the scope of benefits in programs endorsed 
by “organized medicine,” nor in covering those not in employed groups or with 
low income—two general characteristics of the aged. Moreover, many of the 
most comprehensive voluntary health insurance plans have been opposed by 
“organized medicine.” 

Dr. Allman’s @onelusion that the proposed program “could bankrupt the entire 
social-security program and jeopardize the basic retirement incomes of millions 
of Americans” shows far more faith in the desirability and solvency of the present 
social-security program than the AMA’s previous statements predicted. We have 
equal confidence that the Congress can deal with the financial solvency of any 
expanded social-security program. 

Insofar as we now fail to distribute and meet the costs of medical care of the 
aged adequately and equitably, the AMA’s condemnation of the bill “as an at- 
tempt to solve a complicated health problem by political means rather than 
through established medical resources” is anything but constructive. The Con- 
gress would not be considering this problem if available resources were adequate. 

The negative manner in which the AMA mentions certain undesirable features 
of the bill, as now written, ignores a major purpose of congressional hearings 
and an essential process of legislative enactments: namely, the modification of 
first drafts by public review. 

The AMA summarily states that “national compulsory health insurance for a 
segment of our population * * * is not in the public interest and is bad legisla- 
tion for all Americans.” Yet, Americans enthusiastically approve of national 
compulsory education and finance from tax funds the means of providing this 
to those who do not elect to pay for private school education. In suggesting 
that extension of Government health insurance would be undesirable, the AMA 
overlooks the fact that it would be extended only if the public concluded that 
the results of health insurance for the aged showed that an extension to others 
was desirable. 

Comparison of the AMA’s and Physicians Forum’s comments on certain spe- 
cific provisions also deserves emphasis. The Forum agrees with the AMA: that 
the exclusion of “elective” surgery is undesirable; that the qualifications for sur- 
geons’ eligibility for participation in the program are too limited; that the ad- 
ministrative control of the Secretary of Health, Education, and Welfare is too 
centralized; and that the bill as presently written encourages unnecessary hos- 
pitalization, thus overcrowding hospital facilities and unnecessarily increasing 
the cost of medical care—incidentally, as does Blue Cross and Blue Shield. The 
AMA simply exhorts every physician “to oppose this bill vigorously and be ready 
to make his views known to the Congress should that become necessary.” 

But, in contrast, the Physicians Forum has carefully studied the provisions 
of the bill and submits the following constructive suggestions and recommenda- 
tions to overcome its present weaknesses. 
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THe ForAND BILL 
A statement of the board of directors of the Physicians Forum 
PART I. GENERAL COMMENTS 


The Physicians Forum enthusiastically endorses the medical care section of 
H. R. 9467, Representative Aime Forand’s social security amendments of 1958. 
This bill would correct, to a significant degree, one of the major deficiencies of 
American health insurance—inadequate coverage of the aged. What is most 
important, it does this in a way which meets most of the Physicians Forum’s 
long-standing criteria for satisfactory health-insurance plans. 


Summary of the medical care section of the Forand bill 

H. R. 9467 adds to the benefits now available to persons eligible for retirement 
and survivors benefits under the Federal social-security system, the following 
medical care benefits: 


(1) semiprivate hospital care for a maximum of 60 days in a 12-month 

riod ; 
pee) care in a nursing home when transferred from a hospital for a maxi- 
mum of 120 days in a 12-month period less the number of days of hospital 
care received in that same 12-month period ; and 

(3) fully paid surgery in a hospital (including oral surgery) and in a 
hospital out-patient department or a doctor’s office. 


These medical care benefits are limited to services which are medically neces- 
sary. Free choice of surgeon is stipulated, provided the surgeon is certified by 
the American Board of Surgery or is member of the American College of Sur- 
geons except in cases of emergency, in cases where such qualifications. are not 
practicable, and in cases requiring oral surgery when a dentist is acceptable. 

A national advisory health council would be available for consultation by 
the Secretary of Health, Education and Welfare who is given the primary 
responsibility for administering the program at the national level. Nonprofit 
voluntary insurance plans or organizations representing the hospitals, nursing 
homes, or doctors may be utilized to the extent that their use contributes to the 
effective and economical administration of the program. 

The bill contains the usual clauses guaranteeing the confidential nature of 
medical information about individuals and prohibiting Federal control of or 
interference with the participating institutions or the practice of medicine. 


Basis of forum endorsement 


There is universal agreement that most retired aged persons have great diffi- 
culty in financing their medical care. Many who have been ocvered by health 
insurance while employed are not able to continue such coverage on retirement, 
for then, when their income is reduced, the cost of the health insurance is almost 
always at least doubled because of the termination of the employers’ contribu- 
tion and the increase in rates that frequently occurs for those over 65. 

The best solution to the problem is the use of the Federal social security sys- 
tem as proposed in the Forand bill. This solution has been advocated by the 
Physicians Forum for many years. It is also endorsed by the AFL-CIO and 
major consumer organizations. This solution was also one of the unanimous 
recommendations of the last Presidential Commission on the Health Needs of 
the Nation, and was recognized as desirable by the Commission on Financing 
of Hospital Care. 

The use of the Federal social security system provides a sound financial base 
coupled with a scale of contributions proportionate to the individual's ability 
to pay. It also surmounts the geographical and nongroup enrollment problems 
commonly associated with other health insurance programs. 

No other practical alternative is possible except to give the aged public as- 
sistance medicine. This is advocated by the American Medical Association: 
“When illness occurrs, they (the so-called medically indigent) require aid by 
direct payment of their health costs from local and State funds.” ‘This is a solu- 
tion which is often inadequate, is distasteful to the American people and, in 
addition, is unacceptable to the Physicians Forum as not conducive to high 
quality of care and not compatible with good doctor-patient relationships. 
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The Physicians Forum, is, therefore, most pleased that the Congress is again 
giving serious and long overdue consideration to solving the urgent and distress- 
ing problem of financing medical care for the aged by the addition to the Fed- 
eral social security system of medical care benefits, 


Outstanding features of the Forand bill 


We particularly commend the requirement that the medical care benefits be 
in the form of services rather than cash indemnities. The Physicians Forum 
strongly believes cash benefits in any type of health insurance are so inade- 
quate and so vulnerable to serious abuse that they often defeat the purpose of 
insuring the patient’s medical bills. 

Another most desirable and significant requirement is the restriction of par- 
ticipating surgeons to those properly qualified. The Physicians Forum believes 
that in the absence of standards for promoting a high quality of care self- 
imposed by the medical profession, the public has the right and responsibility 
to take measures such as this to insure itself against an inferior quality of 
care. 

A third clause deserving special favorable mention is the requirement that 
nonprofit health insurance plans shall be used if they contribute to the “ef- 
fective and economical administration” of the program. If this discretionary 
power is properly exercised it could have a salutary effect on existing health in- 
surance plans. The exclusion of profit-making plans maintains an important 
principle in Federal health and welfare programs. 

Although endorsing the medical care section of the Forand bill, we believe it 
has one major deficiency and several formulations which could be improved or 
added. 


Need for comprehensive scope of service 


The major deficiency is the limited type of doctor services included. From a 
medical point of view this is a most illogical and undesirable limitation. 

It is well known that the major types of illnesses afflicting the aged are 
not surgical—they are the diseases of the heart and blood vessels, and nervous 
system, the degenerative disorders and a wide range of other medical condi- 
tions which collectively outnumber the major surgical problems of the aged. 
Moreover, even the individual requiring surgery frequently must receive care 
also from a nonsurgical specialist or general practitioner before, during, or 
after surgery. Lastly, regular medical supervision and preventive services are 
essential to minimize or prevent the impaired health and major disabilities 
eaused by the aging process and chronic disease. 

The Physicians Forum strongly believes that comprehensive scope of service 
is an essential criterion for any health insurance program, no less for one 
covering the aged. 

If the underlying purpose of the medical care section of the Forand bill is 
the improvement of the health of the aged and the prepayment of their averaged 
medical bills, the benefits must include all doctor services. 

From a pragmatic point of view, the limitation to surgery is also unwise. 
The exclusion of nonsurgical doctor services will not mollify in the slightest 
those opposed to the program, whereas it makes the program less compelling 
to those in favor of it. 

From an administrative point of view, the special difficulties inherent in 
fee-for-service payment of nonsurgical doctor services have been studied and 
widely discussed. We surmise that this accounts for the decision not to add 
these special difficulties to those which will attend the inauguration of this 
program. But we do not believe this is a sufficient reason. Nonsurgical medi- 
eal benefits are provided by most Blue Shield plans as well as the compre- 
hensive health insurance plans. The feasibility of insuring such benefits has 
been adequately demonstrated for many years. 

Moreover, the extensive experience with insurance limited to in-hospital 
doctor services shows clearly that this limitation results in unnecessary hos- 
pitalization. Some experts estimate that this would be so great it would 
approach the cost of nonsurgical doctor services. 

The Physicians Forum, therefore, urges in strongest possible terms that the 
medical care benefits from the start be comprehensive, especially that all neces- 
Sary services of specialists and general practitioners in the doctors’ offices, 
the patients’ homes, and the hospitals be provided. 

Further, comprehensive medical care also means a wide range of nondoctor 
services such as nursing, medicines, prostheses, and dentistry. In particular, 








946 SOCIAL-SECURITY LEGISLATION 


the omission of diagnostic laboratory and X-ray procedures for nonhospitalized 
patients decreases the medical effectiveness of the program and also encour- 
ages unnecessary hospitalization. We believe the inclusion of these services is 
a most desirable goal. 

The Physicians Forum believes that comprehensive scope of service is most 
effectively and efficiently provided through the group practice of medicine. 
This has significant advantages to both patients and doctors. We, therefore, 
recommend that wherever possible the program should encourage group practice. 


PART I. SPECIFIC COMMENTS 


1. On page 17, line 16, and several places thereafter the word “elective” 
appears. This word is defined on page 21, lines 2 to 5, as meaning “not medi- 
cally required.” Although the intent of the bill is quite clear, this definition 
is not the one in common use in the medical profession. 

There are many medical services which are medically required but in the lan- 
guage of the profession are called elective. For example, the frequently per- 
formed and unquestionably necessary operative removal of a cataract from the 
eye is called an elective operation because the date of performance is “elected” 
by the patient and doctor at their mutual convenience. In contrast is a non- 
elective procedure like an appendectomy which must be done as soon as a 
diagnosis of acute appendicitis is made. We, therefore, believe the word “elec- 
tive” is confusing and should be replaced wherever it appears by the phrase “not 
medically required.” 

2. The requirement that care in a nursing home will be available only if the 
patient is transferred to the nursing home from the hospital is undesirable. In 
practice it will certainly be ineffective as a restriction and will encourage un- 
necessary hospitalization to comply with this requirement. We, therefore, 
recommend that this requirement should be deleted. 

3. Criterion B for acceptance of a nursing home in the program (p. 20, lines 
18-21) is so broad that almost any institution could qualify. Unfortunately, 
there are many nursing homes which have little or no concern for the welfare 
of their patients and which function principally to exploit the financial re- 
sources of aged or chronically ill individuals. Preventable deterioration of the 
health of the patient in this kind of environment is inevitable. The criterion for 
acceptance of a nursing home in this new program must assure a high quality 
of nursing home care even though this would mean the establishment of a suit- 
able set of standards by the Federal Government. We, therefore, recommend 
that criterion B should be made more restrictive by inserting after “B” the 
words “which meets standards prescribed by the Secretary after consultation 
with the Advisory Council and.” 

4. On page 22, lines 2 and 3 and 16 and 17, the qualifications for surgeons 
eligible for participation in the program is not completely accurate. The Ameri- 
ean Board of Surgery certifies general surgeons only. Nine other American 
specialty boards issue certificates in the various surgical specialties, e. g., 
orthopedic surgery, ophthalmology, and gynecology. We, therefore, recommend 
that on page 22, line 2, after the word “Surgery” there be added “or one of the 
American surgical specialty boards.” Secondly, we recommend that on line 3 
the word “member” be changed to “‘fellow,” the word actually used by the Ameri- 
can College of Surgeons. Lastly, it is true that some excellent surgeons do not 
have these usual attributes of good training and experience. The surgeons in 
questions are the more mature physicians whose competency is recognized by 
high appointments on the attending staffs of good hospitals. We, therefore, 
recommend that such hospital staff appointments be accepted in lieu of the other 
qualifications. 

5. For obvious reasons there should also be a clause restricting payment to 
physicians or dentists legally licensed to practice medicine or dentistry in the 
State in which the services are rendered. 

6. The exclusion of minor surgery and of emergency surgery by a doctor who 
is not a qualified surgeon except “in cases of emergency where the life of the 
patient would be endangered by any delay” would literally mean that little 
minor and emergency surgery of nonhospitalized patients would be covered, as 
much of this is done by general practitioners and is not done on life-threatening 
conditions. If this is the intent, the wording of the benefit of nonhospitalized 
surgery raises too many expectations. If the intent is to provide most non- 
hospitalized surgery, the requirement.of performance by a qualified surgeon is 
unnecessarily high. As we favor the broadest coverage, we, therefore, recom- 
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mend that there be inserted on page 22, line 4, after “in” the word “hospitalized” 
and on line 6 after “delay” the words “and in nonhospitalized cases unless the 
procedure is specified by the Secretary after consultation with the Advisory 
Council as one requiring the attention of a surgical specialist.” 

7. The second exception (lines 6 and 7) to the required use of qualified 
surgeons where it is “not practicable” is so broad as to bring into jeopardy 
the value of the requirement as a whole. We, therefore, recommend that 
this exception be changed to “is not deemed practicable by the Secretary after 
consultation with the Advisory Council.” The most important categories of 
impracticability, like geographical considerations, might well be specified in 
the bill so that this provision for exception does not create misunderstanding 
and promote wholesale requests for exceptions. 

8. If nonsurgical doctor services are included in the benefits, there should 
be uppropriate provisions to assure a good quality of medical care and proper 
use of specialists. This might well be in the form of an authorization for the 
Secretary after consultation with the Advisory Council to establish the re- 
quired standards and regulations. 

9. The rates of payment of physicians are of such crucial importance to the 
success of the program that we believe the bill itself should spell out certain 
basic principles to be used in determining these rates. 

For example the bill might require that consideration be given to: 

(a) Relevant regional, State, and local conditions and practices. 

(bv) Training, experience, specialty certification, skill, and responsibility 
involved in rendering the services. 

(c) Annual income or its equivalent which the payments will provide. 

(d) Postgraduate education, vacation time, and other “fringe benefits.” 

And that there be professional and financial incentives to physicians to: 

(a) Advance professionally. 

(b) Render a high quality of service. 

(c) Locate in areas where services of the type they can render are in 
short supply. 

10. On page 29, lines 15 and 16, it is stated that all regulations “shall be pre- 
seribed by the Secretary” and he “shall consult with a National Advisory Health 
Council.”” As the bill is now written, it is difficult to visualize what, if any, 
responsibility the Advisory Council has. 

We believe that this program is of such importance that the major regula- 
tions and standards required should have the benefit of detailed consideration 
by the Advisory Council. We, therefore, recommend that the wording of lines 
15 to 17 should be changed so that the Advisory Council has the responsibility 
to advise, consult with, and make recommendations to the Secretary on mat- 
ters of general policy, to review the regulations and standards required, and 
to meet at least three times a year (rather than the once a year specified on 
p. 30, line 24). 

For the same general reason in five other sections of this statement we 
have recommended the strengthening of the responsibilities of the Advisory 
Council. 

11. The implications of this program in the medical area are obviously of the 
greatest significance. We believe, that the Federal agency dealing with medical 
matters—the Public Health Service—should be specifically represented on the 
Advisory Council. We, therefore, recommend that there be inserted after the 
word “officio,” line 19, page 29, the words “the Surgeon General of the Public 
Health Service, ex officio.” 

12. The proposed title of the Advisory Council seems to us to be too vague 
and too easily confused with other bodies in and outside the Federal Government. 
We, therefore, recommend that it be changed to National Advisory Council on 
Social Security Medical Benefits. 

13. Another major area of discretion concerns the utilization of existing non- 
profit health insurance plans. Representatives of the consumers and of the 
providers of the medical care benefits should participate in the formulation of 
the regulations governing the utilization of these plans. We recommend, there- 
fore, that on page 31, line 5, there be added after “herein” the words “and in 
accordance with regulations prescribed by the Secretary after consultation with 
the Advisory Council.” 

14. State and local advisory councils could play an important role by giving 
the public and the professions an established method for suggesting desirable 
individualized approaches to local problems, for coordination of this program 
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with other local health and medical services, and for checking on the local ef- 
fectiveness of the program. Although such decentralization is not typical of 
most Federal activities, it has been of considerable value—at times, even a 
necessity—in Federal programs of health and medical services. We, therefore, 
recommend that there be added a clause providing for the establishment of State 
and local advisory councils constituted similarly to the National Council. 

15. A program like this which provides individualized personal services must 
be responsive to the attitudes and experiences of the individuals receiving the 
services and providing them. This is particularly important where the services 
involve matters of health and life, and intricate relationships between patients, 
doctors, and administrative agencies. 

Adequate representation on the policymaking bodies, though essential, is not 
sufficient to protect fully the rights, the feelings and the dignity of the individual. 
We believe, therefore, that there must be a definite, fair, and simple method for 
the individual to express his views and obtain reparation, as appropriate, for 
any injustice that may occur. 


We, therefore, recommend that a clause be added providing for the establish- 
ment of local impartial hearing officers and appeal tribunals which can receive, 
investigate, evaluate, and dedress grievances in accordance with regulations 
made by the Secretary after consultation with the Advisory Council. It should 
be required that grievances involving matters of professional practice or conduct 
should be evaluated by a hearing body which contains competent and disinter- 
ested physicians; and grievances involving only professional matters, by a 
hearing body consisting exclusively of such professional persons. 

Mr. Foranp. The time is running short on us. Suppose we hear 
from Dr. Aaron. You have 17 minutes remaining of the time allowed. 
Do you think you can conclude in that time ? 

Dr. Aaron. Yes, sir. 

Mr. Forand and members of the House Ways and Means Commit- 
tee, the committee on social security for physicians of the Physicians 
Forum is an independent committee whose sole objective is to main- 
tain coverage of physicians under the social-security law. It has not 
other policies or programs to support except that one objective, social- 
security coverage for physicians. 

The committee, with members in 37 States, speaks for the many 
thousands of physicians throughout the country who wish to have 
social-security coverage on the same terms as the rest of the popula- 
tion and who resent being the only professional group in the United 
States not having this protection. 

At social security hearings 2 years ago, Congress excluded self- 
employed physicians because it was led to believe that the majority 
of physicians did not want coverage. This belief was undoubtedly 
based on the longstanding opposition to compulsory social security by 
the house of delegates of the American Medical Association. 

I am pleased to inform this committee that there is now substantial 
evidence that the position of the house of delegates of the American 
Medical Association does not reflect the viewpoint of the average 
practitioner, and that if all self-employed physicians were given an 
opportunity to express their wishes freely, a majority would vote to 
be included under the social-security law. 

At this point I would like to emphasize the secret ballot. When 
doctors come up on the medical society floor to be counted on a vote 
on an issue it is very difficult to resist the pressure of conformity 
from the point of view of the policy of the AMA. It takes a great deal 
of courage to introduce a resolution, to see it through debate on an 
issue that the AMA or the medical society opposes. 

That is the reason why it is so difficult to get a free expression of 
physicians on the issue of social-security coverage. 
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By the way, the statement was made that only 20 percent of the 
Connecticut Medical Society voted on that poll. I have the official 
figures and the statement that 20 percent was all, which was made. by 
the representative of the AMA, is not correct. The Connecticut State 
delegation conducted a referendum among 3,100 members in March 
and April of 1957, asking for opinions about compulsory inclusion of 
social security. 

Sixty-one percent of the members voted, not 20 percent. Seventy- 
three of those who voted were in favor of social-security coverage. 

Maine, by poll in 1958 registered for coverage in social security. 

Massachusetts by poll in 1956, New York State by resolution in 1957 
and 1958. The Pennsylvania Medical Society by poll in 1956, Ver- 
mont by poll in 1957. 

The following county medical societies have endorsed social-security 
coverage either through resolutions or referenda : 

California: Alameda-Contra Costa Medical Association, Oakland; 
Monterey Medical Society: Beverly Hills branch of the Los Angeles 
Medical Society ; Marin Gaui Medical Society. 

Colorado: San Luis County and Boulder County Medical Societies. 

Connecticut: Hartford County and Tolland County Medical So- 
cleties, 

Florida: Collier County Medical Society. 

Kentucky : Laurel County Medical Society. 

Maryland: Frederick County and Baltimore City Medical Societies. 

Massachusetts: Greater Boston Medical Society. 

Michigan : Washtenow Medical Society. 

New Jersey: Essex County and Bergen County Medical Societies. 

New York: New York County, Kings County, Oswego County, 
Erie County, Sullivan County, Broome County, Ulster County, and 
Ontario County Medical Societies. 

Ohio: Cleveland County Medical Society. 

Pennsylvania: Luzerne County and Harrisburg Medical Societies. 

Virginia: North Virginia district (seven counties), and Accomack 
County Medical Societies. 

Wisconsin: Milwaukee, Lincoln County, and La Crosse County 
Medical Societies. 

Some of the State societies have voted for coverage of physicians 
under social security. During the past year and a half, the commit- 
tee on social security for physicians published and distributed 
pamphlets and its Newsletter to physicians throughout the country 
explaining the advantages of social security and clarifying the mis- 
conceptions about the program. ag 

We received, in response, more than 7,000 individual letters from 

hysicians expressing their support for social-security coverage. We 
a about 2,000 of these letters, Mr. Chairman, and if the commit- 
tee wishes they can be made a part of the record. Two thousand of 
the seven thousand that have arrived express the wish to be covered. 

Mr. Foranp. I do not think that will be necessary. I believe that 

our statement to that effect and our verification of the fact that you 
have a stack of material there is sufficient. 

Dr. Aaron. Thank you. 

These letters came from every region of the country—from rural 
as well as urban areas. They include expressions of approval from 
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young interns to practitioners with more than a half century of pri- 
vate practice, and they cover every branch of the medical profession. 

Our educational efforts, financed by contributions from physicians 
themselves, have helped in great measure to dispel the confusion and 
misinformation about social security. 

For the first time, thousands of physicians have become aware that 
“voluntary” coverage was a mirage and that the real choice was be- 
tween social security on the same terms as the rest of the population 
or no coverage at all. They also came to realize that Jenkins-Keogh 
type of legislation supported by the AMA was not an alternative to 
social security. 

While we had hoped that by the time of our appearance before this 
committee, there would be a national poll which would provide con- 
clusive evidence of physician sentiment on this issue, we nevertheless 
are convinced that the available evidence is sufficient to demonstrate 
that the majority of physicians desire social-security coverage. 

I have here a number of letters I just received from all over the 
country expressing the resentment, the fact that the AMA has not in- 
cluded physicians or approved resolutions for coverage of physicians 
under social security. 

I would like to read just one from Dr. John W. McHaney of Jef- 
ferson City, Mo., because it expresses so well the feeling of so many 
practicing physicians. 


Dear Dr. AARON: The sentiment for social security for physicians in the State 
of Missouri has changed from outspoken opposition to that of a feeling of urgent 
necessity. Here in Jefferson City one of my colleagues died recently at the age 
of 49, leaving a wife and 4 children, the youngest, 8 years of age. This physician 
resigned as secretary of the Missouri State Medical Association, gave up his 
active practice, and accepted a position with the Missouri Department of Health 
because of coronary disease. He has stated to me on several occasions that he 
hoped he could survive long enough so that his wife and children would have 
social-security coverage. Unfortunately, he died when he had been under social 
security only 6 months. His wife with 4 children badly need the payment from 
social security which will not be forthcoming. 

In my county society 45 percent of the physicians are under social security at 
the present time being either in full. or part-time employment of the State or 
Federal Government and they all feel that they are fortunate. 

It is high time— 


says Dr. McHaney— 


that the wealthy medicos who have controlled the AMA for years surrender to 
the physicians of this country the right to decide their own and their families 
welfare. If an honest poll were to be taken today I am certain that the physicians 
of this Nation would overwhelmingly ask for social-security coverage. 

We have other letters but I will place them in the record. This let- 
ter from Dr. McHaney, I think, is not an isolated atypical example of 
the kind of letters that we have gotten and which we have spread on 
the table here from thousands of physicians. 

Mr. Foranp. You can leave those with the clerk of the committee. 
They cannot all be included in the record. 

Dr. Aaron. I will leave 2 or 3. 

(The letters referred to above are as follows:) 

Sr. Pererspure, Fra., June 24, 1958. 
HAROLD AARON, M. D., 
Chairman, Committee on Social Security for Physicians, 
The Physicians Forum, New York, N.Y. 

Dear Stir: In reply to your telegram of June 19, I regret to say I shall be un- 

able to testify in person nor attend preparatory meeting in Washington on 


TL LI CT ID 








SOCIAL-SECURITY LEGISLATION 951 


Thursday, the 26th at 9 p. m. Thank you for extending this invitation; I shall 
be there in spirit and only wish it were possible to appear personnally. 

First of all I feel that the AMA, in their intransigence in this matter of so- 
cial security for members of the medical profession, they have failed to keep 
step with changing conditions. There is, for instance, the realization by the 
physician that he can no longer preserve a ratio between the price he charges 
and the ever-expanding and increasing cost of everything which he finds neces- 
sary to carry the load of office and home and maintain the standard of living to 
which he naturally has gravitated through the very dignity identified with the 
profession itself and which is more demanding than, let us say, the average 
run-of-the-mill breadearner. Fees have not, and cannot, be increased to keep 
up with these last years of ever spiraling living costs. I point this out merely to 
show the physician as well as the retired and pensioned person is caught in a 
pincers and can no longer provide for old age as was possible when the social 
security measure was first considered and rejected by the AMA. 

I find from my contacts over the State that the men feel that there is a swing 
toward favorable consideration of the social security program for doctors. And 
that, were a secret vote taken, the vast majority would vote to have physicians 
included under the program, 

I find that many are trying to circumvent the present status by forming 
clinics whereby they may participate in social security benefits through a pro- 
cedure of group practice and in corporation. It is a defensive measure, and as 
you can see, will actually as it further develops result in a slow departure toward 
socialized medicine. 

Several men, even as few as 2 or 3, have debated this sort of a protective ar- 
rangement, solely with the idea of the benefits accruing. They know they are 
the best which can be found under almost any insurance plan. 

There appears to me to be nothing really democratic about the stand taken 
by the AMA. It smacks a little of the arbitrary position of the National Council 
of Churches in many matters which the pew committee found to be contrary 
to the wishes of the average church layman. ‘Therefore, I find a strong senti- 
ment toward having this question submitted to the individual physician—a ‘‘Yes” 
or “No” secret ballot. 

My own impression after living in a city of thousands of elderly retired people 
is that many doctors reach this time of life after years of charitable deeds to 
patients unable to pay, only to find that they must now reduce their type of 
living to what is sometimes fairly humiliating circumstances. 

The former president of the Chicago Medical Society and past president of 
the Illinois State Medical Association told me that Dr. Lull had sent him the 
Journal free of charge, and that he had written thanking him but remarking: 
“If I had had social security to help me as I retired I would be able to pay for 
my own subscription.” 

So this is how I find it. The men tell me, “Yes; I am for it. But I feel 
I cannot put my signature on paper saying so,” an evident unwillingness to 
declare for something that the AMA is against. 

Regretting that I shall be unable to be present and wishing you much success 
in the hearings, I am, 

Very sincerely, 
AtviIn L. Mitts, M, D. 


FAYETTEVILLE, ARK., June 24, 1958. 
Haroitp Aaron, M. D. 
New York, N.Y. 


Dear Stir: In reply to your wire regarding the hearing on social security for 
doctors, I am very pleased to report that in the last year there has been a 
great change in sentiment among doctors in this area. 

Previous to a year ago, the only information available on the subject was the 
AMA Journal, which has been violently opposed to the plan. Since then other 
journals such as Medical Economics have given the physician a true picture 
of the insurance value of social security, and the literature from your office 
has produced many converts. 

My last tabulation of my own medical society, the Washington County Medical 
Society, shows approximately 75 percent favoring social security for physicians. 

A factor which I do not believe is unique in my medical society is that over 
half of the members are at present covered by social security. This is brought 
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about by owning interests in small businesses—bank directors, directors of 
insurance companies, employment by the University of Arkansas, and the Vet- 
erans’ Administration. My own inquiry of each of these men has been that 
not a single one of them would be willing to surrender his social-security coverage 
if they were given a voluntary choice in the matter. This, to me, is probably 
the way most all doctors would feel once they were a part of and included 
under the coverage of social security. 
Very truly yours, 
Max F. McALuister, M. D. 


Dr. Aaron. Physicians—as these letters also testify—need the 
three-way protection provided by social security, just like the rest of 
the population. They have wives and children who should be pro- 
tected by survivors’ benefits in the event of their death. Physicians, 
like other people, can suffer permanent disability through illness or 
accident. 

It may be true that a physician can purchase a private life insur- 
ance policy that will give his family larger survivor benefits than old 
age and survivors’ insurance, but many young physicians cannot af- 
ford to purchase such policies until they have been in practice many 
years. 

The first 10 years in practice is the time when a doctor’s children 
are young and when his family would badly need the survivor pro- 
tection of OASI. 

Furthermore, there is not a single commercial insurance policy that 
includes all the features of OASI at a cost comparable to the taxes 
of OASI. 

The main point, however, is that social security and private insur- 
ance are not mutually exclusive. Physicians can have both—the 
minimum protection of OASI and the optimum protection of private 
insurance—the same as the rest of the population. 

As to retirement benefits, it may be true, as the AMA claims, that 
most doctors do not retire at age 65, but it is not correct to conclude 
therefore that “few physicians would benefit from the retirement 
features of social security.” Many doctors who are sick or partly 
disabled continue to work past 65 because many do not have the mini- 
mum basic financial security that OASI provides. It would be inter- 
esting to know how many surgeons and other ee continue 
working beyond their capacity and skills simply because they cannot 
afford to retire. 

Many medical societies support by voluntary contributions medi- 
cal society benevolent funds for widows and children of deceased 
physicians and homes for aged or disabled physicians who can no 
longer work or support themselves. 

As an example of the latter, allow me to quote from a resolution 
adopted by the Idaho State Medical Association at its 64th annual 
meeting in June 1956 which also appeared in the Congressional Rec- 
ord of June 14, 1957, in the remarks of Hon. Henry S. Reuss of Wis- 
consin : 


Be it resolved, That a committee be appointed to investigate the feasibility 
of establishing a home to provide care for Idaho physicians who have reached 
the age of retirement and are unable to retire, and that the committee report 
their findings at the 65th annual meeting of the Idaho State Medical Associa- 
tion. 
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Under social security, indigent physicians and the families of de- 
ceased physicians would receive financial assistance as their due by 
law, instead of having to rely on charity. 

Resolutions are being presented by State medical societies to the 
current meeting of the house of delegates asking that the AMA re- 
verse its stand on OASI or, at a minimum, conduct an unequivocally 
worded poll on the issue of social security coverage. 

It is our conviction that the majority of physicians would welcome 
OASI coverage now and that Congress should not wait until it has 
statistically comprehensive evidence. Nor do I think it should wait 
until a national poll is conducted because it is unlikely that such a 
poll would be conducted or if the States conduct such a poll that such 
polls would be completed in less than 2 years. 

Every year of delay in coverage of physicians is a hardship to 
families of deceased physicians and to physicians who will become 
disabled or who need to retire. 

In this connection, it should be recalled that, according to a 1955 
sample survey by the OASI staff, some 45 percent of the 200,000 
physicians listed in the AMA directory had at one time or another 
acquired social security credits either by working for private industry 
or by service during World War II or the Korean war. 

These do not include the credit obtained during service during 
World War II or the Korean war. 

Many physicians will get little or no benefit from these OASI 
credits. Thus, physicians have been—and continue to be—taxed di- 
rectly for a program whose benefits they are not able to fully enjoy, 
because of the exclusion of self-employed physicians. 

It is our conviction that coverage of self-employed physicians in 
OASI is consistent with the best traditions of American free enter- 
prise and American medical practice and that a majority of American 
physicians need and want the basic protection that social security 
provides. 

Thank you, Mr. Chairman. 

Mr. Foranp. We thank you very much for your presentation. 

Any questions ? 

Mr. Kine. No. 

Mr. Foranp. There are no questions. 

We thank all of you. 

The committee will recess until 2 o’clock. 

(The following material was filed with the committee :) 


PHILADELPHIA, PA., June 15, 1958. 
Hon. Wirisur D. Mitts, 


Chairman, Committee on Ways and Means, 
New House Office Building, Washington, D. C.: 


A recent official poll conducted by Philadelphia County Medical Society showed 
958 votes favoring compulsory social security for physicians to 295 votes against. 
Previously a poll by Pennsylvania State Medical Society showed 55 percent in 
favor of compulsory coverage. AMA assertion that doctors do not want social- 
security coverage is not valid. The AMA has repeatedly and undemocratically 
refused to take a nationwide poll of physicians on this vital matter. I would 
be happy of the opportunity to testify in favor of compulsory social-security 
coverage for physicians at your committee hearings on H. R. 8883. Please 
advise. 

Harotp A. Hanno, M. D. 
Member of Committee on Medical Economics of Philadelphia County 
Medical Society. 
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GRAND Raplps, MioH., June 25, 1958. 
Mr. Leo Irwin, 
Committee Clerk, 1102 New House Office Building, 
Washington, D. C. 


Dear Srr: In lieu of personal appearance at the Ways and Means Committee 
hearings on social-security matters I wish to present my viewpoint on the follow- 
ing subjects. 

1. Forand bill, H. R. 9467. Claims are being made by the American Medical 
Association that this plan would destroy Blue Cross-Blue Shield and substitute a 
Government controlled and supervised compulsory health care and insurance 
which would lead to socialized medicine. Ido not believe this. 

The AMA further claims this AFL-CIO sponsored bill would trend toward 
a national economy on a permanent basis for Government wage, price, and fee 
control and with higher taxes and less take-home wage earners pay it could 
bankrupt the entire social program and jeopardize the basic retirement incomes 
of millions of Americans. To all this I do not agree. Such propaganda sent out 
by the AMA national office is buncombe. I favor the Forand bill, H. R. 9467. 

2. Kean bill, H. R. 8883. Social security for doctors. At a previous congres- 
sional hearing before this committee, the AMA national officers perpetrated an 
injustice against its rank and file members by making censorious statements 
against social security for the doctors. As a result of this the doctors were not 
included. This was done without any authorization from the membership by 
questionnaire, poll, canvass, or vote and knowledge of it came as a surprise 
disappointment through general news sources. Very definitely this was an in- 
justice to the grassroots members of the AMA including the general practitioner, 
the country doctor, the family physician, and others, all self-employed. They 
were sold down the river by their national officers who, as a group of autocratic, 
domineering, and dictatorial brass-hats, arrogantly told the committee they dis- 
trusted the Federal Government with the least chance leading to socialized 
medicine. Again, to all this line of thought I do not agree. The doctors should 
be included under social security the same as the dentists, lawyers, bankers, and 
any other professional groups. 

Yours very truly, 
WALTER W. OLIVER, M. D. 


STATE OF CONNECTICUT, 
STATE DEPARTMENT OF HEALTH, 
Hartford, Conn., June 13, 1958. 
Re H. R. 12834. 
Representative ANTONI N. SADLAK, 
House of Representatives, Washington, D.C. 


DeEAR REPRESENTATIVE SADLAK: H. R. 12834 was introduced by Congressman 
McCarthy on June 5, 1958, and referred to the Committee on Ways and Means 
of which you are a member. We understand that the hearings are to be held 
from June 16 to June 27. The purpose of this bill is to increase the statutory 
ceiling on maternal and child health and crippled children funds and child- 
welfare funds to $25 million each. From the point of view of the State depart- 
ment of health we are interested in the provisions of this bill as they relate 
to maternal and child health and crippled children services. 

This bill follows the recommendations of the Association of State and Terri- 
torial Health Officers made at their annual meeting in Nevember 1957, as 
follows: 

“Raising of statutory limit on Federal MCH and CC funds: That the associa- 
tion request the Congress to raise the statutory ceiling on MCH and CC funds 
to $25 million each and to appropriate additional funds to the Children’s Bureau 
for grant-in-aid allocation to the States.” 
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The passage of this bill would be of value to Connecticut. The need for addi- 
tional funds for work for the health of mothers and children and for crippled 
children is based on a number of considerations : 

1. The child population has increased. 
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2. The cost of services has increased. 
3. There is need for expansion of present services to promote the health of 
mothers and children, for example: 

(a) Newer scientific developments have now made it possible to do open- 
heart surgery. Connecticut has been one of the leaders in children’s cardiae 
work during the past 10 years. The new field recently opened requires a 
larger number of qualified cardiologists, surgeons, and technicians at the 
time of the heart operation. The costs are soaring in this field. 

(0) Several centers for care of children with heart disease are now opening 
up and requests have been coming in for consultation and financial assistance. 

(c) Requests are coming in from parents and physicians for assistance 
in the diagnosis and treatment of children with chronic illnesses not now 
cared for under the State crippled-children program. If additional crippled- 
children funds were available, it would be possible to help in the care of such 
children. 

(d) Convalescent care for children with chronic illnesses such as rheumatic 
fever and heart disease needs thorough evaluation from the point of view 
of facilities and standards of care. To make a study would require the 
assignment of a special team of professional workers. 

(e) New developments in prosthetics for child amputees have interested 
the medical and related professions. More work needs to be done in this 
phase in crippled children. 

(f) We are well aware of some of the problems with respect to adolescents. 
Special services for and studies of this group of youngsters are needed. 

(g) Last year the State department of health had requested funds from 
the Children’s Bureau for a special project in obstetric nursing under the 
auspices of the Yale School of Nursing. Funds were unavailable. We hope 
that if additional funds were made available through Congress this project 
could be put into effect. 

(h) In order to continue to make Connecticut a safe place to have babies, 
we should carry on studies in conjunction with hospitals and with committees 
of the Connecticut State Medical Society. We should have statistical staff 
for this purpose. 

(i) More funds would make it possible to provide additional services to 
mentally retarded children and their families. 

(j) More than 10,000 young children attend day-care centers and nursery 
schools. In order to make it possible to provide adequate consultation to 
local directors of health and to assist the managers of child day-care centers, 
additional staff is necessary. . 

(k) The needs for orthodontic care for Connecticut children should be 
studied. 

It is hoped that you will find it appropriate to back this bill. 

Yours sincerely, 

STANLEY H. Oszorn, Commissioner. 


STATEMENT OF JERRY VOORHIS, EXECUTIVE SECRETARY, GRoUP HEALTH FEDERATION 
or AMERICA 


The Group Health Federation of America is presenting this statement against 
a background of many years’ experience of its member plans in endeavoring 
to provide adequate medical care for all groups in the population. 
28110—58——62 





eee aie es te ad 








956 SOCIAL-SECURITY LEGISLATION 


The Group Health Federation of America is an organization of prepayment 
health plans in the United States and Canada. Our membership consists 
entirely of voluntary health plans. It includes indemnity insurance plans as 
well as direct-service plans providing comprehensive health care through group 
practice. All of our member plans represent initiative on the part of the people 
in endeavoring to solve their problem of health economics through their own 
efforts and resources. In all these plans the professional staff completely con- 
trols all aspects of medical care, and relationships between the doctors and lay 
administration and boards of directors are of the best. 

Through the years considerable progress has been made by voluntary plans 
of the type belonging to GHFA, and at the present considerably more than a 
million people are being provided with either protection or service to cover 
most of their health needs through our member plans. These are democrat- 
ically controlled plans trying their very best to minister to the needs of all 
kinds of people of all ages. Most of our member plans have programs for the 
care of people beyond the age of 65. But a number of them have had to protect 
themselves by including older people only when they had enrolled prior to the 
age of 65, or in some cases prior to age 60, or in other cases where they are 
included in an employed group. Exact statistics are not available, but it is 
well known that the cost of care for people in the older age group is consid- 
erably greater than for those in the younger ages. It is also an obvious fact 
that people beyond the age of 65, particularly retired people, have a more diffi- 
eult time finding the money to pay for subscription to a voluntary direct service 
or indemnity health plan than do people of younger years who are employed. 
Particularly is this true since the employed people generally have one-half or 
more of the subscription cost of the plan paid by the employer. 

Despite great and continuing effort to find ways to solve the problem, the 
labor health plans which have been developed through health and welfare funds 
have not yet found a practical way to continue to cover people beyond the re- 
tirement age who have ceased to be members of the employed group. Some of 
these labor plans continue tv provide care for retired workers for a period of 
1 year. But after that they must be dropped from enrollment unless, indeed, 
they can themselves pay the entire cost of enrollment in the plan. 

Out of our own experience it is obvious that there is need for some means to 
be found whereby payment can be made for the very people most needing com- 
prehensive health care, namely the older people. Unless some such means is 
found it becomes obviously necessary fur voluntary plans to increase their rates 
to all those who are able to afford to pay, if indeed they are to care for the 
older group at all. The sume is certainly true of practically all hospitals. They 
find themselves faced with increasing costs and often declining income and only 
by further increasing their rates can they be expected to care for the older group 
of people, many of whom cannot afford to pay for the care they need. This 
seems an illogical way to approach the problem. 

Voluntary health plans, if enabled to receive fair and just compensation for 
the care of older people through a means such as the Forand bill would provide, 
could then round out their coverage of people in all age groups. The same 
would be true of labor health plans providing direct service care. It is im- 
portant to bear in mind that the people beyond the retirement age are perhaps 
the hardest group of all to cover adequately in the voluntary plans. Indeed, 
a study released only last month by the Health, Education, and Welfare Depart- 
ment shows that while 670 white and 350 nonwhite people out of each 1,000 
in the population have some health insurance nevertheless only 379 white and 
173 nonwhite people per 1,000 who are over 65 have any health insurance or 
protection or direct service care at all. This study concluded by saying: “The 
uninsured appear to be difficult to enroll under any of the usual methods of 
group enrollment used by insurance companies and plans.” 

The Forand bill, as we understand it, would provide a new method of making 
possible the care of these people through voluntary plans. It would seem to 
us preferable to adopt the Forand bill and make it possible for voluntary 
plans more nearly to do the job than to fail to adopt the Forand bill, neglect 
the health needs of our older people, and continue to saddle our hospitals 
and voluntary plans and their subscribers with additional premiums brought 
about by the high cost of attempting to care for those in the older age groups. 

It is the definite philosophy and point of view of the GHFA that the people 
should solve their problems to the maximum possible extent by voluntary 
cooperative action. This, however, does not blind us to the fact that. there 
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are some groups of people in the population who simply cannot pay the full 
cost of adequate health care. We certainly do not propose to leave them without 
that care. Payment must come by some orderly means. 

It certainly is not necessary in this statement for us to burden the commit- 
tee with detailed description of the provisions of the Forand bill. One or two 
highlights, however, might be emphasized. Some 13 million people, only a minor 
fraction of whom now have any kind of health protection at all, would be 
eovered by the provisions of the bill. Not only would they be eligible for hos- 
pital care, but what may be even more important they could also have nursing- 
home care. Many of the best students of the problem of health economics point 
out that this could lead to far less hospitalization for this older age group than 
has been the case in the past. They would not need to remain in the hospital 
in order to pay for cost of their care. In this connection it is important to 
point out that hospital costs have risen most rapidly in recent years. Indeed, 
the cost of a hospital room went up $1 a day during the last year alone. 

Compared to other methods of attempting to deal with this insistent prob- 
lem, the use of the social-security system would have certain advantages in 
the form of lower administrative costs, no acquisition costs, such as commercial 
insurance must add to its rates, and no possibility of adverse selection of risks. 
Payment for hospitalization, surgical care, and nursing-home care would in 
effect be made by all the people while still employed to provide these services 
in their declining years. This, therefore, is not a charity program; it is a 
prepayment program to be engaged in by the entire population of the country 
on behalf of itself in its older age period. The real question to be decided 
is should people be compelled to pay during working years for their own hos- 
pital and other health care in their later years? It does not appear to us that 
passage of the Forand bill would be a violation of the principle of voluntary 
action. On the contrary, we believe it would effectively supplement voluntary 
action by making it possible for voluntary plans to do a really complete job 
whereas today they must do only a partial job. 

Our older age people are among the last ones that any of us would be willing 
to see without good medical care. This bill offers perhaps not an ideal but at 
least a good way of seeing to it that they receive that care, and, in the long 
run, through their own payment for it. 


STATEMENT ON BEHALF OF THE FAMILY SERVICE ASSOCIATION OF AMERICA BY 
CLarK W. BLACKBURN, GENERAL DIRECTOR, COMMITTEE ON PuBLICc ISSUES 


The Family Service Association of America is a federation of 274 local family 
service agencies scattered throughout most of the cities in the United States. 
They serve families in trouble through counseling and other means. Many of 
them have been engaged in this work for 50 years or more. Therefore, because 
of their close knowledge of the problems of families throughout the country, 
the association and its member agencies have had a longtime concern with the 
economic needs of many of them, a matter with which the Federal social security 
program is intimately connected. 

The committee on public issues of the association has prepared policy state- 
ments in connection with a number of subjects, all of which have been approved 
by its board of directors and submitted to its member agencies for their guidance 
in matters of general public interest pertaining to family life. One statement 
is on social security, a copy of which is attached. 

While interested in all of the titles of the Social Security Act, as you will 
note from the policy statement, we are addressing ourselves at this time only 
to the subject matter of Title II, Old-Age and Survivors and Disability Insur- 
ance. In connection therewith the following brief quotations from the policy 
statement are submitted, as they cover the subjects we especially wish your com- 
mittee to consider at this time, i. e., the inadequacy of the present benefits for 
many recipients in the light of the increased cost of living, liberalization of the 
present restrictions on the amount of earnings, and medical care. 

“The amount of benefits should be reviewed periodically in order to keep a 
reasonable relation between the benefits and cost of living. 


* * * * + » + 
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“There is a need to liberalize the present restrictions on the amount of earn- 
ings before the benefit payments are curtailed or stopped. This should be 
related to the adequacy of benefits in terms of a reasonable standard of living. 


He x - = = » 7 


“The Family Service Association of America recognizes that long-term ill- 
ness is one of the major causes of disruption of family life. It is urged that 
if the needs of all families for medical services are not met through non- 
governmental efforts, consideration should be given by the Congress to measures 
to insure the adequacy and availability of medical care within the means of 
all families.” 

At our request, several of our member agencies have submitted actual case 
illustrations from their current work which show vividly the need for correcting 
the inadequacies of the present system as it applies to many people. Needless 
to say, these illustrations could be multiplied many times. They are as follows: 

“Mr. B, born in November 1884, is a widower, without children, and with 
no financial resources. He was unable to live on his OASDI grant of $98.50 
per month, his sole source of income, because of increasing need for medical 
and health services. Until 2 years prior to this time he had supplemented this 
income through occasional jobs as consulting engineer, and through small fees 
for articles written for engineering periodicals. His deteriorating health pre- 
vented further increase of income through these activities. 

“His health problems included rheumatoid and gouty arthritis, avitaminosis 
because of anemia, and a serious eye condition. He required specially built 
shoes and special lenses. Because of his health needs, his physician recom- 
mended that he have a telephone. His arthritic condition at times necessitated 
use of a taxi to go to the clinic. 

“A private charitable agency supplemented his budget through a period when 
he was deciding about entering a home for the aged. Following his move to 
this home, supplementation has continued to be necessary because of budgetary 
deficit. His present minimum monthly budget in this residence has been com- 
puted as follows by the home’s home economist and nutritionist : 


a a alae el thks allt any an spo manana $30. 00 
kadar cin dceentplipshibeenianetsaniinenn qncssinieeissl bili en bead emia eaetie atlanta tenth tities 43. 40 
a a es 7. 00 
a a aaa gn bccn eiaheneabickeeiagb aber emia 8.10 
I al lacie gesineipioei 18. 80 
Transportation, recreation, telephone calls, stationery, postage, etc_____ 18. 70 

Ea access cenafan llenitecnieih Meas Rateiiatan sti anigneiidoun Mikaiin 121. 00 
YR A eS et Se ETE i 98. 50 

5 te Se At RE Re ne ASTI TI Aa RES $22. 50 


“This case is typical of many and illustrates that a budgetary deficit can exist 
even when the older person is living in a subsidized residence. No other form 
of living arrangement and health care would be possible for a man under these 
circumstances.” 

“This couple of 72 and 65 years of age had sufficient income from OASDI, $59 
a month, and his earnings as a laborer $25 a week until the woman had to have 
several weeks’ hospitalization and extensive surgery and prolonged conva- 
lescence. This woman had never had a serious illness. Her husband was 
totally dependent on her for meals and he had never taken responsibility around 
the house. Her surgery left some painful and unpleasant after-effects which 
were very hard for her to accept and very frightening in terms of what she 
might expect in the future. At present they are quite demoralized, partly due 
to concern about future medical expenses which are almost certain to ma- 
terialize and which the couple has no way of meeting.” 


(Thereupon at 12:30 p. m., the committee recessed to reconvene 
at 2 p. m., same day.) 


AFTERNOON SESSION 
The Cuatrman. The committee will please come to order. 


_ The Chair understands that the next witnesses are those represent 
ing the American Dental Association. 





SOCIAL-SECURITY LEGISLATION 959 


Will Dr. Besdine and Dr. Friedrich please come to the witness 
table. 

Will you identify yourselves, gentlemen, by giving us your names, 
addresses and the capacities in which you appear ? 


STATEMENTS OF DR. MATTHEW BESDINE, MEMBER, COUNCIL ON 
LEGISLATION; AND DR. RUDOLPH H. FRIEDRICH, COUNCIL ON 
DENTAL HEALTH; ACCOMPANIED BY BERNARD J. CONWAY, 
SECRETARY, COUNCIL ON LEGISLATION, AMERICAN DENTAL 
ASSOCIATION 


Dr. Besptnz. I am Matthew Besdine; Brooklyn, N. Y. 

The Cuarrman. What is your capacity ? 

Dr. Besptnz. I am a member of the American Dental Associa- 
tion’s Council on Legislation. 

Dr. Frrepricu. I am Dr. Friedrich, secretary of the Council on 
Dental Health of the American Dental Association. 

Mr. Conway. I am Bernard Conway, secretary of the association’s 
council on legislation. 

The Cuairman. Which of you gentlemen desires to open? 

Dr. Besprne. I will. 

The Cuatrman. You are recognized. 

Dr. Besptne. Mr. Chairman and members of the committee, I am 
Dr. Matthew Besdine, of Brooklyn, N. Y. I am a member of the 
American Dental Association’s Council on Legislation. With me are 
Dr. R. H. Friedrich, secretary of the association’s council on dental 
health, and Mr. Bernard J. Conway, secretary of the association’s 
council on legislation. Both of them are from Chicago. 

In accordance with the committee’s request that testimony be limited 
to key points, our statement will be confined to a discussion of the 
provisions of H. R. 9467 and similar bills which have as their purpose 
the inclusion of health care benefits within the OASI title of the Social 
Security Act. 

The American Dental Association has long been concerned with the 
problem of extending the availability of dental care to all groups 
within the American population. The dental profession believes 
firmly in and has adopted as a part of its official policy the principle 
that “dental care should be available to all regardless of income or 
geographic location.” Over the years and to an ever-increasing extent 
during the last two decades, the majority of the programs and activi- 
ties of the American Dental Association and its State and local 
subdivisions have been dedicated to the accomplishment of this objec- 
tive. 

The association believes that dental health is first the responsibility 
of the individual, with the family and the community following in 
that order. If the State or Federal Government must be called on to 
assume the responsibility not otherwise assumed, the community in all 
cases shall determine its methods for providing service. 

The dental profession is fully aware of the dental care problems not 
only of aged people but of people in other segments of the population 
as well. Organized dentistry is working vigorously, as are other 
voluntary organizations, to find the solutions for these problems, and 











960 SOCIAL-SECURITY LEGISLATION 


great progress is being made. Dr. Friedrich will comment further 
upon this aspect of the subject in a later part of this testimony. 

However, it should be made clear at the outset that the dental pro- 
fession is not satisfied with the status quo in regard to the availability 
of dental care; it must be extended. The only question presented is 
how this can best be accomplished. The dental profession currently 
is conducting a great many studies and experiments to find the answer. 
These efforts will, of course, be continued and encouraged on an ever- 
increasing scale. However, this much is now clear: there is no single 
means of solution. 

The problem must be attacked from many angles, using a variety of 
mitre At the present time there is no assurance that the intro- 
duction of a drastic and irreversible system of federally sponsored 
health care such as that proposed in H. R. 9467 will produce the 
desired result. On the contrary, there is much evidence that it will 
not. Much additional exploration is needed before the Government 
will be justified in embarking upon a venture so costly and so uncer- 
tain. This is not to say that the American Dental Association is 
opposed to all forms of Government participation in programs to 
increase the availability of health care. In the field of dental health 
the association supports vigorously many Government programs. At 
the same time it is believed, on the basis of a great deal of information 
and experience, that the primary responsibility should be left to pri- 
vate individuals and agencies. 

The association’s board of trustees recently adopted a statement of 
policy for specific application to H. R. 9467 and similar bills, a copy 
of which is offered for the record. This policy recognizes that there 
are areas in which the Government has a responsibility to act and 
others in which it is justified in acting to provide health care or finan- 
cial support of health care for certain segments of the population. 
These segments include, of course, military personnel, veterans, and 
others toward whom the Government bears a special responsibility or 
a special relationship. Also included are the needy, whether or not 
they are among the aged. Beyond this the association is convinced 
the Government should not go. Many of the reasons underlying this 
policy are outlined in the statement which has been submitted for the 
record. 

It should be emphasized that the association’s conclusions regarding 
H. R. 9467 were reached only after thorough deliberation and study of 
all the considerations involved, including, specifically, the plight of 
aged persons who may not at the present time be able completely to 
bear the costs of adequate health care. 

With due regard for and in full recognition of the fact that de- 
ficiencies may exist in the availability of health care for some of our 
older citizens, the association is convince. that H. R. 9467 does not 
provide a practical or desirable solution to the problem. The asso- 
ciation is equally convinced that there are other, more efficient, more 
ene programs which can and should be expanded to meet the 

roblem. 
" Dr. Friedrich will present the remainder of our statement, after 
which we will be glad to answer any questions. 

The Carman. Dr. Besdine, the resolutions referred to by you in 
your statement will be included at this point in the record, without 
objection. 
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(The material referred to follows :) 


APPENDIX I. AMERICAN DENTAL ASSOCIATION PoLiIcy ON Foranp Pian (H. R. 
9467, ET AL.) 


Resolved, That the plan for providing personal health care benefits to OASI 
beneficiaries within the Forand proposal (H. R. 9467) and similar bills is in 
conflict with the association’s principles governing Federal support of personal 
health care programs, and be it further 

Resolved, That the council on legislation apply the following restatement of 
principles to testimony on the Forand plan and similar proposals: 

1. The American Dental Association has recognized that the Federal Govern- 
ment may justifiably provide health care, or financial support for health care, 
of persons within the following categories: 


(a) Persons in military service for whom the Federal Government bears 
a direct responsibility. 

(b) Veterans of military service to the extent that their dental disorders 
are directly attributable to their military service. 

(c) Persons employed in nonmilitary governmental service, should the 
Federal Government decide to purchase health care benefits from private 
sources as part of the employment contract. 

(d@) Dependents of persons in military and other Government services, 
should the Federal Government decide to purchase family health care benefits 
from private sources as part of its employment contracts. 

(e) Indigent persons through grants-in-aid in support of local and State 
welfare health programs. 


The association is opposed to Federal financial support of personal health 
services for other segments of the population. 

2. The association is opposed to the use of the OASI program as a device for 
financing personal health care for the following reasons: 


(a) There is no evidence that OASI beneficiaries, as a class, are unable 
to finance their own personal health care. 

(b) Those OASI beneficiaries who are unable to finance their personal 
health care can be provided for within the local and State welfare health 
programs supported by the existing Federal grant-in-aid contributions. 
(This is already being done, and to an increasing extent under the 1956 
expansion of the Federal matching grant program for the health care of 
public-assistance recipients. ) 

(c) With increasing pressures to have the Federal Government bear 
greater portions of the cost of personal health care from Federal taxes, 
there is a strong probability of an equal reaction against Federal expendi- 
tures for public health and research activities. The Federal Government 
has a long way to go in these fields. 

8. The Forand plan and similar measures, in effect, require that participating 
practitioners subscribe to fixed maximum fee allowances, Experience in most 
Government programs of this type illustrates that the following takes place: 

(a) The Government soon determines that it cannot afford the realistic 
cost of the services offered to beneficiaries of the Government plan. 

(b) The cost of services is, therefore, held down, or even reduced, at 
the expense of those who provide the services; the Government also pre- 
scribes limitations on the types of services made available to beneficiaries. 

(c) Because the plan is professionally unsound, many practitioners dis- 
continue their participation in the program. 

(d) Finally, the quality of care steadily diminishes to the detriment of 
the beneficiaries. 

4. The growth of private health care plans should be encouraged by all 
groups, including the Federal Government. The program proposed within the 
Forand plan and similar measures would, in the association’s opinion, seriously 
interfere with the development of private health plan coverage for the aged and 
other beneficiaries of the OASI program. 

(Adopted by the board of trustees, American Dental Association, March 
1958. ) 
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The Cuarrman. Dr. Friedrich, you are recognized. 

Dr. Friepricu. Although there are several bills with provisions for 
OASI hospital and surgical care, for purposes of simplicity I shall 
refer to H. R. 9467 in my statement. 

H. R. 9467 would introduce a system of federally financed health 
care for all persons eligible for OASI benefits under the Social Se- 
curity Act. The hospital, nursing home, and surgical benefits speci- 
fied in the bill would be provided to eligible persons without regard 
to whether such persons were retired from gainful employment and 
without regard to their financial needs. The program would be ad- 
ministered by the Secretary of Health, Education, and Welfare, who 
would be responsible for, among other things, the negotiating and 
making of agreements for health-care services with hospitals, nursing 
homes, physicians, and dentists throughout the entire Nation. Dental 
care would be limited to oral surgery performed in hospitals, and 
emergency oral surgery performed in a dentist’s office. 

Although it is recognized that dental care is a small part of the 
total health care benefits specified in H. R. 9467, the bill has far- 
reaching implications for members of the dental profession as well 
as others interested in the Nation’s health. There is always the real 
possibility that once a program of this kind is enacted, it will be ex- 
tended progressively to include comprehensive care for larger and 
larger segments of the population. 

Accordingly, the American Dental Association is concerned both 
with the dental aspects of the bill and, more importantly, with its 
broad implications regarding the future roles of voluntary groups 
and the Government in providing health care to the American public. 

The association recognizes that there may be a serious health 
problem involving many of this country’s older people. The associa- 
tion does not, however, agree with the assumption that the number 
of aged persons unable to meet the costs of their health-care needs 
approximates the number who would be entitled to receive hospital and 
surgical care under the provisions of H. R. 9467. 

Nor does the association agree that the primary need of all aged 
persons is for the kinds of health care specified in the bill. There 
is need for intensive research in ascertaining the number of aged 
people in need of health care assistance, in identifying their needs and 
in devising the methods best suited to meet these needs. In this con- 
nection there is much evidence that many of the problems of the aged 
stem from environmental and social factors rather than physical- 
health factors. 

There is a growing belief that it might be highly desirable to 
initiate a broad educational program to teach the aging how best to 
adjust to their longevity. There are many who believe that a prime 
need of the aged is for ordinary housing or housing with a minimal 
amount of attendant care, and that it would be foolhardy to fill the 
already overcrowded hospitals and nursing homes with persons who 
do not require intensive and costly hospital and nursing home care. 

Moreover, there has been no finding, to our knowledge, of the effects 
which inauguration of the pending proposal will have upon the avail- 
ability of health services to segments of the population other than the 
aged. Experience with similar plans in other countries clearly shows 
that where health facilities and services are provided to persons en- 





SOCIAL-SECURITY LEGISLATION 963 


tirely free of any cost, there is a normal tendency toward excessive 
utilization of those facilities and services. 

The question here is whether existing health-care facilities and 
manpower can deliver the services envisioned in H. R. 9467 and con- 
tinue at the same time adequately to serve the millions of people who 
are in need of hospital and surgical treatment but who do not meet 
OASI requirements. Simply put, the question is: Are there enough 
hospital beds, physicians, dentists, and nurses to accommodate the 
aged in hospitals to the extent and in the manner contemplated in the 
bill, without displacing others equally in need of care? 

These questions are especially important in the field of dental care, 
In Britain the national health plan dental program was instituted 
despite the fact that there was a shortage of dentists. The result 
has been the unending treatment of adults at the expense of the young. 

The first element of a sound dental program is to take care of the 
young age groups where dental diseases can best be prevented and 
controlled. 

The primary interest of the dental profession in the considera- 
tion of dental-care programs for any group is dental care for children. 
In the early and regular care of the deciduous teeth and the first 8 
years of the permanent dentition, dentistry can make is maximum pre- 
ventive contribution to the oral and general health of the individual. 
Dental care during this period involves a relatively simple and limited 
scope of procedures which requires much less operating time than is 
involved in adult care. The cost of providing essential dental service 
for children is, according to present estimates, less than one-half of the 
cost of providing essential dental service for adults. Children’s pro- 
grams properly administered permit the correction of dental defects 
as they occur and prevent an accumulation of dental need. A gen- 
eration of children who have had good dental care will reach adult- 
hood with an appreciation of good dental health and an interest in 
maintaining their dental health. It follows, too, that their adult den- 
tal care will not be a financial burden to them. 

At the present time this country’s 90,000 dentists are not able to 
meet the needs of the more than 180 million people. It would seem 
unwise under these conditions to introduce a program which, by con- 
centrating care on the aged, might eventually cause serious imbalance 
in the availability of care as between age groups and result, as it has 
in England, in a lowering of general dental-health standards. 

It would seem much more prudent for the Government to make its 
contribution toward programs which eventually would benefit all seg- 
ments of society. ‘These would include, among others, grants-in- 
aid for construction of dental and medical schools, support for fel- 
lowships, training programs, scholarship programs and, of utmost 
importance, dental and medical research projects. 

In the long run, the most effective solution to the dental-health prob- 
lem lies in the area of preventive dentistry. The association has 
consistently urged the Congress to provide increased funds for dental 
research. It has only been in the last 2 years, however, that realistic 
appropriations have been made by the Federal Government. for this 
important purpose. As a result, there is now the beginning of a 
flourishing and productive program of dental research being con- 
ducted in schools and other institutions throughout the country, as 
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well as at the National Institute of Dental Research. The contribu- 
tions which these programs are making toward improvement of the 
dental health of all the people are unparalleled in importance. The 
contribution already made by the fluoridation procedure in retarding 
tooth decay is of inestimable value. Other equally valuable discov- 
eries are on the horizon. 

One danger inherent in the advancement of proposals such as H. R. 
9467 is that the Federal Government will be under such heavy pressure 
to finance treatment programs that progress in other fields such as 
research will suffer not only from lack of funds but from the diversion 
of manpower from research activities to professional practice. This 
backsliding has occurred in England and could occur here. 

It is helpful but not necessary to look to foreign countries for 
examples of what usually happens when the Government engages 
directly in the provision of health care. There are domestic examples 
close at hand. Ordinarily there is a pattern in these things. First, 
the Government overcommits itself; it promises more than it can 
deliver; second, costs are underestimated; third, Government fiscal 
authorities become unhappy; fourth, appropriations are curtailed; 
fifth, services and/or fees for services are cut, usually by laymen 
having an eye on the budget rather than on adequacy of care; sixth, 
many practitioners withdraw from the program; seventh, freedom of 
choice evaporates; eighth, quality of care degenerates and patient- 
beneficiaries become dissatisfied and disillusioned. 

The Veterans’ Administration program provides a case in point. 

Shortly after World War II the Veterans’ Administration out- 
patient dental-care program was providing treatment to thousands of 
veterans. Almost 85 percent of the care was rendered by dentists in 
private practice under the so-called hometown program. During the 
period between 1947 and 1952 the Congress appropriated, on the aver- 
age, about $35 million each year for the hometown dental program. 
During this period, nevertheless, there was a progressively expanding 
backlog of applications for treatment caused solely by inadequate 
funds. 

Despite the fact that many veterans entitled to dental care could 
not obtain that care under the hometown program, Congress reduced 
the fiscal 1953 appropriation for hometown outpatient dental care 
substantially, the House Appropriations Committee indicating in its 
report—and I quote directly from the report—that “medical and 
dental fees are too high.” (H. Rept. No. 1517, 82d Cong.) 

Actually, the fee schedule for the Veterans’ Administration pro- 
gram was significantly lower than fees charged generally by dentists. 

For fiscal 1954 the Congress not only retained the appropriation 
for the veterans’ outpatient program at the 1953 level, but inserted a 
rider in the appropriation act limiting the veterans’ entitlement. 

Finally, with the assistance of the American Dental Association, the 
House Committee on Veterans’ Affairs recommended a revised pro- 
gram of outpatient dental care which, in effect, gave wartime veterans 
the right to one series of dental treatment for their service-connected 
conditions. This was enacted into law in 1955. 

Necessarily, the civilian dentists who cooperated completely and 
willingly in the Veterans’ Administration outpatient program at its 
onset after World War II became disillusioned and resentful when 
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it became apparent that Congress was unwilling to appropriate funds 
to aR the dental care to which the veteran was legally entitled. 

similar sequence of events appears in the offing in connection with 
the Dependents Medical Care Act. The House Appropriations Com- 
mittee has recommended a severe cut in funds for the program which, 
if effected, will restrict the facilities and medical personnel to which 
patients may go for care. 

Another example of the lowered standards of care in these pro- 
grams is available in the case of so-called family dental clinics which 
have been established at a few Air Force bases. In these instances 
2 or 3 civilian dentists have been hired to provide dental care for 
military ry aay at extremely low fees. The clinics are under the 
control of lay military officers who are not equipped to evaluate the 
standards as to quality of care. With the demand of a large number 
of patients upon a few dentists, it can be expected that quality of 
care will suffer in order to keep pace with the patient load. 

The association’s opposition to H. R. 9467 is founded primarily upon 
long-standing policy that Government sponsorship of personal health 
care programs is justified only where Government responsibility is 
clearly shown. Additionally, however, the abuses which are seem- 
ingly inherent in Government-sponsored health care programs justify, 
in the association’s opinion, the intensive opposition of members of the 
health professions to proposals such as that contained in H. R. 9467. 
This does not mean that the dental profession is unaware of or inatten- 
tive to the Nation’s health problems. 

As has been noted sualiont the most critical need at the present 
time in respect to the aged is for more information concerning the 
identification of specific health problems and methods for solution. 
The American Dental Association endorses heartily the proposal pend- 
ing before another committee of Congress to establish a White House 
conference on the aging. 

It shiuld be emphasized that many valuable studies already are 
underway. There are attached to this statement descriptions of two 
studies, one in New York and one in Kansas City, which are being 
conducted by the Public Health Service in close cooperation with 
the dental profession to provide information on the needs of the chroni- 
cally ill and the aged. 

The committee is aware of the joint council to improve the health 
care of the aged which has been established by the major health organ- 
izations to investigate thoroughly the health problems of the aged and 
to devise solutions to these problems based upon extensive research 
into the full range of the subject. : 

One very important aspect of all studies will be concerned with 
the present and future role of voluntary insurance, prepayment, 
budget payment plans, and other private means of easing the burden 
of paying for health care. The dental profession is extremely heart- 
ened by the great advances that are being made in these areas. The 
statement submitted to the committee by the Health Insurance Asso- 
ciation of America provides a clear picture of the dramatic progress 
that has been and is being made in extending coverage to persons in 
all segments of society. 

In summary, the American Dental Association believes that defi- 
ciencies in the availability of health care for the aged can and will 
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be remedied without enactment of H. R. 9467. The association there- 

fore recommends that this committee disapprove the health care pro- 

oy for OASI beneficiaries as provided in H. R. 9467 and similar 
ills. 

In behalf of the American Dental Association, I thank the commit- 
tee for the opportunity of presenting our position on H. R. 9467 and 
similar bills to provide health care benefits under the OASI program. 

The Cuarrman. Dr. Friedrich, without objection, the matters ap- 
pended to your statement will also be included at this point in the 
record. 

(The material referred to follows :) 


APPENDIX II.—CuHROoNIC ILLNESS, MONTEFIORE-BETH ABRAHAM Stupy, NEw YORK 
Ciry 


Some possible changes in dental practice are envisioned in studies beginning 
on needs of the chronically ill and aged by the Division of Dental Public Health, 
coe Health Service, Department of Health, Education and Welfare (May 1, 

57). 

The now-intensified program enters an important phase with the initiation 
of the cooperative project of the Division with the Montefiore Hospital and the 
Beth Abraham Nursing Home in the Bronx (New York City). 

The Montefiore-Beth Abraham study is centered on the development of 
portable dental equipment and technics for dentists to use in the care of bed- 
fast and homebound patients who now get little or no dental care because they 
cannot go to a dentists’s office. When portable equipment and technics have 
been developed, the dentist will be able to treat at home those chronically ill— 
too ill to be moved. The dentist’s treatment of patients will be expanded, to some 
degree, into the two categories of patients the family doctor has under care— 
ambulatory patients coming to his office for treatment and the more seriously 
ill who have to be treated at home. 

“It is imperative that information be collected on techniques and equipment 
for treatment of the bedfast and also for persons suffering from unusual condi- 
tions,’ Dr. Norman F. Gerrie, Chief of the Diviison of Dental Public Health, 
said. “The overall effect of such service on rehabilitation must be evaluated 
and the costs of providing this care must be found. Technical and administra- 
tive problems must be ironed out.” 

More than 5 million Americans suffer from chronic illness or the debilities 
of old age. While this group is growing because of longer life spans and in- 
creasing population, there is still very little information on the extent and na- 
ture of their dental ailments and needs. 

Montefiore Hospital, long a leader in care of the chronically ill, was selected 
as a cooperating agency because of its interest in the dental problems of the 
chronically ill. The patients in its home care program and those of the Beth 
Abraham Nursing Home are representative of patients found in many institu- 
tions and among the homebound chronically ill population. 

A Public Health Service dentist and dental hygienist will accumulate data 
on dental needs of the homebound and institutionalized patients. A three-chair 
clinic has been set up in Beth Abraham Home in which provision has also been 
made for treatment of stretcher and bedfast patients. 

Complete dental service will be provided to the approximately 400 in-patients 
in the Beth Abraham Home and to the approximately 80 patients in the Monte- 
fiore Hospital home care program. 


Strupy oF DENTAL SERVICE NEEDS OF INSTITUTIONALIZED AND HOMEBOUND CHRONI- 
CALLY Itt PERSONS AND METHODS FOR PROVIDING THE NEEDED SERVICES 


A cooperative project of Montefiore Hospital, Beth Abraham Home, and the 
Division of Dental Public Health 


BACKGROUND 


Little factual information is available concerning the nature and extent of the 
dental service needs of the institutionalized and homebound chronically ill or 
aged person, or about the problems, both technical and administrative, which 
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would be invotved in providing the required dental services. It is imperative 
that a body of information be collected to provide the basis for planning programs 
to care for these people. 

In order to obtain the necessary information and experience, a dental clinic 
will be established in the Beth Abraham Home and staffed with a full-time dentist 
and auxiliary personnel. Clinical dental services will be provided to all in- 
patients of Beth Abraham (approximately 400 persons) and to all patients in 
the Montefiore home care program (approximately 80 average daily census). 


OBJECTIVES OF THE PROPOSED PROJECT 


1. To determine the extent and nature of the dental needs of chronically ill 
patients in a nursing home and in a home care program, 

2. To develop clinical techniques and methods for providing dental care services 
to both bedfast and ambulatory institutionalized: and homebound chronically ill 
individuals. 

8. To determine the cost of providing the dental services needed by chronically 
ill patients in a nursing home and in a home care program. 

4. To develop and evaluate specialized equipment for providing dental services 
under unusual conditions. 

5. To determine the effect of dental services in the overall rehabilitation of the 
chronically ill. 

DENTAL SERVICES TO BE PROVIDED 


Complete dental service will be given all patients in the program, provided the 
treatment is determined to be in the best interest of the patients’ total health. 
The decision that dental services are in the best interest of the patients’ total 
health will be made following existing procedures for determining appropriate- 
ness of other supportive health services. 

Priority of service will be to patients in the home care program and nursing 
home. If time permits, dental services may be provided to hospital outpatients 
selected for their value as study cases. 

Any patient in the home care program, whose health status permits his being 
transported to a central point for service, will receive dental care at the Beth 
Abraham dental clinic. The others will be treated at home. 


BENEFICIARIES 


All patients in the Beth Albaham Home and all patients of the Montefiore 
home care program, regardless of age or medical diagnosis, will be eligible for 
service at no cost to them. 

DATA TO BE COLLECTED 


The objective of the Public Health Service in participating in this project is 
to obtain a body of information which will serve as a basis for planning com- 
munitywide programs to meet the dental needs of institutionalized and home- 
bound chronically ill and aged persons, and to evaluate selected types of fixed 
and mobile dental equipment. Consequently, the following types of information 
will be needed : 

(a) Measurements of dental needs, age, sex, medical diagnosis, social evalua- 
tion. 

(b) Measurements of time and cost required to provide dental services in clinic 
and to bedfast patients in nursing home and private homes, both by dentists and 
auxiliary staff. 

(c) Determination of effectiveness of various kinds of fixed and mobile dental 
equipment. 

(d) Determination of the value of dental services in improving the health and 
social well-being of the patients. 


PERIOD OF AGREEMENT 


It is suggested that the project cover a minimum of 2 years and a maximum 
of 4 years. The minimum period of time would be required to obtain experience 
and data required for planning other programs. It may be appropriate to 


consider extension or modification of the project whenever warranted by 
unforeseen developments. 
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ADMINISTRATIVE RELATIONSHIPS 


The success of a project such as this is dependent upon the complete integration 
of the dental service as a part of the overall health program. It would seem 
appropriate, therefore, to define certain administrative responsibilities. 

The project dentist will be responsible administratively to the director of 
Montefiore Hospital. Auxiliary dental personnel will be responsible to the 
project dentist. The chief of the dental department of Montefiore Hospital 
will act in an advisory capacity to the project dentist upon the request of the 
project dentist or director of Montefiore Hospital, He can serve a particularly 
important role in regard to insuring continuity of dental services for individuals 
transferred from one service to another; e. g., hospital to home care. 

The Public Health Service also will provide advisory assistance through the 
Chief of Dental Services, New York area. 

Continuing review will be made of study progress in order that appropriate 
modifications or additions be made. A complete review of the project will be 
made within 3 to 6 months after its initiation. Any modifications in study 
plans will be discussed and agreed upon jointly by the appropriate professional 
representatives of the cooperating agencies. The Montefiore staff will serve as 
authorities on matters involving the medical and social aspects of the project. 
The Public Health Service, on matters involving methods and techniques for 
providing dental services and the scope and quality of such services. 

All publications will be presented under the institutional titles of the agencies 
involved: Montefiore Hospital, Beth Abraham Home, and the Public Health 
Service. Individuals involved in the project will retain the right to make general 
references to the project in independent publications concerned with such matters 
as the health problems of the chronically ill or the need for dental services by 
special groups. 

All study forms, including dental examination and treatment records, will be 
designed and provided by the Public Health Service. 


CONTRIBUTIONS OF COOPERATING AGENCIES 


Public Health Service: 
One dentist. 
One dental hygienist. 
Two dental assistants. 
Dental equipment and supplies. 
Laboratory fees. 
Consultant dental services. 
Records (including design). 
Analysis of data. 
Transportation for home care. 
Montefiore Hospital and Beth Abraham Home: 
Clinical space and utilities. 
Remodeling and installation of equipment. 
Consultant services: dentist, physician, social worker, nurse, 
(If requested to provide clinical dental services, the dentist will be paid 
a consultant’s fee by the Public Health Service.) 
Ambulance and other transportation for home care patients. 
Joint: 
Planning. 
Review. 
Evaluation. 
Publication of findings. 


AppENpDIx III.—CuHrRonic ILtNess, Kansas City Strupy 


A 4-year pilot study of an entire community will be made to identify the 
problems and to develop solutions to the problems of making dental services 
available to the institutionalized and homebound chronically ill and aged per- 
sons, the Public Health Service has announced. 

Kansas City, Mo., has been chosen for the study and demonstration by the 
Service’s Division of Dental Public Health, which will conduct the study. The 
project will serve as a pattern to be followed by other cities. 

The Kansas City metropolitan community, represented by Community Studies, 
Inc., will cooperate in conducting the project. The University of Kansas City 
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School of Dentistry is the first community agency to participate in the project. 
As a major contribution, it will remodel an existing structure to provide space 
for the study clinic. 

“In most communities, there are many institutionalized or homebound indi- 
viduals who are in need of dental services but are not able to obtain them,” 
Dr. Norman F. Gerrie, Division Chief, said. “The reasons are many and in- 
clude lack of funds to pay for dental services and inability of the patient to 
come to the dentist’s office. It is a health department and community respon- 
sibility to make necessary dental services available to those individuals. It is 
also the responsibility of the health department and community to make a real 
effort to encourage the utilization of such services, once they are available.” 

Dr. Donald J. Galagan, Assistant Division Chief, who has specialized in study- 
ing the problems associated with providing dental care for the chronically ill, 
said the group with long-term illness now numbers more than 5 million. He 
said “They are the forgotten in dental care. The fact must now be faced that 
many individuals will live for long periods of time with chronic, incapacitating 
illnesses.” 

A sample of the institutionalized and homebound chronically ill and aged 
population in the Kansas City metropolitan area will be studied from a stand- 
point of dental needs, and a selected group of patients will be provided with 
dental service. 

One phase of the project will focus attention on the community potential for 
providing dental service and stimulating acceptance of responsibility and appro- 
priate action on the part of the community agencies. Community groups, offi- 
cial and nonofficial, will be brought together to consider what each can con- 
tribute to the solution of the problem. 


Proposep COMMUNITYWIDE PROGRAM FOR PROVIDING DENTAL SERVICES FOR INSTI- 
TUTIONALIZED AND HOMEBOUND CHRONICALLY ILL AND AGED PERSONS 


A cooperative project of the United States Public Health Service, Division of 
Dental Public Health, and the Kansas City Metropolitan Community, repre- 
sented by Community Studies, Inc. 


BACKGROUND 


In most communities, there are many institutionalized or homebound indi- 
viduals who are in need of dental services but are not able to obtain them. The 
reasons are many and include: lack of acceptance of this type of patient by the 
dental profession; lack of funds to pay for dental services, inability of patient 
to come to the dentist’s office. It is a health department and a community 
responsibility to make necessary dental services available to these individuals, 
even if they cannot pay for the services. It is also the responsibility of the 
health department and community to make a real effort to encourage the utiliza- 
tion of such services, once they are available. 

It is proposed, therefore, to carry out a combination study and demonstration 
in a community to identify some of the problems and to develop solutions to the 
problems which are involved in making dental services available to institution- 
alized and homebound chronically ill and aged persons. 


OBJECTIVES 


1. To determine the nature and extent of the dental service needs of all 
nursing home and long-term (over 30 days) hospital patients and of some 
segments of the homebound chronically ill and aged population in the com- 
munity. 

2. To identify resources in the community which might be brought to bear 
on the problem. 

3. To demonstrate how existing community resources can be marshalled for 
partially meeting dental service needs of the institutionalized and homebound 
chronically ill and aged. 

4. To determine the technical, dental, and administrative feasibility, and to 
obtain information upon which to base estimates of the cost of providing, 
within a communitywide framework, dental services to supplement those already 
available in the community so that dental services will be available to the entire 
chronically ill study population. 
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STUDY SITE 


The site for the study is the Kansas City metropolitan area consisting of 
the four counties: Johnson, Wyandotte (Kans.), Jackson, and Clay (Mo). 


STUDY POPULATION 


The size of the study site restricts the study group to only part of the insti- 
tutionalized and homebound chronically ill and aged persons in the community. 
Generally speaking, the entire institutionalized chronically ill and aged popula- 
tion wil] be studied from a standpoint of dental needs, but the dental service as- 
pect of the project will be concerned with patients in a particular group of in- 
stitutions—probably selected on the basis of size of institution. The study 
group of homebound will be selected primarily by using known case lists. The 
study group will not be a representative sample of chronically ill and aged per- 
sons in the Kansas City metropolitan area, but since the prevalence of chorni- 
cally ill in the area is known, it will be possible ultimately to describe the study 
population in terms of the total known chronically ill and aged popuation. 


METHOD 


The components of the proposed study-demonstration will be fairly distinct 
entities, but more than one aspect of the study may be underway at a given time. 
There are three major study and demonstration areas. Each will be described 
briefly : 

A. Problem and resources survey 

A precise determination will be made of the dental service needs and the re- 
sources available in the community to meet the dental needs of the study popu- 
lation. Information obtained through the survey will include— 


1. Number of institutions in the community having chronically ill and 
aged, according to size of institutions, types of medical and dental services 
provided, and types of institutions (public or private, profit or nonprofit). 

2. Number of institutionalized chronically ill and aged persons in the 
community classified as to age, sex, medical problem, ambulatory status, 
location, and potential for dental treatment. 

3. Age, sex, medical problems, ambulatory status, location, and potential 
for dental treatment of a selected group of homebound chronically ill in- 
dividuals. 

4. Nature and extent of dental service needs of the individuals surveyed 
(Nos. 2 and 3 above). 

5. Inventory of professional dental resources in the community and de- 
termination of current overall community utilization of the resources. 


(Nore.—Much of the information described in Nos. 1 and 2 will be available 
from Community Studies, Inc.) 


B. Marshaling existing community resources to meet the estimated effective 
demand for dental services 


This phase of the project will be concerned with bringing all available com- 
munity resources to bear on the dental problem of the chronically ill and aged. 
The objective is to focus attention on the community potential for providing 
dental service and to stimulate acceptance of responsibility and appropriate ac- 
tion on the part of the community agencies. 

Community groups, both official and nonofficial, will be brought together to 
consider what each can contribute to the solution of the problem. Through 
publicity, the extent of the problem will be made known to the community; 
the health and welfare departments can attempt to remove the economic barrier ; 
the dental profession can develop a system for providing service in the insti- 
tions, private homes, or in health departments or other clinics; transportation 
for the nonambulant patient can be provided by voluntary groups. 

Although much can be done, it is not expected that the community either can 
or will solve its problem completely without considerable reorientation of think- 
ing concerning the problem and without developing additional resources. 
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C. Direct provision of dental services for the institutionalized and homebound 
chronically ill and aged 

For purposes of the project, it is assumed that additional resources will be 
required to meet the needs of the community. To help meet these needs, a cen- 
tral dental clinie and home-care dental service will be established and staffed by 
the Public Health Service. Complete dental services will be provided all eligible 
individuals, either in the dental clinic, in the institutions, or in the homes of the 
individuals, provided the treatment is determined to be in the best interest of the 
patient’s total health. Details covering beneficiaries, period of participation of 
Public Health Service, and administrative relationships follow: 

1. Beneficiaries.—Selected chronically ill or aged persons who are institution- 
alized or homebound will be provided complete dental service on a pay, part-pay, 
or free basis, depending on their financial resources and the types of institution 
in which they are patients. These determinations will be made by some existing 
community welfare service on the basis of criteria established jointly by the 
dental society, welfare agencies, and health departments. 

2. Period of participation by Public Health Service.—Clinical dental services 
will be provided by the Public Health Service for at least 2 years, but not longer 
than 4, anless unforeseen developments indicate the desirability of considering 
an extension of the program. It is assumed in making commitments that upon 
completion of the Public Health Service demonstration the community will as- 
sume responsibility for any established program and will make every effort to 
provide the same level of service as provided by the Public Health Service. 

3. Administrative relationships.—During the course of the clinical demonstra- 
tion, the Public Health Service will be responsible for all matters concerning 
methods and techniques for providing dental services, and the scope and quality 
of such services. Members of the local dental society and health department 
will be asked to act in an advisory capacity concerning dental services and 
other matters, 


CONTRIBUTIONS OF COOPERATING AGENCIES 


Clinic facility and staff.—Supplies, equipment, and staff for a five-chair dental 
clinie will be provided by the Public Health Service. Clinic staff will include: 
2 dentists, 1 dental hygienist, and 4 dental assistants. 

Housing for the clinic, including remodeling, installation of equipment, and 
provision of all utilities will be a community responsibility. 

Other contributions : 


Public Health Service.—1 study coordinator, 1 fieldworker, 1 secretary-clerk, 
record forms, statistical analysis of data collected, and transportation for 
Public Health Service employees. 


Community.—Transportation of home care and institution patients, office 
space for study staff, data from rehabilitation study and survey of nursing 
homes and hospitals, professional consultant services on matter relating to selec- 
tion of study group, study methods, etc. 

The Cuamman. Are there any questions of these gentlemen ? 

If not, we thank you, gentlemen, for bringing to us the views of the 
American Dental Association on the subject before the committee. 

Dr. Besprnr. Thank you. 


The CuarrMan. Our next witness is our colleague from New York, 
Hon. Abraham J. Multer. 


STATEMENT OF REPRESENTATIVE ABRAHAM J. MULTER, OF 
NEW YORK 


Mr. Mutrer. Mr. Chairman, I wish to thank you and the members 
of this committee for extending me this opportunity to explain my 
bill, H. R. 8226, toward which I urge you to direct your thoughtful 
consideration. 

I realize that this committee has before it a great many bills offering 
various amendments to the Social Security Act, which lieb come to be 
one of the most technical and ccanmticaaeel areas of legislation on the 
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statute books today. You have an unenviable task merely to fathom 
the meaning of the many bills presented. With this in mind, I shall 
take but a little of your time merely to explain the purpose of my bill 
and point out the problem toward which it is directed. 

The purpose is quite simple—that is, to provide that a veteran shall 
not be denied gratuitous social-security wage credits to which the law 
says that he is entitled on the basis of his military or naval service 
merely because he is eligible to receive civil-service retirement benefits. 

As you know, sections 217 (a) and 217 (e) of the Social Security Act 
provide that a veteran shall be granted wage credits of $160 a month 
for each month of military or naval service rendered between Septem- 
ber 16, 1940, and January 1, 1957. Both of these sections also contain 
a clause stating that the — e credits shall not be granted to a veteran 
who is entitled to a benefit based, in whole or in part, upon the same 
military or naval service, which has been determined to be payable 
by any other agency of the Government other than the Veterans’ 
Administration. 

The idea behind these exclusionary clauses is perfectly sound—that 
is, to prevent duplicate crediting of military service under more than 
one Federal retirement or pension program. However, I think that 
the language of the act is entirely too restrictive. According to the 
Social Security Administration’s interpretation, the exclusions < operate 
to preclude the granting of wage credits to any veteran who is entitled 
to another benefit, such § as civil-service retirement, railroad retirement, 
or an Army pension in the computation of which his service in the 
Armed Forces during the specified period may be credited. 

The Social Security Administration further takes the position that 
the wage credits may not be granted regardless of whether or not the 
veteran actually receives the other benefit to which he is entitled—the 
bare entitlement is sufficient to bar him from being granted the social- 
security wage credits. Thus, a veteran who is a former Federal 
employee and eligible for a civil-service retirement annuity, is not 
allowed the wage credits under sections 217 (a) and 217 (e)—even 
though he is willing to have the period he spent in the Armed Forces 
excluded in the computation of his annuity payable under the Civil 
Service Retirement Act. 

My bill is specifically directed at correcting this inequitious situ- 
ation. H. R. 8226 would allow a veteran to waive his military service 
credits for civil-service retirement benefits, in order that he might 
be granted military wage credits for social-security purposes. The 
waiver he would be required to submit would be irrevocable. In other 
words, the bill would allow a veteran who is entitled to a civil-service 
retirement annuity to choose the retirement system toward which he 
wishes to have his military or naval service applied i in computing bene- 
fits. He could have it applied to his civil-service retirement, as is 
presently allowed, or he could have it applied toward computing his 
social-security benefits—but only by irrevocably waiving his right to 
have it credited in computing his civil-service retirement annuity. 

It seems to me that by doing this we are merely putting Federal 
employees on a par with ‘workers in private industry who are covered 
by private pension plans. They are not required to relinquish the 
benefit of the gratuitous social-security wage credits, even though 
they may also get military service cr edits under their company pension 
system. 
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There are several statutes now in existence which, from analogy, 
argue in favor of my proposal. Section 217 of the Social Security 
Act was amended by the Servicemen’s and Veterans’ Survivor Benefits 
Act to allow the widow and children of a veteran to waive their entitle- 
ment to civil-service retirement benefits in order to claim the social- 
security wage credits to which the veteran was entitled under sections 
217 (a) and 217 (e). This is almost the same thing that my bill would 
do for the veterans themselves—the difference being that the survivors 
presently are required to relinquish their entire benefits under the Civil 
Service Retirement Act, instead of just that portion which is based 
upon their military service. 

Other provisions of existing law toward which I would direct your 
attention are those which allow retirees to waive a portion of their 
payments in order to claim benefits administered by the Veterans’ Ad- 
ministration. This is true of retired members of the uniformed serv- 
ices, both Regular and Reserves, as well as civil-service annuitants. 
This privilege was extended to reservists by Public Law 85-376, ap- 
proved April 11th of this year. 

The cost of my bill will be negligible on a long-range basis, because 
of the small number of veterans who would have sufficient credits to 
qualify for benefits under both the civil-service retirement system and 
the old-age disability and survivors insurance program. Of this num- 
ber, moreover, only a small percentage would gain from having the 
wage credits apphed to social security rather than civil-service re- 
tirement. The small number of veterans affected, however, does not 
detract from the justification for the bill, as far as those who are 
affected are concerned. 

Finally, I should like to point out that the expense which the old- 
age and survivors insurance trust fund will incur will be offset in part 
by the savings realized by the civil-service retirement fund. For every 
month of military service credited under social security there will be 1 
less month of creditable service charged to the civil-service retirement 
system. 

Mr. Chairman, I certainly appreciate the opportunity you have 
given me to explain why I believe that the enactment of this provision 
is necessary. I think it is one of the great virtues of the American 
system of government that a constituent can write his Congressman 
explaining an imperfection in a law and, if his complaint bears merit, 
have it referred to this great committee of the Congress. Your deci- 
sions in the next few weeks may well affect millions and millions of 
Americans but I feel confident that my proposal, which corrects an 
mequity for just a few individuals, will receive the same considered 
eare as will those proposals which affect many people. 

The Cuamman. Thank you, Mr. Multer, for giving us your views. 

We will now hear from our colleague from Pennsylvania, Hon. 
George M. Rhodes. 


STATEMENT OF REPRESENTATIVE GEORGE M. RHODES, OF 
PENNSYLVANIA 


Mr. Ruoprs. Mr. Chairman, distinguished members of the commit- 
tee, I appreciate this opportunity of presenting my views on various 
proposals to liberalize and otherwise improve the Social Security Act. 
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At the outset I would like to stress my strong feeling that we must 
make significant improvements in the law before adjournment of this 
85th Congress. Of primary concern is the urgent need to increase the 
present inadequate levels of public assistance, old age, survivors, and 
disability insurance payments. Also of great importance is the need 
for many substantive changes in the law, each will be dealt with in 
my subsequent remarks. 


INCREASE IN BENEFITS URGENTLY NEEDED 


Mr. Chairman, the economic plight of millions of our aged citizens 
is critical and is growing worse each day. Social-security benefits 
have not been increased since 1954. Older persons living on fixed 
incomes have been most seriously affected by the continuing increase 
in the cost of living. This is made even worse by the present high 
level of unemployment, which reduces their chances for full or part- 
time jobs to supplement inadequate monthly benefits. 

The cost of living index for all items has risen from 114.8 in 1954 to 
123.6 in May of 1958. The food index has risen by 9 points and med- 
ical care, of such importance to the aged, has risen by 14.7 points dur- 
ing this period. The high costs of these basic necessities of life are 
working a cruel hardship on millions of Americans. It is obvious that 
the level of benefits has not kept pace with rising living costs and has 
forced a curtailment of living standards below a minimum level of 
decency. 

I urge that the committee report legislation to provide a 10-percent 
increase in all monthly benefits as the bare minimum needed to catch 
up with the cost of living during the past 4 years. I also hope that the 
minimum benefit payable will be increased from $30 to $40 a month. 
These emergency increases are provided for in my bill, H. R. 11948, 
now before this committee. Mr. Chairman, again I emphasize the fact 
that this, in my opinion, is the bare minimum increase that should be 
approved by the committee. 


NEEDED SUBSTANTIVE AMENDMENTS 


Many other amendments to the present law are clearly called for. 
Members of Congress, who deal with social-security matters almost 
daily in response to pleas from their constituents, fully realize the 
many deficiencies in the law. Those of you who are privileged to serve 
on this committee are even more aware of the shortcomings, weak- 
nesses, and loopholes which now exist. I would like to list and com- 
ment briefly on a number of important amendments which I consider 
essential and which I hope will be approved by the committee: 

1. Retirement age: The retirement age should be lowered to age 62 
for men and 60 for women as is provided for in my bill H. R. 384. The 
1956 amendment which provides for reduced benefits for wives and 
working women if they retire at ages 62, 63, or 64 should be further 
amended to provie for full benefits for these women at age 62 or at 
age 60 if the retirement age is lowered. 

2. Disability age: The 1956 disability amendments were a notable 
step forward in providing benefits to totally and permanently disabled 
persons at age 50. However, this part of the law cannot be made ade- 
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quate unless we provide these benefits for all persons who become 
totally and permanently disabled, regardless of age. In many cases a 
disabled breadwinner with a family to support cannot wait 10, 15, or 
25 years for benefits. He and his family are in need when he becomes 
disabled, not at some arbitrary age in the distant future. I support 
legislation before this committee to make this needed amendment to 
the present law. 

3. Definition of “totally and permanently disabled”: Like many 
other Members of Congress, I have been concerned over the rigid ad- 
ministrative definition of disability in many cases which have been 
appealed through my office. In too many instances persons have been 
denied benefits by what I feel is an overly strict interpretation of what 
constitutes “substantial gainful activity.” I urge that this committee 
give serious consideration to a number of pending proposals which 
would liberalize this definition to provide a more reasonable interpre- 
tation of this provision. In this regard I would like to call attention 
to a resolution adopted last year by the Senate of Pennsylvania : 


SENATE OF PENNSYLVANIA 
Harrisburg, Pa. 
RESOLUTION 


In the senate, February 12, 1957 


The Social Security Act has been extended so as to provide benefits for totally 
disabled persons who are over the age of 50 years. 

The law as written is difficult to interpret and administer and the few persons 
who come within its general scope are unsuccessful in obtaining benefits. 

The humanitarianism of the law cannot be questioned and if practicable and 
possible, should be clarified and made less stringent so that worthy totally dis- 
abled persons over 50 years of age can obtain benefits it affords: Therefore be it 

Resolved, That the Senate of Pennsylvania memorialize Congress to clarify the 
existing provisions and further, to relax the strict requirements of the Federal 
social security law that relates to eligibility for benefits for totally disabled per- 
sons over the age of 50 years; and be it further 

Resolved, That copies of this resolution be transmitted to the presiding officers 
of both Houses of Congress and to each Senator and Member of the House of 
Representatives from Pennsylvania in the Congress of the United States. 

A. H. LErzrer, 
Secretary, Senate of Pennsylwaia. 


4. Outside earning limitation : I urge an amendment to the provision 
of the present law which permits retired persons under 72 years of 
age to earn only $1,200 a year without loss of benefits. This provision 
of the present law penalizes those persons who must seek employment 
to maintain a decent standard of living, a virtual impossibility solely 
within the present inadequate level of benefits. Persons who receive 
their sutaidie income from rents, stocks, annuities, or other similar 
types of income are not similarly restricted and I see no reason why 
the income limitation should apply only to those who work for others 
or are self-employed. The limitation should be at least doubled, or 
better yet, eliminated entirely. 

5. Hospital insurance benefits. Of all the many burdens of insecu- 
rity which fall upon our retired citizens, the need for adequate medical 
care and hospitalization is perhaps the most pressing. Since 1939 
the cost of medical care, as measured by the Consumers’ Price Index, 
has almost doubled. As a result, millions of Americans receiving 
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social-security benefits have been deprived of medical treatment and 
hospital care when they need it the most. 

I support legislation before this committee which would establish 
a new program of hospitalization, surgical, and nursing-home serv- 
ices for aged persons, their dependents and survivors insured under 
the old-age and survivors insurance program. This is one of the 
most needed and significant improvements in the present law which 
could be made by Congress. 

As is provided for in section 106 of the Forand bill, H. R. 9467, 
up to 120 days of combined hospital and nursing-home services could 
be paid for in a 12-month period. Adequate safeguards are provided 
to assure a free choice of doctors and hospitals to make certain that 
there is no Federal control over the medical practice or over the 
administration of hospitals or nursing homes. I would personally 
prefer that an amendment be added to eliminate the provision per- 
mitting only surgeons certified by the American Board of Surgery 
or members of the American College of Surgeons to render surgical 
services under this program. 

6. Dependency requirement for child’s insurance benefits: I favor 
the liberalization of the present dependency requirement for child’s 
insurance benefits, as is provided for in legislation now before this 
committee. I have in mind a number of cases where the breadwinner 
became ill and was not able to support his family for a period of time 
preceding his death. Since they were forced to live on public assist- 
ance, the parent was not supporting the child for the purposes of the 
law and no child’s insurance benefits are payable. H. R. 11934 would 
establish this dependency relationship if the parent was supporting 
the child when his disability began. 

7. “Dual disability benefits”: The 1956 disability amendments pro- 
vided that a disabled individual entitled to receive a periodic benefit 
“based (in whole or in part) on a mental or physical impairment” 
under a law or system administered by some other Federal agency or 
under a State workmen’s compensation law, would have his disability 
insurance benefit reduced by the amount of the other periodic benefit. 

This meant that many eanecnee of veterans receiving service or 
non-service-connected disability payments from the Veterans’ Admin- 
istration could not receive the full amount of these benefits to which 
they were entitled. Also adversely affected by this provision were 
individuals receiving State workmen’s compensation benefits and those 
receiving disability retirement pay from the armed services for service- 
incurred disease or injury. 

Congress recognized the unfairness of this provision by enacting 
Public Law 85-109 last year, providing that VA compensation for 
service-connected disability would not reduce the amount of social 
security disability benefits paid to these persons. However, I feel that 
we must also extend this right to all other persons who are entitled to 
receive a periodic disability benefit from a State or Federal agency. 
The benefits flow from entirely different circumstances and are sepa- 
rate programs. I see no reason why there should be the present offset 
of one from the other. I support pending legislation which would 
permit the payment of “dual Teability benefits” to these persons. 
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PUBLIC ASSISTANCE 


Mr. Chairman, the need for action is also great in the important 
area of public assistance, which vitally affects some 300,000 persons in 
my State and 3,770 persons in my district. During the past year, 
April 1957 to April 1958, the Pennsylvania public-assistance rolls have 
increased by 50,000 persons. During the year 1957 the average per- 
person monthly payments in my district for each of the five public 
assistance programs were : 
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Thus, the average per capita public assistance payment in my district 
during 1957 was only $43.01 per month, a pitifully inadequate amount 
in this era of 49-cent dollars. 

A study of actual living costs in our State was recently made by the 
department of public assistance. It sought to determine a “decent 
and healthful standard of living” based on the prices for food, cloth- 
ing, shelter, fuel, utilities, and other items. 

The study revealed that the $153 maximum monthly public-assist- 
ance allowances permitted in our State for a family of 4 falls $62 
short of the estimated “standard of health and decency” monthly 
budget and $187 short of the living costs of a “typical wage earner’s 
family” of 4 persons. 

The study also reveals that the $64.30 maximum monthly old-age 
allowance to an aged person living alone falls $17 short of the min- 
imum budget required to maintain this “standard of health and de- 
cency.” Since the average grant is substantially below the maximum, 
this gap is even more glaring. 

These persons have been most severely hit by the continuing in- 
crease of the cost of living, especially for food and other basic neces- 
sities of life. An increase in the Federal grants to the States for 
public assistance is desperately needed if we are to keep faith with the 
needy aged, the blind, the disabled, and the dependent children of 
our land. 

I urge that the committee include authorization for a substantial 
increase in public assistance grants to States in any legislation recom- 
mended to the House. It is also my hope that the committee will 
give favorable consideration to the long-needed overhaul of the exist- 
ing public assistance programs along the lines provided in my bill, 
H. R. 7246, and other identical measures known as the Humanitarian 
and Old Age Rights Act. 

In addition I support pending legislation to increase the amounts 
authorized to be appropriated for maternal and child health services, 
services for crippled children, and child-welfare services. Proposed 
legislation to permit the use of Federal child-welfare funds in urban 
as well as in rural areas of States is another worthwhile amendment 
which I trust will be considered by the committee. 
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UNEMPLOYMENT INSURANCE 


The unemployment insurance program is also badly in need of over- 
haul. During the present recession, this program has often been 
referred to as one of the most important stabilizers” in our economy. 
However, unemployment insurance has lagged far behind other social 
welfare programs established during the 1930’s. It has not kept pace 
with changing economic conditions during the past 20 years. 

Maximum unemployment insurance benefits in most States were 
once two-thirds of the average weekly wage. Today the maximum is 
scarcely half the average weekly wage. ‘The average unemployment 
insurance benefit in the Nation is less than $30 a week. The average 
duration period of benefits is inadequate, although I am proud that 
my own State of Pennsylvania is the leader in this respect, having a 
30-week period. 

Mr. Chairman, I support the comprehensive bill introduced by 
Senator Kennedy and Congressman McCarthy to make the type of 
improvements in the unemployment insurance program needed to pro- 
vide adequate protection to our unemployed workers. 


INCREASED COSTS MUST BE MET 


Of course, these improvements in the various titles of the Social 
Security Act will increase the cost as well as the scope of the program. 
I feel that these needed increases are well worth the long-range ben- 
efit which they will make available to our retired citizens, their sur- 
vivors, dependents, the needy, blind, and the infirm. We must face 
up to this reality and meet it squarely by raising the present social 
security tax rates and by expanding the taxable wage base to preserve 
the actuarial soundness of the social security trust fund. 

Mr. Chairman, I appreciated the opportunity of presenting my 
views on this important subject and respectfully urge the committee 
to recommend action on urgently needed amendments to the law so 
that Congress will have the opportunity to enact social-security legis- 
lation before adjournment. 

The Cuatrman. Thank you, Mr. Rhodes, for giving us your views. 

Our next witness is another colleague from Pennsylvania, Hon. 


Daniel J. Flood. 


STATEMENT OF REPRESENTATIVE DANIEL J. FLOOD, OF 
PENNSYLVANIA 


SOCIAL SECURITY AMENDMENTS OF 1958 


Mr. Fioop. Mr. Chairman, I greatly appreciate the opportunity to 
testify here today on behalf of my bill, H. R. 12701, which incorporates 
the legislative proposals of the Townsend movement. You and this 
committee are to be congratulated for undertaking this much-needed 
full-scale inquiry into all the titles of the Social Security Act. 

These hearings are particularly timely, in my view, because the 
United States is at the crossroads as far as social legislation is con- 
cerned. Witness after witness before this committee has testified as 
to the appalling needs of our older citizens, our disabled, and our 
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orphan children. The evidence presented to you during the last 2 
weeks has emphasized the fact that our present social-security system 
is grossly inadequate both as to benefit amount and as to benefit 
coverage. 

I ask you, is it reasonable to expect people to live on social-security 
benefits which, for the retired worker, average just about $65 a month ? 
Is it reasonable to ask an elderly widow to live on a benefit of $50 a 
month? Since August 1956 the cost of living has risen almost 8 points. 
In 24 out of the last 27 months our people have awakened to read in 
the morning paper that “Living Cost Rises to New High.” 

Can we, moreover, with equity and humanity continue to refuse re- 
tirement benefits to men and women in their sixties who are desperately 
trying to survive until they reach the arbitrary retirement age specified 
in the Social Security Act? How long can we tolerate this legal 
hypocrisy which denies benefits to so many of our older citizens who 
are in reality very much retired? The present economic recession has 
made the opportunity for even intermittent employment an impos- 
sibility. Likewise, does a disability program have real meaning if it 
is limited to workers who are 50 years of age or over? Is a man per- 
manently and totally disabled at age 45 any less in need of benefits? 
On the contrary, it is reasonable to assume, I believe, that these 
younger workers may have even greater needs for benefits because of 
heavier family responsibilities. 

Mr. Chairman, the bill I present to you today is a very earnest at- 
tempt to deal with these fundamental problems. H. R. 12701 would 
provide retirement benefits which woaba mean something in our high- 
cost economy. It is estimated that the tax provided in the bill of 
2 percent gross income (gross receipts) woud provide a benefit of 
between $130 and $140 a month under present economic conditions. 
Moreover, benefit amounts would be self-regulating in that they would 
be related to tax receipts and thus, when the standard of living for 
the Nation advanced, our older citizens would not be left out as they 
are today. 

The system established under H. R. 12701 would provide meaningful 
insurance protection to all groups in America and eliminate the 
pee of despair which exist under the present system. Retirement 

enefits would be paid at age 60 to every person who has resided in the 
United States for at least 10 years. All individuals who are per- 
manently and totally disabled would be entitled to the same amount. 
A benefit would also be payable to a woman who was left with chil- 
dren under 18 and secondary benefits would be payable to her children. 

The question is often asked, Why can’t we provide these liberaliza- 
tions under our existing social-security system? You gentlemen on the 
Ways and Means Committee, of course, know the answer. To provide 
these fundamental benefits under the present payroll tax system would 

ush the tax on employers, employees, and the self-employed to pro- 
ibitive levels. 

For instance, if you were merely to raise the social-security mini- 
mum benefit from $30 to $75, it would necessitate anh increase in the 
tax of 1 percent for both the employer and employee. The Secre- 
tary of Health, Education, and Welfare has written that this one 
provision alone would “jeopardize the financing of the program by 
decreasing the willingness of the long-term regular worker to sup- 
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port the system.” When you also consider the cost of reducing the 
retirement age to 60, you are faced with another 1 percent increase 
in the employer-employee rate. The provision of a Townsend pri- 
mary benefit minimum of between $120-$150, and a great extension of 
the disability insurance program, could only result in a tax burden 
far in excess of that which would be accepted by American work- 
ers and employers. 

It is obvious that if we are to provide this necessary protection, we 
will have to find some other way of financing our social-security 
system. In the quest for such a solution I present this bill to you 
for your thoughtful consideration. 

One of the features of the social-security tax which has always 
troubled me is the fact that it applies the same rate to everyone re- 
gardless of their family responsibilities or of their income. As you 
know, people earning up to $4,200 must now pay a full 214 percent 
on their entire earnings, whereas a man earning $10,000—or $10 mil- 
lion—pays exactly the same social-security tax as a man earning 
$4,200. This method of taxation burdens the very group it is de- 
signed to help. Its impact varies from industry to industry. It is 
regressive on both the employer and the worker, falling most heavily 
on families with inadequate income and small businesses which show 
no profit. 

n the other hand, the Townsend proposal, as presented in my 
bill, H. R. 12701, taxes all personal and corporate income but exempts 
all personal gross incomes up to $250 per month. Thus the primary 
burden for social-welfare expenditures is spread, as it should be, by 
the use of a larger tax base which more adequately and more equitably 
apportions the responsibility for this very important function of 
Government. 

I am convinced, moreover, that one of the great advantages of 
this proposal is that it constitutes one plan for the old, the disabled, 
and the dependent child. It will eliminate the indignities which 
are now a built-in feature of the “needs test” public-assistance pro- 
grams. As the legislatived director of the Townsend organization, 
Mr. J. A. Ford, testified in the first week of the hearings: 

Public charity demeans and humiliates, and its unfortunate recipients feel 
covered with shame. 

And how could it be otherwise? There is only one way to qualify for old-age 
assistance and this by declaring yourself a pauper and thereby divesting your- 
self of the last shred of dignity and independence. The grocer who cashes 
your check knows you are on relief. The periodic visits of the caseworker 
reminds you that the control of your purse and, indeed, the disposition of your 
property, no longer is in your hands. 

You sign an agreement giving the State a lien on your home. Your sons, 
daughters, and other close relatives are badgered into contributing to your 
support, even though in many cases they can ill-afford to do so. In some States 
your name, address, and the amount you receive become public property, open 
to inspection at the courthouse or welfare office. 

One final point must, I believe, be made. An adequate security pro- 
gram for all of our own people is one of the most important ways in 
which we can demonstrate to the world our regard for individual 
rights and liberties in a democratic country. If this country can score 
a breakthrough on poverty we will have for the world the answer 
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to an ancient fear which haunts every human heart—the fear of 
hunger. Again in the words of Dr. Townsend: 

* * * we are convinced that once the United States can truthfully assert that 
poverty has been permanently outlawed in the United States, other nations will 
speedily demand freedom from the great curse of poverty. And how willingly 
we would advise them of the means by which we had freed ourselves. 

We could not only convince them that mechanization enabled us to turn out 
wealth in all its forms in superabundance, but we could furnish them with the 
machinery necessary, and instruct them in its use, and in the process we would 
be setting an example of what it actually means to live under a government 
of the people, for the people, and by the people. 

I am sure this committee is as concerned with these matters as I 
am and I know you will give this matter much serious thought. On 
behalf of millions of Americans, I want to congratulate you again for 
holding these hearings which look toward more equitable legislation 
in this important area. 

The CuarrMan. Thank you, Mr. Flood, for your views. 

Our next witness is our colleague from Maine, the Honorable Frank 
M. Coffin. 

We were assured when the public-assistance programs were adopted 
that they were a temporary necessity which would gradually disappear 
from the land because everybody would be getting social-security 
benefits-where no “needs test” is applied. After 23 years of experi- 
ence, however, this goal is a long way from being realized. 

Let it be clearly understood that tai not proposing that Federal 
aid for these public-assistance programs be curtailed, as has been 
advocated by the present administration. I have, indeed, supported 
every increase in this Federal share which has been made since I 
came to Congress, and I shall continue to do so until “needs tests” 
plans are effectively superceded by a system which makes really ade- 
quate insurance payments to all older Avnaekegt as a matter of right. 

We will achieve the kind of social-welfare plan of which America 
can be proud—and which Americans deserve—only when we act with 
vision and with a full understanding that people who can no longer 
actively produce goods are still a vited Dart of our economy. 

As Dr. Townsend has said: 


In our national population there are at present some 20 million of adult citizens 
who can be classed as paupers or semipaupers, Their consuming ability is re- 
stricted to a bare livelihood because of one thing—lack of ability to buy. Their 
money supply has dried up * * *. Why in the world do we not devise a way 
whereby these unproductive ones can become * * * good customers? Customers 
are just as important to industry as working producers. 


STATEMENT OF REPRESENTATIVE FRANK M. COFFIN, 0F MAINE 


Mr. Corrin. Mr. Chairman, I know of no more important hearings 
in this session of the 85th Congress than those which your committee 
is now conducting. The broad scope of social security, as it applies 
to the young ao the old, the well and the disabled, represents the 
great and abiding concern of Americans for the welfare of the indi- 
vidual. It is a concern that can never be satisfied or contented with 
past accomplishments. Its only satisfaction can come in the meeting 
of needs and the improvement of programs so as to reduce the human 
cost of inadequate income brought about by human and economic 
failures. 
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I shall not attempt to prescribe a specific program for the meeting 
of these many needs. I shall, however, touch on several of the most 
serious problems confronting my own State of Maine, and suggest 
some avenues which may lead to a brighter future for millions of 
our fellow Americans. 


AID TO THE AGED 


We are all aware of the increasing problem of the aged, and the 
growing demands we will face in seeking to maintain proper pro- 
grams for their security in the future. According to present esti- 
mates, our present over-65 population of 15 million will reach 21 
million by 1975. In the State of Maine there are almost 100,000 
persons over 65, today, or 10.8 prevent of our total population. 

The growing number of people in this category, and the increased 
strain which inflation has placed on.their financial position, are a 
source of immediate concern. There are some 34,000 in this group 
in Maine receiving neither old-age and survivors insurance nor old- 
age assistance payments. Those receiving benefits are slipping 
further and further behind in their efforts to maintain an adequate 
standard of living, as the spiraling cost of living eats up even the 
modest increases in benefits granted in recent years. 

We are moving in the direction of a more adequate old-age and 
survivors insurance program. So long as we are able to expand 
the benefits under this program to assure a reasonable standard of 
living for our aged we will be able to reduce the amount of assistance 
which has to be given on an emergency basis. Our ultimate aim 
should be to cut the need for old-age assistance to the point where it 
will be a small relief program, supplemental to other resources such 
as old-age and survivors insurance. In the meantime, in addition 
to strengthening social-security payment schedules, we should raise 
the level of benefits under old-age assistance to a level where they can 
live with adequate housing, food, clothing, and medical treatment. 

The Long proposal to increase Federal contributions to State wel- 
fare programs on a 50-50 matching basis up to a maximum of $70 a 
month would provide a minimum step in the direction of meeting the 
growing pressure of living costs. Such a program would benefit over 
14,000 people in the State of Maine, and it would help improve our 
— efforts on behalf of the disabled and the blind, as well as the 
aged. 


AID TO DEPENDENT CHILDREN 


I hope in our concern for the aged we will not forget the plight of 
children receiving assistance under the aid to dependent children 
program. A change in the aid to dependent children matching funds, 
similar to that in the proposal which I have just mentioned, would 
cost an estimated $70 million compared with a cost of $200 million for 
the plan for aged, blind, and disabled. 

The complexities of modern living create more problems for 
children than for any other group in the population. The numbers 
of broken marriages, numbers of children born out of wedlock, and 
economic need caused by either unemployment or underemployment, 
when a great majority of the population has a relatively high income, 
all serve to accentuate emotional problems even more than the physi- 
cal needs of children in these families. 
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These needs must be met through strengthened counseling services, 
adequate financial assistance, and by changes in the eligibility stand- 
ards wherever possible and desirable. Eli bility for aid to depend- 
ent children now depends on three causes fo or deprivation of parental 
support: Death, continued absence from the home, and incapacity 
of one or both parents. One major addition which should be con- 
sidered in this list of eligibility requirements is that of unemploy- 
ment. 

At the present time, unemployment and underemployment are 
threatening many families with economic disaster and the breaking 
of family ‘ties. There is ample evidence that the situation has be- 
come so desperate in some cases that fathers who have become unem- 
ployed have left home and family in order that the children may 
qualify for aid to dependent children. This is a sad commentary 
on 20th century America, when the only way a father can meet the 
needs of his children is to leave his family. 

We are confronted with a great social need in this program, where 
the investment of a few dollars today in the welfare of a little child 
may save us thousands in the cost of social rehabilitation years from 
now. In any act of improvement for the social-security program we 
must not neglect our children. Such improvements should include 
increased aid under the aid to dependent children program, plus ex- 
panding the authorization for child-welfare services to $25 million 
and removing the restrictions on this program which limit the appli- 
cation of work largely to rural areas. 


SOCIAL SECURITY COVERAGE IN MAINE 


This committee has before it H. R. 11256, which would amend the 
Social Security Act to permit Maine municipalities to participate in 
the social-security program. At the present time, these communities 
cannot participate because of a conflict between State and Federal 
laws. H. R. 11256 would grant exemptions to Maine teachers from 
coverage of the act, as policemen and firemen are exempted at the 
present time under the Federal law. 

Under an act of the 98th Maine Legislature, teachers are considered 
State employees for purposes of the Maine State retirement system. 
Under the Federal law, they are considered municipal employees. 
Because of social-security requirements, it is impossible for Maine 
municipalities to place their employees under the social-security pro- 
gram, since all municipal employees must participate if coverage 
is to be extended to a community. 

This bill represents a clarification of the act to meet a special need 
in Maine. It does not create a precedent. I urge the committee to 
adopt the amendment as a part of this year’s act. 


CONCLUSION 


My testimony today, Mr. Chairman, has been brief. I know that 
your committee has ms uly proposals pending before it on what I con- 
sider to be vital needs in our soc iety. There are many areas I have 
not touched. I have tried to give in capsule form some of our most 
pressing needs—needs which must be met if we are to justify our heri- 
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tage as a Nation which cares for the needs of humanity and its well- 
being. 

The Cuarmman. Thank you, Mr. Coffin. 

Our next witness is our colleague from New Mexico, the Honorable 
Joseph M. Montoya. 


STATEMENT OF REPRESENTATIVE JOSEPH M. MONTOYA, OF 
NEW MEXICO 


Mr. Monvroya. Mr. Chairman and members of the committee, I 
want to thank you for allowing me the privilege of testifying and 
presenting my views concerning certain aspects of the Social Security 
Act upon which you are presently conducting hearings. I have had 
considerable experience from an administrative viewpoint with the 
social-security system at the State level. In my State of New Mexico 
I interested myself in trying to improve the conditions of the elder 
citizens of our State by sponsoring laws which would implement the 
State contribution for old-age assistance. I have encountered through 
the years the constant but justifiable objection that meager social-se- 
curity benefits as provided under the present law cannot in good con- 
science accord to any ordinary citizen a sufficient resource to buy for 
himself the meager necessities of life. This is true in rural New 
Mexico and it certainly adds greater concern as an inadequate sum for 
subsistence for those citizens who reside in the metropolitan areas of 
our country. 

In many cases it has been my experience that social-security benefits 
are not only inadequate but they must be implemented by old-age as- 
sistance which is based on need. Because of the limitation of funds in 
my State the budget allowable for each recipient is based on a formula 
which of necessity must recognize the available funds which are inade- 
quate. As a result, most recipients receive not even half of their 
meager minimum needs. There are many others who do not receive 
general assistance and must depend on small social-security checks 
which are inadequate and insufficient. 

I fully realize that these aspects have been presented to this com- 
mittee by many witnesses but I cannot help but urge the favorable 
consideration of this committee toward a plan which will increase 
these benefits to a point whereby the dignity of old age can be fully 
recognized. 

It has been stated many times, by way of discouragement, that to 
grant additional benefits would render the fund actuarily unsound. 
I do not feel that this argument should be given the force and effect 
of closing the door on the responsibilities that Members of Congress 
have in promoting the public welfare of our citizens. I do not. believe 
that reasonably minded employers would object to increasing the 
assessment of social-security taxes to take care of a reasonable increase 
in the social-security payments to all eligible recipients. It is my 
feeling that this is an urgent matter which merits our consideration at 
this session of Congress. 

Again, I wish to thank your committee for allowing me to speak 
on these bills concerning our social-security system. 

The Cuarrman. Thank you, Mr. Montoya, for your views. 
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(The following letter was received by the committee :) 


Mr. CHAIRMAN: It is a privilege for me to present this statement for inclu- 
sion in the hearings now being held before your distinguished committee, in 
support of much needed improvements in our social-security program. 
I have always been a strong advocate of our social-security system, and dur- 
ing my years in the Congress I have made every effort to bring about increased 
benefits. Social security, as it now exists, is a big improvement over the original 
version and as the country progresses and changes, we should think of keeping 
pace in this field. Our social-security structure still has kinks in it. There are 
provisions in it which are unfair by today’s standards and which should be 
eliminated. Other provisions need to be liberalized. 
In the past I have spoken in support of a number of amendments which 
would— 
(1) Lower the retirement age for both men and women ; 
(2) Eliminate the work clause; 
(3) Increase the minimum monthly benefits and provide an increase in 
all benefits ; 
(4) Provide disability benefits ; and 
(5) Provide health-insurance protection; and other necessary and cor- 
rective measures. 
Legislation to lower the retirement age is needed by many of our older people 
who, through no fault of their own, are unable to work or who cannot find a 
job. The lowering of the age for women in 1956 was a step in the right direc- 
tion, but we must not stop there. f 
One of the major kinks in our social-security law is the earnings ceiling. i 
Though progressively raised from a beginning level of $180 to the present $1,200, 
in principle it is still wrong in my judgment. Its effect is to help the well to do 
and certain organized groups who may have other retirement programs, while 
penalizing those with low incomes, the industrious, and/or the hard pressed. 
With the number of elderly people in our population rapidly increasing, we are 
telling them in one breath that they should remain productive and useful as ) 
long as possible; and in the next breath, we punish them for their efforts. 
The need for a substantial increase in benefits can hardly be questioned by 
anyone who has talked with people now trying to exist on fixed annuities. Our 
present economic situation finds us with a record high in the cost of living. 
Higher costs of food and other necessities have shrunk our dollars and the i 
retiree feels this most of all. Also, during a recession it is often the older ! 
worker who is the first to be laid off, and many men and women have found it 
necessary to apply for their benefits before they would ordinarily do so. No 
change has been made in the amount of social-security benefits since 1954, and 
it is obvious that these older citizens have been victimized by the sharp rise 
in prices in the past 4 years. 
Many of our elderly people fear illness and the resulting high costs of medical 
and hospital care. Provision should be made against these expenses which 
threaten the self-sufficiency and independence of the individual. It is for this 
reason that I heartily endorse H. R. 9467 introduced by Representative Aime 
J. Forand. 
Retired citizens have earned a larger share of this Nation’s goods because 
they have played such a vital part in the creation of our great productive 
capacity, and it is up to us to see to it that they get it. Enactment of such 
legislation will require an adjustment of the social security tax schedules, but 
I believe the workers of his country are willing to make the increased contribu- 
tion knowing that this is a form of investment for their own future protection. 
Since I became a Member of Congress in 1951, we have made a great deal of 
progress, liberalizing and improving our social-security system. As an ardent 
supporter of all phases of social security, I have often stated that it is a sound 
thrift program. It is gratifying to realize my judgment has been vindicated 
because many economists will agree that social security has been a substantial 
stabilizer during our present recession. 
As legislators, we have a further obligation to make sure, through our social- 
security program, that our elderly citizens are given the opportunity to live out 
their lives in dignity and are not the forgotten people of our times. It is my 
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earnest hope that this Congress will take another step forward, and I trust the 
Ways and Means Committee will give thoughtful and favorable consideration 
to these proposals. 
EDMUND P. RADWAN, 
Member of Congress 41st District, New York. 
The CHarrmMan. Our next witness is Dr. Eveline M. Burns, of the 
National Association of Social Workers. 


STATEMENT OF DR. EVELINE M. BURNS, THE NATIONAL 
ASSOCIATION OF SOCIAL WORKERS 


Dr. Burns. Mr. Chairman and members of the committee, my name 
is Eveline M. Burns, professor of social work at the New York School 
of Social Work, Columbia Univ ersity, where I teach graduate courses 
in public welfare and the social insurances. 

To identify myself further for the record I should say that I am an 
economist by pr ofession, was for many years a member of the graduate 
department of economics at Columbia U niversity, and have served 
as a member of the executive committee and as vice president of the 
American Economic Association. 

I have been closely associated with the development of our social- 
security system since 1934, as a staff member of the original Com- 
mittee on Economic Security, as consultant to the Social Security 
Administration from the inception of the program, as a member of 
the group of consultants to Secretary Hobby, whose recommendations 
were adopted by the Congress in the 1954 social-security amendments, 
and as a member of the Federal Advisory Council on Employment 
Security. 

I am the author of several standard books in the field of social 
security, and am well known in the social-welfare field, having served 
as secretary, first vice president and, this last year, as president of 
the National Conference on Social Welfare. 

I am testifying today on behalf of the National Association of So- 
cial Workers, of which I am a member. This or ganization, with a 
membership of 22,000, represents the most highly trained segment of 
the approximately 100,000 persons employed by local, State, and Fed- 
eral governmental agencies and Catholic, Jewish, Protestant, and non- 
sectarian voluntary agencies to administer and operate our social wel- 
fare services and programs. 

Our members, who see at first hand the consequences for individuals 
and families of economic insecurity and of the failure of society to 
adopt remedial and preventive social measures, have given much 
thought to ways and means by which our social-security system could 
be improved and strengthened so as to meet existing needs while also 
serving to reduce the dimensions of the problem in the future. Our 
commission on social policy and action has developed a series of public 
policy statements which have been considered by our various chapters 
all over the country and were finally approved by the national dele- 
gate assembly last May, and it is within the framework of these poli- 
cies that we wish to address your committee today. These statements 
together with a resolution on amendments to the Social Security Act 
are appended and made part of this statement. 

Nevertheless, we want to make it clear that we are not impractical 
idealists. We recognize that some of the measures which, in our judg- 
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ment, are needed to round out our security and welfare programs are 
unlikely to be achieved overnight even though we believe we could 
argue vigorously and persuasively in their defense. Above all, we 
realize that you gentlemen of the committee have for the last 2 weeks 
been presented with a series of proposals for reform or retrenchment, 
and that you face the very difficult and responsible task of deciding 
upon priorities. This statement, consequently, will allude only to 
those parts of our public-policy statements we regard—and what we 
hope you will regard—as the eo next steps. And in so doing we 
think we can claim to speak from a knowledge of the problem that is 
more immediate and direct than that of almost any other organized 
group which has appeared before you, for, while we find ourselves in 
general agreement with the policies proposed to you by the American 
Public Welfare Association and the AFL-CIO, our understanding of 
the needs of people stems from the experience of our members in pri- 
vate as well as in public-welfare agencies, and our clientele comprises 
many who are not merely unorganized workers but, in many cases, 
persons who are not members of the labor market at all. 

From this background, we urge you to give primary attention to 
the following areas: 

1. Strengthening our social-insurance programs: The single most 
important step which this country has taken in the last 25 years has 
been the substitution of social insurance for public assistance as the 
typical method of providing against interruptions of income. The 
popularity of this self-respecting method of providing against emer- 
gencies is universally recognized. It protects our independent-minded 
Americans from having to seek economic aid through the humiliating 
procedures of a needs-test system. It automatically assures the funds 
needed to cover disbursements through the legal requirement to pay 
contributions. It removes from the State and local assistance author- 
ities a heavy burden of support of the indigent and, thus, keeps to a 
minimum the always difficult issue of the extent and nature of Federal 
aid for public assistance, and the degree to which the Federal Govern- 
ment should be involved in standard setting on these programs. 

But if the full potentialities of social insurance are to be realized, 
the system must be constantly adapted to changing economic condi- 
tions, and it must be extended to cover risks net yet dealt with. More 
specifically : 

(a) Benefits should be immediately increased by 10 percent. 

Since the last changes were made in the benetit formula-——1954—the 
cost of living has increased by about 8 percent while average earnings 
have increased by about 12 percent. Even in 1954, average benefits 
were barely adequate, together with the resources possessed by the 
average beneficiary, to meet minimum living costs. 

The rising cost of living means that more and more beneficiaries are 
forced to seek supplementation from public assistance, thus destroying 
what our people regard as the main advantage of social insurance, 
namely, the possibility of having nothing to do with means-test pro- 
cedures, for it makes little difference to one’s sense of self-respect 
whether one has to submit to this procedure to obtain the whole of one’s 
monthly income or to obtain the missing 8 or 10 percent. 

To raise benefits now for both already retired and future bene- 
ficiaries by 10 percent, or a little more than the current cost-of-living 
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increase but less than the increase in average earnings, w ould, in view 
of probable trends in prices, make it less necessary to adopt a hurried 
change in the next year ortwo. It would also serve to give beneficiaries 
some share in the rising productivity of the Nation. 

To finance this cost, we would suggest an appropriate increase in the 
taxable-wage base from the present $4,200. 

We place this proposal for a 10-percent increase in the benefits first 
because we are convinced that a modest and immediate increase in 
monthly benefits is an urgent necessity and already overdue. 

(b) Benefits for dependents should be provided for disability-in- 
surance beneficiaries. 

The failure to provide dependents’ benefits for this category of bene- 
ficiaries makes no sense at all if the object of the Congress was what we 
believe it to have been—namely, to make it possible for totally disabled 
persons to enjoy a modest livelihood without recourse to public 
assistance. 

A married man simply cannot live on the primary insurance benefit. 
Moreover, since he is, by definition totally disabled, it is highly 
unlikely that his wife can accept full-time work to make good the 
deficiency in family income, since someone must care for him. 

This provision was inserted in the law primarily as an additional 
safeguard against possible cases of malingering. But all the evidence 
goes to show that the eligibility provisions are being very rigorously 
applied ; indeed, some would say, far too rigorously ‘and restrictiv ely, 
so that this additional deterrent can no longer be justified, if indeed it 
ever was a sound policy to penalize the vast number of decent, unfor- 
tunate, disabled people for the sake of discouraging the few who might 
be tempted to take advantage of the system. 

If we think the totally disabled should have social insurance, let 
us make sure that they have as much income as we think it proper for 
the aged to have from this source. The available evidence suggests 
that the costs of the present program are less than anticipated, and 
we believe the grant of dependents’ benefits could be financed without 
any increase in the rate of tax. 

(c) The 50-year age limit should be removed as an eligibility con- 
dition for disability insurance. 

This limitation, too, was introduced in 1956, when disability insur- 
ance was a new venture for the Federal Government. At the time 
it was reasonable to limit coverage so as to gain experience with admin- 
istration of a new program, the special difficulties of which we do not 
for a moment deny. 

We have, however, been greatly impressed with the skill and delib- 
eration with which the Bureau of Old-Age, Survivors, and Disability 
Insurance has grappled with the various problems involved, and we 
believe that administrative difficulties alone can no longer be cited as 
a reason for not doing something that, ideally and in : principle, we 
should have done from the first; namely, to make social-insurance 
income available to all totally disabled persons, regardless of age. 
For the need of the family of the man disabled at 35 or 45 is no dif- 
ferent from that of the man disabled at 50 upward. Indeed, it is 
greater, for the younger man has to eke out an inadequate existence 
for more years before becoming eligible for his old-age benefits. 

(d) Rehabilitative services to disabilitv-insurance beneficiaries 
should be paid for from the disability trust fund. 
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The desirability of doing everything possible to rehabilitate the 
disabled is everywhere recognized. Quite apart from the immense 
difference made to the lives of individuals who, through the almost 
miraculous methods and techniques of modern rehabilitative science 
and art, are once more enabled to live independent lives, it is sheer 
social and economic waste to continue to support in idle helplessness 
men and women who, for a relatively small investment of resources, 
could be rendered more independent. 

Unfortunately, the Federal-State vocational rehabilitation services 
in the States are very inadequately developed. Perhaps one of the 
most shocking wastes and inefficiencies of our Nation is our failure 
to apply modern knowledge and techniques to our disabled. 

But, among the candidates for rehabilitation, the disability-insur- 
ance recipient is likely to be regarded by the existing agencies as the 
marginal claimant for attention, for our vocational rehabilitation 
agencies lay great stress on the objective of returning an individual 
to employment, and, unfortunately, employability is a function not 
only of physical health but of age; and at the present time, by defini- 
tion, the disability-insurance recipient is 50 years of age or over; 
that is, a person regarded as difficult to place under any circumstances. 

Only if the disability fund is able to finance rehabilitative services 
for its beneficiaries will these people have a reasonable opportunity 
of access to rehabilitation services. The financial justification for 
charging these costs to the fund lies in the fact that a successful reha- 
bilitation case will no longer draw benefits; thus, the fund is making 
a profitable investment. We, therefore, endorse the proposals to this 
end contained in H. R. 8883, introduced by Congressman Kean. 

(e) Payment of hospital and surgical costs for OASDI beneficiaries 
from the OASIT fund. 

We endorse the proposals contained in Congressman Forand’s bill, 
H. R. 9467, for the payment of hospital, nursing-home, and surgical 
expenses for individuals entitled to OASI benefits. Even if it were 
deemed undesirable at this time to extend this privilege to survivor 
beneficiar‘es, we believe there is an overwhelmingly strong case for 
doing so in the case of the retired aged. To finance such additional 
benefits, we recommend an increase of one-half of 1 percent in the 
payroll tax. 

The cost of medical care to the aged is increasingly becoming our 
major national social problem. It is the cause of a large part of the 
supplementation of OAST benefits and of the rising costs of public 
assistance, despite the declining numbers of old-age-assistance recip- 
ients. It will become increasingly important with the growth in 
numbers of the aged. 

The problem is not whether or not these costs are to be met; they 
are, in fact, being met today by individuals from their savings, thus 
merely accelerating the date by which they have to seek public sup- 
port for their normal needs, or by public-welfare agencies whose 
budgets for this purpose are continually increasing, or by hospitals 
and private agencies whose deficits are continually growing. The 
question the Nation faces is merely the question of the best way to 
meet these costs. We believe that, for the long run, the most rational 
method is by way of insurance, and that the most feasible method of 
making sure that everyone shall be insured is to utilize the machinery 
of compulsory premium payment through OASI. 











990 SOCIAL-SECURITY LEGISLATION 


Reference has been made in these hearings to the extent of medical 
and hospitalization insurance among the aged. None can claim, how- 
ever, that this type of insurance is or could ever be wholly inclusive 
of the population so long as the decision to take out such insurance 
is left to the voluntary decision of individuals. 

Quite apart from the well-known fact that it is difficult for older 

eople and those not members of organized groups to secure such 
insurance from private insurers, any effort to force private companies 
to continue, without reduction of benefits after age 65, insurance taken 
out in earlier years, would involve an increase in premiums in the years 
prior to age 65 that would discourage many from carrying such in- 
surance unless compelled to do so. Moreover, the citation of the ex- 
tent of insurance carried by older persons fails to point out the lim- 
ited benefits of such insurance and the extent of the total costs of ill- 
ness still carried by the insured person. 

Nor do we see why a service so universally needed by older persons 
and so readily capable of being financed by an extension of our existing 
tax-collecting machinery should be burdened with the additional costs 
inevitably involved if the writing of insurance is undertaken by com- 
petitive, profitmaking, private insurance companies. 

To extend our insurance protection in this way would remove a 
great specter of fear and uncertainty from our older citizens: it would 
ease the financial burdens of our State and local public-welfare sys- 
tems and from our private hospitals and welfare agencies; and it 
would greatly relieve the pressure on the Federal Government for 
financial assistance to the public-assistance authorities. 

2. Abolish the discriminatory treatment of children in our public- 
assistance programs: Our first priority, as we have indicated, is an 
improvement and extension of the Nation’s social-insurance system. 
Our second relates to public assistance. 

Your committee has heard many suggestions frum various witnesses 
for changes in the public-assistance system. Like many others, we 
should like to see an increase in the Federal matching maximum, the 
introduction of a variable grant that would give relatively more as- 
sistance to the poorer States, and a Federal grant-in-aid program for 
general assistance. Yet there is one feature of our public-assistance 
programs that seems to us to demand remedy even ahead of these other 
desirable changes. It is that we should eliminate the shabby and rela- 
tively disadvantageous treatment of children. 

Ever since the Social Security Act was passed, the provisions for 
income for dependent children have been less favorable than those 
for the other categories. The matching maximum has been lower, 
the Federal share of the cost less, and, until recently, even the num- 
bers of persons in the family for whom Federal matching was availa- 
ble were severely limited. 

Now it may well be that the cost of supporting a child is less than 
the cost of supporting an adult. But we are sure that it is less than 
half that of an adult, which is what we imply when the Federal match- 
ine maximum on the other categories is $60 and only $32 for the first 
child and a miserable $23 for each additional child. 

And why do we assume that, if it takes $60 to support an aged or 
blind or disabled adult, it takes only $32 to support a mother who is 
caring for even more scurvily treated dependent children ? 








SOCIAL-SECURITY LEGISLATION 991 


How can a Nation like ours, that prates of its concern for and 
affection for children, justify average monthly assistance payments 
in cash of between $52 and $66 per recipient for the aged, the blind 
and the disabled, but only $25.60 per recipient in the aid-to-depend- 
ent-children families? What kind of a citizenry are we developing 
among the almost 2 million children whom we are forcing to subsist 
at this miserable level of living? How can we expect them to feel 
like other children, to be filled with the enterprise and sense of oppor- 
tunity that we like to think of as part of our American heritage, to 
have a sense of belonging to a generous and expanding society ¢ 

Furthermore, no provision is made for Federal sharing in the grant 
to a second adult relative in the family, despite the fact that in one- 
fifth of the families both parents are present. 

Children are disadvantaged in our federally aided public-assist- 
ance programs in yet another way. Aid is available under aid to 
dependent children only if children are living with specified relatives 
and only if they are deprived of support by death, disability, or 
absence from the home of one parent. Hence, these funds cannot be 
used to support the children of an unemployed worker, unless he 
chooses to leave the home. It must not be forgotten that some com- 
munities, as a matter of policy, do not grant general relief to families 
in which there is an employable individual. So, aid to dependent 
children is the only recourse. How can we justify a policy that en- 
courages family breakdown in such circumstances? 

We therefore urge that the first priority for any additional Federal 
funds devoted to public assistance is to increase the Federal matching 
maximum for adults in ADC families to the same level as for OAA, 
AB, and APTD, and to raise the matchable maximum for children to 
a level that is better calculated to assure them a standard of living 
of which the Nation need not be ashamed and one more likely to en- 
able them to develop into normal, healthy, and vigorous citizens. 

Furthermore, we urge that the Social Security Act be amended to 
provide Federal aid for assistance to needy children regardless of 
the cause of need. 

The best method of achieving this latter objective would be to 
adopt the proposals contained in the Forand comprehensive public 
welfare bill, H. R. 7831, which would make it possible for the States 
to develop a single, unified public-assistance program providing 
needed cash income and services to families and individuals solely 
on the basis of need and regardless of age, physical condition, family 
relationship, age or State of residence. 

Our association strongly supports this bill for we believe that it 
would not only offer a more effective and less confusing method of 
meeting the needs of our less fortunate fellow citizens, but would also 
be simpler and less expensive to administer. Among other advan- 
tages, 1t would enable us to use the already scarce supply of trained 
social service personnel to render more constructive services to assist- 
ance recipients, for they would have to spend far less time collecting 
data needed to establish eligibility or noneligibility for one or other 
of the existing essentially artificial categories. But this bill, creating 
a unified, federally aided assistance system, while commanding so 
large a measure of expert support, involves an extension of Federal 
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responsibility since it would require Federal aid for the present 
catchall category of general assistance. 

For some curious reason, the Congress in the past has not looked 
on this with favor even though it need not necessarily have involved 
a greater total Federal expenditure for some of the increases in Fed- 
eral aid to the recognized categories that have taken place since 1946 
might, instead, have been used to match general assistance. 

If this unfortunate attitude to Federal aid for general assistance 
persists—and one would have hoped that the increasing burden of sup- 
port of the unemployed now falling on general assistance would have 
served still further to emphasize the need for Federal aid to this 
residual category—the position of children might still be protected 
by an amendment to title IV which would make any needy child eli- 
gible for ADC regardless of reason for dependency, and we strongly 
urge this amendment if the provisions of the Forand bill are not 
adopted. 

3. An expansion of preventive and constructive social services: 
We professional social workers have always held that the ultimate 
objective of our public welfare services should be the elimination and 
prevention of dependency. While social science does not yet have the 
answers to all the social ills with which we social workers have to 
deal—poverty, inability to function as an independent member of 
society, family breakdown, and juvenile delinquency, for example— 
we already know far more than we are putting into practice. In 
many of our federally aided programs we have given token recogni- 
tion to the fact that prevention and treatment are better than 
amelioration, but we are just not doing enough. 

We know that among the almost 2 million children currently sup- 
ported on ADC nearly 60 percent are in families where the parents 
are estranged, where the father is divorced, separated without court 
decree, deserted or simply not married to the mother. Here is a 
major challenge to our social order about which we are doing almost 
nothing. 

The farsighted action of the Congress in 1956 in authorizing a rela- 
tively small sum for research into the causes of this and similar social 
evils has not been implemented by appropriations. A corresponding 
authorization for training grants to increase the pitifully short supply 
of social workers who could help to bring some of these families to- 
gether, counsel and aid the children in such unfortunate families so 
that the effects of family breakdown would not be perpetuated in the 
lives of the next generation, assist the aged and the disabled toward 
self-care, and work in a constructive way with our perpetual hard-core 
problem families so that they might move toward independence and 
self-support, this authorization, too, has not been implemented by 
appropriations. 

The shortage of trained workers grows yearly more acute, and 
growing, too, are the numbers of those whom the Nation supports in 
dependence. 

Perhaps you gentlemen of the committee can explain why a Nation 
which is prepared to spend so many billions on meeting the income 
needs created by these social pathologies and which prides itself on its 
scientific attitude, is unwilling to invest a few paltry millions in trying 
to eradicate the causes by research into their nature, and in trying to 
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restore to normal living these broken families and incapacitated indi- 
viduals. The riddle is one which we members of the National Asso- 
ciation of Social Workers certainly cannot answer. 

Even in the programs already authorized for the care of mothers 
and children, we limit the effectiveness of our national attack on the 
social problems involved by grudging appropriations and failure to 
develop an adequate supply of professional personnel to render needed 
services. The grants for child welfare services under title V of the 
Social Security Act have been slowly increased to $12 million an- 
nually and only now does it look as though this full authorization 
may be appropriated. But the total is far too small. As of June 
last year only half of the counties in the Nation had the services of 
full-time public child-welfare workers, and this in the face of the 
known facts about family breakdown which I have already cited, 
the growing volume of juvenile delinquency, and the increasing 
tendency for mothers to enter the labor market. 

We urge an increase in the authorization for such services up to 
$25 million, and we regard this not as an expenditure but as a na- 
tional investment in the citizens of the future. 

We also believe that the limitation on the use of child-welfare 
funds to rural areas should be removed. This clause, perhaps justi- 
fied in 1935 when rural needs were particularly apparent and when 
we knew much less about the nature and distribution of the problem, 
now serves as a hindrance to the most effective use of these funds. 

The problem of delinquency appears to be more acute in our cities 
and large metropolitan communities than in the rural areas. Half 
of our ADC families live in metropolitan counties. If we are to give 
our children who are delinquent or in danger of becoming so the 
services they need, and which the interests of the Nation suggest they 
should have, the rurality limitation must be removed. 

At the beginning of my statement I indicated that our association 
has many other recommendations to make regarding needed improve- 
ments of our social-security system. As indicated earlier in this 
statement, these public policy positions are included and made part of 
this statement. We feel strongly, however, that some are more urgent 
than others, and I have attempted in this presentation to indicate to 
you those which we, whose professional life brings us in daily con- 
tact with these social problems, believe after study and careful con- 
sideration to be most important. We suggest three priorities: t 
Strengthening and expansion of our social insurance system; (2 
action to eliminate the peculiarly disadvantaged position of children 
in our public-assistance programs; (3) an intelligent expansion of 
our preventive and constructive social services. 

The Cuarrman. We thank you for bringing to us the views of the 
National Association of Social Workers. The resolution and policy 
statements attached to your statement will be included in the record 
at this point. 
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(The material referred to follows :) 


RESOLUTION ON AMENDMENTS TO THE SOCIAL SECURITY ACT ADOPTED BY THE 
DELEGATE ASSEMBLY OF THE NATIONAL ASSOCIATION OF SOCIAL WorKERS, Sat- 
URDAY, May 10, 1958, Cui1caao, ILL. 


Whereas the Social Security Act has now been in effect for almost a genera- 
tion and provides protection to almost all Americans against loss of income 
because of the death or retirement of the wage earner ; 

Whereas the level of benefits, however, is now inadequate in relation to the 
cost of living; 

Whereas the act makes no provision for the costs of health care of insured 
beneficiaries, thus requiring many of the aged beneficiaries to deny themselves 
needed care or resort to the medical care provisions of the old-age assistance 
program ; 

Whereas the disability amendment of 1956 requires automatic referral to 
State vocational rehabilitation services of all disability beneficiaries. Federal 
and State appropriations for such services are relatively limited in relation 
to need and restrain, therefore, the number of persons rehabilitated ; 

Whereas the provisions for the range of services and the authorization of 
funds for services to children in several titles of the act are insufficient and 
inadequate ; 

Whereas measures and funds for the prevention and control of juvenile de- 
linquency are urgently needed. Such measures are and should be an integral 
phase of Federal-State concerns for the welfare of children ; and 

Whereas provision should be made for Federal participation in the mainte- 
nance of children who require foster care: Be it therefore 

Resolved, That the National Association of Social Workers favor amending 
the Social Security Act by providing an increase in benefits payments of about 
10 percent, provide for the payment of hospitalization, nursing home and surg- 
ical care costs and provide for the payment of rehabilitation costs from the 
insurance system ; be it further 

Resolwed, That the costs of these improvements in the act be met by increasing 
the taxable base to $6,000 from the present $4,200 and by increasing payroll 
contributions by one-half percent each on employee and employer; and that 

Title 1V—grants to the States for aid to dependent children be amended 
to provide Federal funds for any needy child living with any relative regardless 
of the cause of need and thus avoid putting a premium on desertion as is now 
the effect of the present title ; and that 

Title V—grants to the States for maternal and child welfare be amended to 
allow child welfare services to be extended to children in urban areas and 
further amended to include services to delinquent children so as to enable 
funds to be used for prevention and control of juvenile delinquency. The 
authorization for child welfare funds should be increased from the present 
$12 million to $25 million so as to provide for the enlarged purposes of this 
title ; be it further 

Resolwed, That copies of this resolution be sent to the chairmen of the House 
Ways and Means Committee and the Senate Finance Committee, and to the 
Secretary of the Department of Health, Education, and Welfare. 





Pouticy STATEMENT OF THE NATIONAL ASSOCIATION OF SocrAL WORKERS ON 
SocrAL INSURANCE 


THE PROBLEM 


Modern industrial organization, with its dependence on a money economy, 
creates special economic hazards for those individuals who are either unable to 
work or for whom work is not available. The best way to prevent economic need 
due to loss of earning power is to supplement a full-employment economy with 
an adequate system of social insurance. Social insurance is a form of group 
saving under Government auspicies which assures money payments on a pre- 
determined scale or other stipulated benefits to insured individuals and, in some 
instances, to their dependents, when their income from employment is cut off 
for reasons beyond their personal control. 
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Under our American system, social insurance coverage is related to individual 
employment, contributions are made by and/or on behalf of the individual 
workers, his benefit rights are based on such contributions, and the level of his 
benefits is related to his previous earnings. Such a system safeguards the clear- 
cut entitlement of beneficiaries and provides an objective method of relating bene- 
fits both to individual wage scales and national productivity. Even though a 
governmental contribution to the system as a whole or in behalf of individuals 
such as exists in many other countries might some day- prove economically 
desirable, the safeguarding principle of individual entitlement remains the 
essential value of social insurance. 


THE OBJECTIVE 


The total system of social insurance, in order to fulfill its social purpose in 
American life, should protect all workers and their dependents against the major 
economic hazards of modern life, and should provide benefits adequate to main- 
tain a reasonable standard of living commensurate with the Nation’s productive 
capacity and sense of social justice. 


RECOM MENDATIONS 


To this end the following recommended : 


1. A comprehensive program.—All workers, including civilian and military 
personnel, governmental and railroad employees and self-employed persons, 
should be protected by a single system against loss of income due to retirement, 
premature death and permanent disability. Included in this system should be 
provision for medical services to covered persons and their dependents who are 
ill. Supplemental systems to provide more adequate protection should be en- 
couraged and benefits of those now protected under separate systems should be 
maintained at least at present levels through supplementary payments such as 
now exists in many private industry plans. Wage earners and salaried persons 
should also be protected against loss of income due to unemployment and 
temporary disability. 

2. Benefits.—The level and scope of benefits provided by this system should be 
increased to reflect rising wage levels and national productivity. All steps should 
continue to be taken moving toward an adequate comprehensive Federal system 
of insurance protection against loss of earnings due to disability, both temporary 
and long-term. Protection should be provided against all disability and illness, 
whether work connected or due to other causes. Present Federal protection 
against permanent and total disability should be extended to all insured workers 
without age limitation, should include dependents’ benefits, and provide for the 
payment of rehabilitation costs from the insurance system. Pending develop- 
ment of a broader Federal program which includes temporary disability insur- 
ance, those States which choose to extend such protection to their citizens as 
an interim measure should provide for administration by a public agency to assure 
accountability for tax funds, and benefit payments should be adequate in amount 
and duration to maintain reasonable income levels. 

4. Dependents’ benefits——In all those situations covered by social insurance, 
dependents’ benefits should be paid to persons who are actually dependent upon 
the insured worker. In addition to those now eligible this would broaden the 
coverage of surviving widows, the younger wives of retired workers and the 
dependents of persons receiving disability insurance. 

5. Deferred retirement.—Measures should be taken to encourage the employ- 
ment of those workers who are able and eager to work beyond the age at which 
they become eligible for retirement benefits, including the payment of higher 
benefits following deferred retirement. 

6. A stronger unemployment insurance program.—A single Federal system of 
unemployment insurance covering all workers is a desirable ultimate objective. 
Pending the achievement of such a Federal system the State programs should 
be improved in the following ways: (a) All who work for wages should be pro- 
tected; (b) benefit levels should be increased to reflect increases in the wage 
level; (c) benefit periods should be extended to meet realistic unemployment 
situations as they exist in many localities; (d@) restrictive disqualification pro- 
visions should be eliminated; and (e) “experience rating” provisions should be 
abolished and provisions made for appropriate tax adjustments on a flat-rate 
basis. 
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In addition to change in State laws to accomplish these ends, changes should 
be made in the standards contained in the Federal law to raise the required 
minimum benefit level, extend the duration of benefits, extend coverage to all 
employed workers, and stipulate that supplementation of unemployment com- 
pensation payments through employer-employee wage guaranty agreements be 
permitted. 

7. A stronger workmen’s compensation program.—A single Federal system of 
workmen’s compensation covering all workers and operated on a social insurance 
basis is a desirable ultimate objective. Pending the achievement of such a Federal 
system existing programs should be improved in the following ways: (a) All 
who work for wages should be protected; (0) benefit levels should be increased 
to reflect increases in the wage level; (c) the duration of benefits should be ex- 
tended to cover the entire duration of disability or dependency; (d) all oecu- 
pational accidents and diseases should be covered ; (e) adequate authority should 
be given for the issuance of safety and health regulations; and (f) the admin- 
istration and financing of the program should be handled by a public agency to 
assure accountability for tax funds, economy and efficiency of administration, and 
payment of adequate benefits promptly when due. 


Poticy STATEMENT OF THE NATIONAL ASSOCIATION OF SOCIAL WoRKERS ON PUBLIC 
WELFARE 


THE PROBLEM 


Modern democratic government promotes and protects the welfare of its citi- 
zens in Many ways, but the ultimate guaranty against social disaster lies in its 
public-welfare function. “Public welfare” as used in this context can be defined 
as including those governmental functions (a) in which social work constitutes 
the central professional discipline; (b) which are carried out through public 
welfare agencies; and (c) which have as their purpose the assurance to individ- 
uals of the means to meet those social needs—whether for economic aid, per- 
sonal service, social relationships, or social protection—which the community 
recognizes as basic but for which other resources have proved inadequate. As the 
central governmental social welfare function, public welfare is of particular 
concern to all social workers wherever employed. 

The quality of public-welfare services is a reflection of the level of community 
conscience and the point of sociai hardship below which no individual is per- 
mitted to fall. In doing this it supplements all other social instrumentalities 
as the ultimate provider for unmet need. By the same token it pioneers in making 
initial provision on an individualized basis for new needs arising from changes in 
the social structure or social standard, needs which may later be met on a more 
permanent basis by preventive or generalized programs. Hence its functions are 
highly dynamic and subject to change. For these very reasons it cannot fully 
earry out its social role until its organization and authority are at once com- 
prehensive and flexible with central emphasis on those social service functions 
which can assist individuals of all ages to develop their fullest potentialities and 
adjust to the responsibilities of a complex changing world. 


THE OBJECTIVE 


Every individual is entitled through public welfare to assurance that his basic 
needs will be met at a level which will maintain his health and well-being. 
Children and other persons of special vulnerability must be assured protective 
care. The means to meet minimum economic needs must be available to all. 
When the supportive relationships of individuals to each other fail or falter, 
social services must be available to reestablish or supplement them. Public 
welfare should be provided with adequate financing, breadth of authority, flexi- 
bility, and professionally qualified personnel to carry out its special role of ulti- 
mate social responsibility by assuring to all individuals the means to meet those 
basic needs for which other economic and social resources have proved inadequate. 
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RECOM MENDATIONS 


To achieve this end the following recommendations are made: 

1. A comprehensive public welfare program.—Local, State, and Federal laws 
should be modified to make possible a comprehensive noncategorical program of 
adequate financial and medical care for all persons in actual economic need, and 
social work services for all who need them. Under such laws it should not be 
possible to deny assistance or service to any-person in actual need of benefits or 
services otherwise available, whatever the age, race, religion, condition, political 
affiliation, or residence and citizenship status of the applicant, or the acts or 
failure to act of persons other than the applicant. Public welfare services should 
be available in all parts of the country and all jurisdictions in the United States, 
including the Commonwealth of Puerto Rico and the Virgin Islands, should 
participate in Federal programs under the same policy and financial provisions. 

2. Economic assistance.—Levels of public aid should be based on meeting all 
officially recognized budgetary needs of each applicant and paying the full legiti- 
mate cost of services rendered assistance recipients. The general levels of public 
aid should rise as prevailing social and economic standards themselves arise. 
Special needs, such as those deriving from blindness, other physical incapacity, 
or old age should be recognized and provided for. Public responsibility for adult 
persons in need should be accepted as replacing previous legal family responsi- 
bility beyond that of a spouse or parents toward minor children. The confiden- 
tial nature of all welfare records relating to the individual applicant or recipient 
should be protected by law and administrative practice. Opportunity should be 
afforded for a fair hearing to all who feel aggrieved by an agency’s action or 
inaction. 

3. Public welfare services.—Public welfare services should be available to 
assist individuals regardless of economic status in meeting their own needs, 
taking advantage of the social and economic resources available to them, partici- 
pating in community life, avoiding dependency, and discharging their familial 
and other social responsibilities. At the same time the special responsibilities 
of public welfare toward children should be expanded in order to support and 
where necessary supplement the family in assuring to all children whether living 
in their own homes or requiring substitute care, the familial care, social environ- 
ment, and services necessary to their full growth and development. Federal aid 
for child welfare services should be available without geographical limitations. 
The public welfare agency should also use its personnel and other resources to 
encourage the improvement and development of needed community services under 
both governmental and voluntary auspices in such a way as to meet the needs of 
all groups in the community. Such services should be maintained at the highest 
level through all appropriate measures including administration, licensing, stand- 
ard setting, and consultation. 

4. A single public welfare agency.—Responsibility for administering this com- 
prehensive public welfare program should be vested in a single administrative 
agency at each level of government unless the size of the population or other 
factors requires other forms of organization. When the special needs of a par- 
ticular group such as children or older persons cut across the responsibilities of 
several functional agencies, coordinating and factfinding bodies may prove a 
desirable asset to the functional agencies in carrying out their administrative 
responsibilities. 

5. Financing.—FEffective public welfare programs require adequate financing 
related to actual needs for assistance and services and appropriately shared by 
local, State, and Federal Governments in terms of their relatively fiscal capacity. 

6. Personnel.—Social work service is the essence of an effective public welfare 
program. It is, therefore, essential that public welfare agencies be adequately 
staffed with competent professional social workers and other qualified personnel. 
To attract and retain such workers, salary levels should be increased and the 
number of cases assigned to a worker decreased when necessary to effective 
service. In addition, educational leave and work-study plans should be expanded 
and in-service training emphasized. The sericus shortage of available qualified 
social work personnel emphasizes the importance of increased governmental 
support at all levels for social work education. The Federal Government should 
eontinue to make substantial financial contribution to the professional social 
work education of public welfare personnel, provide for direct Federal scholar- 
ships, 100 percent Federal grants to the State public welfare departments for 
this purpose, and direct payments to educational institutions. 
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7. Special needs.—Certain welfare needs are so pressing as to warrant special 
public welfare attention at this time. These include (a) the need for services 
to strengthen family life and promote individual social responsibility in order 
to meet the growing problems of family breakdown and desertion; (0) a broad 
eoncept of child welfare services to embrace the needs of all children and in- 
cluding, but not limited to, day care, homemaker services, services and facilities 
for disturbed children, and programs for the prevention and control of juve- 
nile delinquency ; (c) the social, recreational, housing, and health needs of those 
older persons for whom the family no longer provides an adequate social setting ; 
(d@) an imaginative approach to developing necessary substitute family care 
for children with special needs, older people, persons recovering from or vuluer- 
able to mental illness, and others who need social support or new social relation- 
ships; (e) the development of home care and other programs for persons suf- 
fering from illness or incapacity; (f) the development of better programs of 
interstate and intercounty cooperation in such areas as adoption, foster-home 
placement, runaway children, sharing of specialized institutions, and other 
resources; (g) the development of public welfare programs to meet needs related 
to military service, defense production, and civil defense. 

8. Research and experimentation.—The prevention of social problems and ap- 
plication of remedies is limited until there is more understanding of social ills. 
Basic research into social problems is an appropriate function of public welfare 
agencies, together with constant emphasis on the testing of methods in use and the 
development of new approaches for meeting the needs of people. Among other 
fields of possible future development the Federal Government is urged to study 
the feasibility of a national program of family allowances as a means of meeting 
the special economic needs of families with a number of children. 


Poticy STATEMENT OF THE NATIONAL ASSOCIATION OF SOCIAL WORKERS ON HEALTA 
THE PROBLEM 


Advancing medical science brings mankind constantly closer to the possibility 
of achieving the goal set forth in the World Health Organization charter: 
“Enjoyment of the highest attainable standard of health is one of the funda- 
mental rights of every human being without distinction of race, religion, politi- 
cal belief, or economic and sccial condition.” Good health is defined in this 
same document as a “state of complete physical, mental, and social well-being, 
and not merely the absence of disease or infirmity.” 

At the same time these very advances in medical knowledge and practice 
create new problems both for individuals and for society. For many individuals 
the problems involved in securing and paying for needed medical care present 
an insurmountable obstacle to the achievement of optimum health, while the 
organization, administration, and distribution of health services present chal- 
lenging problems for society as a whole. Moreover, the complexity of modern 
life itself tends to create or aggravate certain health problems, including those 
which involve mental or other psychogenic illness or distress. No unresolved 
problems are more costly to society than those in the field of health, whether the 
cost is measured in personal suffering or incapacity, economic loss, family 
burdens, or continuing world tension. 


THE OBJECTIVE 


Governmental health policy and programs should assure to every individual, 
whatever his age or circumstance, full access to the benefits of existing medical 
knowledge and the most rapid possible advance in the scope of that knowledge. 
Operating and research prograims alike should be directed toward (a) the pro- 
motion of positive health for all; (b) the prevention, treatment, and control of 
illness and disability; (c) the restoration of those affected by illness or dis- 
ability to a maximum of normal living; and (d) the more effective organization, 
staffing, financing, and administration of health services. All governmental and 
community health programs must be such as to promote and protect the qualita- 
tive and quantitative adequacy of personal and community health service with 
provision for continuity of care and attention to the social aspects of medical 
need. In the years immediately ahead these objectives must be pursued through 
a variety of interrelated measures, both governmental and voluntary, looking 
towar dthe achievement of a comprehensive health program which will assure 
full health care to all. 
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RECOM MENDATIONS 


’ To achieve these ends the following specific recommendations are made: 

1. National Health program.—A comprehensive national health program 
which will assure full health care to all individuals by applying the principles 
of group payment and tax support to a tota range of health measures, including 
those described in this document, should be developed. 

2. Organization of health services.—There is need at the present time for wide 
and varied experimentation in new or better adapted methods of organizing 
and paying for personal health services. These should receive governmental 
support and encouragement to the extent that public accountability for tax 
funds permit. Among such developments are the following: (a) Extension of 
the benefits of various sickness insurance plans; (b) the promotion of group 
practice-prepayment plans covering a broad range of health services; (c) new 
developments in the role of the hospital including broadened outpatient services, 
hume care, affiliated nursing homes, foster care, regional clinic services, and 
rehabilitation services; (d@) other community programs for providing health 
services on a specialized or coordinated basis; and (e) extension of principle of 
Government purchase of health services from community resources meeting 
acceptable standards. 

3. Public health structure.—All levels of government and all areas of the 
country should be served by a network of public health agencies with adequate 
authority, staff, and finacing to administer basic health programs. Provision 
should be made also for health planning on a regional and interdepartmental 
basis. 

4. Special groups.—A special measure of responsibility has been assumed by 
government for meeting the health needs of certain groups in the population. 
These include members of the Armed Forces and their dependents, veterans, 
Government employees, merchant seamen, Indians, children and expectant 
mothers, persons with communicable diseases, the mentally ill and persons re- 
covering from or threatened by mental illness, children and adults with physical 
handicaps, and persons dependent for their livelihood on~public assistance. 
Full financial support should be extended to programs for these groups and the 
principle extended, where appropriate, to other groups of special vulnerability. 
In addition the following specific recommendations are made: 

(a) Mothers and children.—Health services for mothers and children should 
include prenatal, obstretical, and postnatal care; well-child clinics; immuniza- 
tion ; remedial and other services for the physically and mentally handicapped; 
school health service; child and family guidance centers; nursing service; social 
services and preventive programs. 

(b) Older persons.—Provision should be made to assure that the medical needs 
of older people will be met, either through their inclusion in voluntary insurance 
plans, extension of the social insurance principle, or special governmental 
programs to meet particular needs. 

(c) The Armed Forces.—The program of medical care for dependents of mem- 
bers of the Armed Forces should be broadened to provide a full range of health 
services. 

(d) Noninstitutional care for the chronically ill.—Supervised noninstitutional 
care in their own or foster homes should be provided for those persons recovering 
from mental or physical illness or suffering from long-term illness not requiring 
full hospital care. 

(e) Persons financially dependent on public resources.—Public welfare agen- 
cies, in cooperation where appropriate with public health agencies, should have 
sufficient authority and financing to purchase or, in some instances, to provide 
medical care on an adequate basis for all needy persons to whom it is not other- 
wise currently available, including those otherwise self-supporting persons who 
are unable to meet the cost of necessary medical care. 

5. Standards.—The standards of medical and related health care under both 
private and governmental auspices should be maintained at the highest level 
through all appropriate measures including licensing, standard setting, and 
consultation. 

6. Coordination.—All possible measures should be undertaken to effect coordi- 
nation of health programs in order to assure complete health care to individuals 
and a well-rounded community program. Coordinating mechanisms to assure 
close working relationships among the various community agencies and especially 
between health and welfare programs are also vital to meeting health needs. 
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7. Research.—Expanding the frontier of knowledge is basic to all progress in 
the field of health. Financial aid from all levels of government should, there 
fore, be available to expand and advance health research by both public and 
voluntary agencies, including the construction of needed facilities and support 
for research workers. Such research should be directed toward still unresolved 
problems of physical and mental illness but there is particular need for intensi- 
fied research in the following areas: (a) The nature, prevention, and treatment 
of mental illness, including such specific aspects as mental retardation, alcohol- 
ism, and drug addiction; (0) chronic illness and all its ramifications; (c) the 
health aspects of aging; (d) the application and improvement of public health 
measures; (¢) the relationship of social factors to illness; (f) the economics of 
medical care, methods of measurement of adequacy of health programs. 

8. Personnel.—Serious personnel shortages among physicians, psychiatrists, 
nurses, technicians, medical and psychiatric social workers, health aids and other 
health personnel, together with the increasing cost of training such specialists, 
make governmental financial assistance for such education essential. All levels 
of government should, therefore, combine their resources to provide increased 
financial aid for the following: (@) Recruitment, (b) the expansion of educa- 
tional facilities for preparation of needed health workers, (c) increasing scholar- 
ship aid including educational leave for qualified persons in governmental service, 
(@) in-service training, and (c) increasing compensation (where presently sub- 
standard) for governmental health workers. These measures will serve to facili- 
tate recruitment and to hold qualified personnel. Barriers to the preparation of 
otherwise qualified persons which are based on race, religion, sex, or economic 
status should be eliminated. 

9. Facilities—Modern health care and research require extensive physical 
plant and equipment. Such facilities are at present inadequate numerically, 
poorly distributed geographically, not always suited to meeting the major need, 
often below desirable standards. Adequate support, including Federal financial 
aid for construction, should be provided for public and nonprofit facilities in the 
following categories: (@) General hospitals and related facilities, with special 
emphasis on the regional plan envisioned in the Hill-Burton Act; (0b) hospital 
and clinic facilities for treating mental illness, including special facilities for 
children with severe emotional disturbances; (c) facilities for long-term care 
of the chronically ill and infirm aged; (d@) resources for convalescent care; 
(e) health centers and mobile clinics; and (f) facilities for service to members of 
nonprofit group practice-prepayment plans. 





Poticy STATEMENT OF THE NATIONAL ASSOCIATION OF SocraAL WoRKERS ON 
JUVENILE DELINQUENCY 


(By delegate assembly action to be included within policy statement on 
public welfare) 


THE PROBLEM 


Society has always assumed a special measure of responsibility for its youth- 
ful members who are the carriers of the values of a democratic society. It 
recognizes that the future of society itself depends upon these young people re- 
ceiving the protective guidance and support necessary to their growth and devel- 
opment. 

Modern living conditions seem to be creating an increase in such delinquent 
behavior. This in turn challenges all agencies of society to remedy those de- 
ficiencies in the delinquent or potentially delinquent child’s association and 
environment which have distorted or impeded his development and to create 
the conditions conducive to healthy growth. Many agencies of Government are 
involved in this task, especially the public welfare department, the police, 
courts, probation services, institutions, schools, recreational, and health agen- 
cies. For this reason it is here discussed as a separate subject even though in 
many States it is regarded as an intrinsic aspect of the basic welfare services for 
children. 


THE OBJECTIVE 


Juvenile delinquency can only be remedied by a wide range of social measures, 
including the strengthening of governmental programs in the following direc- 
tions: (a) The fostering of an integrated community with strong and stable 
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values; (b) the development through cooperative planning of those public serv- 
ices and the stimulation of those voluntary services which will strengthen and 
supplement the home in meeting the growth needs of all children and thus serve 
to prevent the personality distortions reflected in delinquent behavior; (¢c) the 
development through laws and their enforcement of an adequately protective 
environment which will place reasonable bounds on the behavior of children and 
young people in their own as well as the public interest; (d) the development of 
multifaceted programs which will restore delinquent children and young people 
to the path of socially rewarding growth; and (e) the expansion of knowledge 
concerning the dynamics of the antisocial personality and the means of preventing 
or reversing its development. 
RECOM MENDATIONS 


To this end the following specific recommendations are made: 

1. Coordination.—Coordinating and planning machinery should be set up in 
the community to strengthen all efforts to prevent and remedy delinquency by 
assuring the development, improvement, and better utilization of varied provi- 
sions, both governmental and voluntary, to meet the needs of children and young 
people. Such efforts should be directed to welfare and health agencies, schools, 
churches, recreational, and youth-serving agencies, hospitals, clinics, police, and 
courts in order to assure that the potentially delinquent child will receive the 
help he needs before his personality and behavior patterns become too firmly 
fixed. Adequate provision should be made for participation by citizens, includ- 
ing young people themselves, in the coordination process. 

Public welfare agencies have an important responsibility in this area and 
should assume a leadership role in such coordination and planning to the extent 
consistent with State and local laws, experience, and practices. 

2. Experimentation in new types of preventive service—Social and health 
agencies should intensify their efforts to find new and imaginative ways to 
reach and aid the potentially antisocial child and his family, using casework, 
group work, and community organization methods in this task. The role of 
school social workers in spotting children who need help and assisting them 
in securing such help should be emphasized. All community forces should be 
rallied to help children on a neighborhood and other group basis. 

3. Law enforcement.—Police departments should have sufficient personnel 
including trained youth officers and trained policewomen, and all police officers 
should have special training in helping young people keep within the limits of 
the law. Concerted efforts should be made to develop effective relationships 
we social agencies, the courts, and the schools. 

4. Jutenile courts.—Juvenile courts should exemplify a concept of individual 
treatment and rehabilitation for those children and youth whose behavior has 
brought them into actual conflict with the law. Such courts should be headed 
by qualified judges who should (a) have available to them the services of pro- 
fessional social workers in performing the functions of intake, investigation, 
and treatment and (0b) have access to medical, psychiatric, and psychological 
services for diagnostic and treatment purposes. Special detention facilities 
should be provided for children who require such temporary care. The proce- 
dures and decisions of the court should be directed at all times to aiding the 
child and his family. The maximum age of juvenile court jurisdiction in any 
particular State should be subject to careful scrutiny and the possibility of 
youthful offender treatment for young people over the maximum juvenile court 
age carefully considered. 

5. Preatment of juvenile delinquents.—The treatment facilities for juvenile 
delinquents, both for those who remain in their own homes and those who 
require a substitute environment, should be strengthened in all ways with 
more emphasis on individual needs and treatment. State training schools 
should be adequately staffed and financed to provide a full range of social, 
health, psychiatric, and educational services to those children committed to 
their care. There is particular need for expansion of and experimentation with 
imaginative programs for foster-home placement, group residences, work camps, 
residential treatment for the emotionally disturbed young delinquent, and 
extensive supportive and therapeutic help for children living in their own homes. 

6. Financing.—There is need for adequate financial aid from all levels of 
government and voluntary sources to strengthen all constructive measures to 
deal with juvenile delinquencey, to train the personnel needed to man such pro- 
grams, to encourage research and demonstration projects. 
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7. Reporting.—An adequate system of gathering, classifying, and interpreting 
verifiable social data concerning the incidence and trends in juvenile delinquency 
should be developed on a nationwide basis. 


8. Research.—Research into the causes of delinquency and effective methods 
of prevention and treatment shoyld be expanded. 


Poticy STATEMENT OF THE NATIONAL ASSOCIATION OF SOCIAL WORKERS ON 
REHABILITATION 


THE PROBLEM 


Some disabilities and impairments cannot, in the present state of man’s knowl- 
edge, be wholly prevented, remedied, or eliminated, and must, therefore, be lived 
with. It is possible, however, to assist the handicapped individual in achieving 
a maximum of independent functioning in terms of self-care, productive work, 
recreational activity and social relationships through a program of coordinated 
rehabilitation services which help the individual, in terms of his own needs and 
life situation, develop and use his actual capacities to best advantage. Re- 
habilitation comprises those medical, psychosocial, educational, and vocational 
services to, or in behalf of, an individual with a physical or mental impair- 
ment that will enable him to realize his physical, mental, social, and vocational 
potential. Rehabilitation services constitute an important social investment not 
only in terms of individual welfare, happiness, and social contribution, but also 
in terms of reducing the cost to society of lifelong invalidism and dependency. 


THE OBJECTIVE 


Every handicapped individual is entitled to receive such rehabilitation services 
as will permit him to achieve his maximum level of functioning, and the com- 


bined facilities of all governmental and voluntary rehabilitation programs should 
be adequate to make this possible. 


RECOM MENDATIONS 


The following recommendations are made to this end: 

1. Program.—Governmental and voluntary programs of rehabilitation, both in 
terms of special programs of vocational rehabilitation and those rehabilitation 
services,furnished as an aspect of broader health and welfare programs, should 
be strengthened, expanded, and coordinated in order to provide adequate services 
to all those who can benefit from them. Legislative authority, both Federal 
and State, should be clearly adequate to make this possible, and loca] rehabili- 
tation programs should be established where needed. 

2. Scope of services—Rehabilitation programs should make available to dis- 
abled persons, on the basis of individual need, a wide range of services includ- 
ing (a) comprehensive medical, psychosocial, and vocational diagnosis and 
evaluation; (b) physical restoration, including medical, surgical, psychiatric, 
and hospital services, medically related services, and prosthetic or assistive 
devices; (c) social services in relation to physical, vocational, psychological, 
emotional, and social problems; and (d) vocational guidance, training, and em- 
ployment placement, and evaluation. Adequate provisions for meeting basic 
income needs are essential to effective rehabilitation. 

3. Financing.—Adequate governmental funds should be made available to sup- 
port a full range of services of adequate standards in all parts of the country, and 
financing should be appropriately shared by the Federal, State and local govern- 
ments in terms of their relative fiscal capacity and ability to utilize funds ade- 

uately. 

: 4. Rehabilitation facilities —Construction of physical facilities for rehabilita- 
tion programs in general hospitals, chronic disease hospitals, rehabilitation 
centers, sheltered workshops, and other specialized facilities should receive gov- 
ernmental support. In assessing the need for additional facilities and planning 
for construction, there should be the broadest community participation and co- 
ordination of facilities on a State or regional basis. 

5. Personnel.—Basic to the provision of effective rehabilitation services is an 
adequate supply of competent personnel. Serious shortages exist in all the 


professional fields concerned with rehabilitation, such as medicine, nursing, 
social work, vocational counseling, physical therapy, occupational therapy, speech 
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and hearing therapy. Public funds should be expended for the expansion of 
training facilities and strengthening of training programs in educational insti- 
tutions, scholarship assistance to students, and the development of in-service 
training programs. Public agencies should establish rates of compensation com- 
mensurate with the level of professional responsibilities, and should provide for 
educational leave and other staff-development measures. 

6. Research.—Research on the problems affecting rehabilitation and the best 
methods of solving them should receive support from all levels of government 
and research fellowships should be provided to increase the supply of qualified 
research personnel. 

7. Employment.—Employment opportunities should be available to all per- 
sons in accordance with their capacities without arbitrary disqualification re- 
lated to handicap. Where necessary, employment opportunities for handicapped 
persons should be encouraged through special educational efforts, training, dem- 
onstration and selective placement projects, and through sheltered workshops 
for those not ready or able to compete in the open labor market. 

8. Coordination.—To insure continuity and completion of rehabilitation efforts 
and to prevent duplication, there is need for the closest coordination at all gov- 
ernmental levels of all agencies and groups serving the handicapped, both with 
respect to program planning and individual referrals. Arrangements should be 
worked out to assure the availability of rehabilitation services to disabled per- 
sons receiving public assistance or benefits under workmen’s compensation, 
union or employer disability plans, veterans’ programs, or public disability insur- 
ance programs. There should also be coordinated planning with respect to 
measures designed to prevent disability, especially through accidents, and meas- 
ures directed toward early diagnosis. 

The Cuarrman. Are there any questions? 

If not, we thank you again. 

Our next witness is Mr. Rudolph T. Danstedt. 

Mr. Danstedt, will you please identify yourself by giving us your 
name, address, and the capacity in which you appear ¢ 


STATEMENT OF RUDOLPH T. DANSTEDT, DIRECTOR, WASHINGTON 
BRANCH OFFICE, NATIONAL ASSOCIATION OF SOCIAL WORKERS 


Mr. Dansrepr. Rudolph T. Danstedt, and I am director of the 
Washington branch office of the National Association of Social Work- 
ers, which is located on Connecticut Avenue. Our headquarters are 
in New York City. 

The Carman. You are recognized, sir. 

Mr. Dansrepr. The testimony developed by Dr. Burns for our 
association and which is made part of this record, can be organized in 
three parts. We believe in strengthening our social-insurance pro- 
gram, abolishing discriminatory treatment of children in our public- 
assistance programs, and expansion of preventive and constructive 
social services. 

I think, if one examines the testimony prepared, one will note that 
the weight of it is over on title 1I of the Social Security Act because 
we believe that the best way to meet the needs of the aged, the chil- 
dren, the women with survivors, and so forth, is through title II of 
the Social Security Act. 

First, we believe that benefits under title IT should be increased by 
10 percent. Since the last changes were made in the benefits for- 
nats in 1954, the cost of living has increased by about 8 percent while 
the average earnings have increased by about 12 percent. The result 
is in part that more and more beneficiaries are forced to seek sup- 
plementation from public assistance, thus destroying what our people 
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regard as the main advantage of social insurance, namely, the pos- 
sibility of having nothing to do with means tests procedures. 

As part of my remarks there is an attachment which contains six 
case illustrations which I would like to have included as part of this 
statement by me. 

Cases No. 1 and No. 2 illustrate instances in which people had to 
turn to old-age assistance benefits because of the inadequacies of old- 
age insurance benefits. We place this proposal for a 10 percent in- 
crease in benefits first because we are convinced that a modest and 
immediate increase in monthly benefits is an urgent necessity and al- 
ready overdue. To finance this cost we would suggest an appropriate 
increase in the taxable wage base from the present $4,200. 

Secondly, we hold that benefits for dependents should be provided 
for disability insurance beneficiaries. The failure to provide depend- 
ents’ benefits for this category of beneficiaries makes no sense if the 
object of the Congress was what we believe it to have been, namely, 
to make it possible for totally disabled persons to enjoy a modest live- 
lihood without recourse to public assistance. Available evidence indi- 
cates this cost could be met without any increase in the rate of tax. 
And we have a couple of case illustrations again of persons who had 
to resort to public assistance because there were no payments for their 
dependents. 

Third, we believe that the 50-year-age limit should be removed as 
an eligibility condition for disability insurance. We believe that 
the Bureau of Old Age and Survivors and Disability Insurance has 
taken steps over the last couple of years to handle the difficulties 
involved in administering disability insurance, and these can no 
longer be cited as reasons for not doing something about the 50-year- 
age limit. The need of the family of the man disabled at 35 or 45 
is no different from that of the man disabled at 50 upward. Indeed, it 
is greater, for the younger man has to eke out an inadequate existence 
for more years before becoming eligible for old age benefits. 

Fourth, we would like to suggest that consideration be given to 
paying for the cost of disability services from the disability trust 
fund. We hold in connection with this that we are not realistically 
going to approach the rehabilitation needs of the handicapped, par- 
ticularly older persons, until it is recognized that it would be a profit- 
able investment for the disability fund to assure that the costs of 
rehabilitation to persons who seek disability insurance will be paid. 
In this connection we would endorse the proposals contained in H. R. 
8883, introduced by Congressman Kean of this committee. 

Finally, with respect to title II of the Social Security Act, we en- 
dorse proposals contained in the Forand bill, H. R. 9467, for payment 
of hospitalization, nursing home, and surgical expenses for individ- 
uals entitled to OASDI benefits. We think there is a particularly 
strong case for the payment of such expenses for the retired aged and 
believe that this program could be financed by an increase of one-half 
of 1 percent on payroll taxes. 

The costs of medical care to the aged is increasingly becoming our 
major national social problem. It is the cause of a large es of the 
supplementation of OASIS benefits and the rising costs of publié as- 
sistance despite the declining numbers of old-age assistance recipients. 
Tt will become increasingly important with the growth in numbers of 
the aged. 
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The problem is not whether or not these costs are to be met. They 
are, in fact, being met today by individuals from their savings, thus 
merely accelerating the date by which they have to seek public sup- 

ort for their normal needs, or by public welfare agencies whose 
budgets for this purpose are continually increasing, or by hospitals 
and private agencies whose deficits are continually growing. The 
question the Nation faces is merely the question of the best way to 
meet these costs. We believe that for the long run the most rational 
method is by way of insurance, and that the most feasible method of 
making sure that everyone shall be insured is to utilize the machinery 
of compulsory premium payment through OASI. 

To extend our insurance protection in this way would remove a 
great specter of fear and uncertainty from our older citizens; it would 
ease the financial burdens of our State and local public welfare systems 
and from our private hospitals and welfare agencies, and it would 
greatly relieve the pressure on the Federal Government for financial 
assistance to the public assistance authorities. 

We have indicated our earlier conviction that we would like to see 
maximum protection to our aged, handicapped, sick, and dependent 
children extended through extension and improvement in the OASDI 
program so that recourse to public assistance shall be necessary only in 
emergency and very special situations. 

Then we have a comment in the field of public assistance, and I 
would like to address that primarily to title IV: Grants to the States 
for Aid to Dependent Children, where we feel that the legislation has 
been unfair to children in particular. We consider the levels of pay- 
ment inadequate, and would hold that it makes no sense to provide $60 
to support the aged, blind, or disabled adult, and only $32 to support a 
mother who is responsible for the care of young children. 

We believe further that this title ought to be amended to provide 
aid to any needy child regardless of the cause of need, thus making it 
possible, for example, to provide support to children of an unemployed 
father. 

On several occasions in the past our association has expressed our 
conviction before the Ways and Means Committee that the Forand 
comprehensive public welfare bill, H. R. 7831, represents the most 
desirable approach to the organization of public assistance and public 
welfare services. ‘This bill makes it possible for States to develop a 
single, unified public assistance program providing needed cash in- 
come and servives to families and individuals solely on the basis of need 
and regardless of sex, physical condition, family relationship, age, or 
state of residence. 

We would like to stress again that we hope that serious consideration 
will be given to amending title TV to make any needy child eligible 
for ADC regardless of the reason for dependency. 

Finally, we have a section on constructive social services, where we 
would like to point out that we were all glad when in 1956 the Con- 
gress established authorization for cooperative research in welfare 
and social security and for the training of cooperative welfare person- 
nel. We regret, however, that no appropriations have been made for 
either of ‘these two authorizations and for the 1959 fiscal year no re- 
quest for funds was made by the administration. 
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We would like to urge that the section on child welfare under title 
V of the Social Security Act—Grants to the States for Maternal and 
Child Welfare—be amended to permit the use of child-welfare funds 
in all cases of need including metropolitan areas, and that the author- 
ization for such child-welfare services be increased from the present 
$12 million to $25 million. We were pleased to note that the Senate 
in this session has recommended appropriations up to the full author- 
ization of $12 million. 

Enlarging the application of these child-welfare funds to metro- 
politan areas as well as rural areas under this suggested $25 million 
authorization should make it possible to provide services for the 
prevention and control of juvenile delinquency. Should there be any 
question about whether these funds could be used for the prevention 
and control of juvenile delinquency, we would hope that this section 
of title V would be appropriately amended. 

I have appreciated this opportunity to appear before you. 

(The case illustrations previously referred to follow :) 


CASE ILLUSTRATIONS OF INADEQUACIES IN TITLE II—OLp-AGE, SURVIVORS’ AND 
DISABILITY INSURANCE BENEFITS 


In the following case illustrations, descriptions of the individuals and fam- 
ilies involved have been altered slightly to protect the identitfy of the persons 
involved, but the facts as to living conditions, health, and income are as reported. 


OLD-AGE INSURANCE 


A possible desirable standard for retirement income is that old-age insurance 
plus pension from an employment source should equal about 50 percent of the 
person’s annual earnings before retirement. This amount, it can be argued, 
should not drop below the city workers budget (Bureau of Labor Statistics) and 
for an elderly retired person or couple. 

In only 1 of the following 3 cases—and in that the cost of illness wiped out all 
assets—does the income of the retired person come up to the minimum repre- 
sented by the city workers budget. 


Case No. 1—Insufficient old-age insurance benefits (OASDI) requires old- 
age assistance supplementation 

Mr. A., a widower, who is living with his daughter, receives old-age insurance 
in the amount of $41.30 monthly. His minimum needs by public-assistance 
standards have been estimated at $63.42, so he receives a supplementary grant 
of $22.12 from the public-assistance program. Only the fact that he lives with 
his daughter and fortunately has not been ill makes it possible for him to man- 
age on $63.42 per month. 

City workers monthly budget for elderly man—$128 per month. 


Case No. 2—Insufficient old-age insurance benefits (OASDI) requires public 
assistance supplementation 

Mrs. B., an elderly widow, receives monthly old-age insurance benefits of 
$45.10. Since she is not well and requires a certain amount of medical care, 
she seeks to supplement this income by renting out a room in her apartment 
and also obtains a monthly grant of $16.65 from old-age assistance—a total 
monthly cash income of $61.75 in addition to the room rental. It has been 
necessary for a private agency to provide funds for her to retain an essential 
telephone, supply carfare for clinic visits, and occasional recreational activities. 
Thus, in this instance, two governmental agencies and a private agency have to 
be called upon to assure Mrs. B. a minimum budget. 

City workers monthly budget for elderly woman—$117 per month. 

It should be noted that prior to ‘Mr. B.’s death, he and his wife maintained 
themselves independently for many years, but the husband’s long-extended 
illness consumed all their savings prior to his death. 
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Case No. 3—Illness destroys well-planned retirement program 

Mrs. D. is a widow in her middle sixties. Her retirement program including 
OASDI provides her with a monthly income of $186. Since she had purchased a 
cooperative apartment with a modest rent, normally she would have been 
reasonably well provided for. 

However, extensive illness, now determined to be cancer, brought about large 
medical and hospital bills which occasioned borrowing on life insurance and 
from a loan company. She is not eligible for public assistance because of 
several minor resources including the investment in the cooperative apartment. 
A private agency is now giving assistance from limited resources. 

City workers monthly budget for elderly woman—$117 per month. 


SURVIVORS’ INSURANCE 


In the three cases cited under survivorship and disability insurance, it can 
be argued that since the early possibility of an employed adult in the family is 
far removed the minimum standard represented by the city workers budget is 
both reasonable and necessary for maintenance of family health and welfare. 
Even if a conservative approach is taken such as a benefit level equal to 50 per- 
cent of the city workers budget (the standard proposed in various bills for the 
percent of wage loss to be paid by unemployment compensation benefits), none of 
these cases even with the supplementation from public assistance and other 
sources reach the minimum level. 


Case No. 4—Survivors benefits inadequate—complications of ill health 

Mrs. C. is a widow with two younger teen-age children. She receives sur- 
vivors benefits of $101 monthly plus additional miscellaneous incoie, totaling 
$135 per month. Mrs. C.’s medical expenses have been estimated as averaging 
in the order of $45 monthly. 

While the family lives at a low rent because of the fact that they own their 
home, which is badly in need of repair, the inadequate income and health factors 
have brought about acute problems of family disorganization and extensive 
friction among members of the family. The family is also being assisted by a 
private agency. 

City workers monthly budget—$310 per month : 50 percent = $155. 


DISABILITY INSURANCE 


Case No. 5—Disability benefits inadequate—public assistance required to supple- 
ment 

This is a case of an older man and his middle-aged wife and three relatively 
young children. The man, who is permanently disabled, receives $78 per month 
disability benefits. Because the disability insurance program does not provide 
for dependents, a public agency is providing aid to dependent children benefits to 
the children. Total income about $165 a month. 

City workers’ monthly budget—$436 per month: 50 percent=$218. 


Case No. 6—Disability benefits inadequate—public agency supplements 


In this particular case of a man, wife, and small child, the man is receiving 
monthly disability insurance benefits of $77.90. Estimates of the family’s 
monthly needs by public assistance standards are $119.87. Because the disability 
insurance program does not provide for dependents, a public agency is supple 
menting the family income with $14.47 from ADC funds, and $27.50 from aid to 
the totally and permanently disabled funds. In this instance the family has to 
rely on 2 public resources and 2 of the categories within the public-assistance 
program. 


City workers’ monthly budget—$310 per month: 50 percent=$155. 

The Cuarrman. We thank you, sir, for bringing to us the additional 
views of the National Association of Social Workers. Thank you, sir, 
very much. 

Mr. Danstept. Thank you. 

The CuarrMan. Are there any questions? 

Our next witness is Mr. Vernon Herndon. 

Mr. Herndon, will you give us your name, address, and the capacity 
in which you appear ? 
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STATEMENT OF VERNON HERNDON, GENERAL MANAGER, THE 
PALMER HOUSE, CHICAGO, ILL, AND MEMBER OF GOVERN- 
MENTAL AFFAIRS COMMITTEE, AMERICAN HOTEL ASSOCIATION; 
ACCOMPANIED BY M. 0. RYAN, MANAGER, WASHINGTON OFFICE, 
AMERICAN HOTEL ASSOCIATION; AND DONALD MONTGOMERY, 
ASSOCIATE MANAGER, WASHINGTON OFFICE, AMERICAN HOTEL 
ASSOCIATION 


Mr. Hernpvon. I am Vernon Herndon, general manager of the 
Palmer House, and a member of the governmental affairs committee of 
the American Hotel Association. 

With me are Mr. Ryan and Mr. Montgomery of our Washington 
office. 

The Cuarrman. You are recognized, sir. 

Mr. Hernpon. Mr. Chairman and gentlemen of the Ways and 
Means Committee, I am Vernon Herndon, general manager of the 
Palmer House, Chicago, and a member of the governmental affairs 
committee of the American Hotel Association. It is a pleasure to 
appear before your committee once again. You have always accorded 
our spokesmen full and adequate hearings, and we have been grateful 
for the interest you have manifested in our problems. 

Permit me to observe that we miss the presence this morning of our 
longtime friend Tom Jenkins, who we understand continues quite ill. 
He is an intimate friend of some of our hotel leaders, and, as we have 
talked frequently with him over the years, we know how highly he 
valued his membership on this important committee. Some of us 
will share with you the disappointment over his retirement. 

Let me confess in advance that we certainly do not pretend to have 
read the 400 or more bills pending before your committee having to 
do with proposed changes in the Social Security Act. We have tried 
to study carefully H. R. 9467 introduced by your illustrious member, 
Mr. Forand. 

I think it is indeed a noble gesture to try to find ways, step by step, 
by which the vicissitudes of life can be more adequately met for older 
persons or for widows and orphans. At the same time I am very 
sure that your committee is fully cognizant of the fears that persist 
in the business community that excessive liberalization of the provi- 
sions of this act might well impair the solvency of the reserve funds. 

Surely the 65 million persons who have a stake in existing reserves 
must not be unduly penalized in an effort to be overgenerous with 
a selected group of workers. 

Let me emphasize the fact that the hotel industry is not averse to 
seeking methods by which hospitalization and surgical insurance can 
be provided for employees. As a matter of fact, our industry has 
long had this type of coverage for its workers in many areas. In one 
large city the hotel industry has its own medical center, and the em- 
ployees and their entire families are provided Blue Cross hospital 
benefits without cost as one of the fringe issues of their employment. 
Generally over the country it is becoming more and more common for 
hotels to grant this type of benefit to their employees. More and more 
hotels are also providing disability insurance for hotel workers to 
help them through some period of incapacity, growing out of illness 
or accidental injury. 
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I am sure that other major industries are equally alert to the needs 
of their employees. So it is undoubtedly true that, to a degree, the 
Nation is moving gradually toward this type of coverage as an ele- 
ment of wage. ‘To the extent that this would be true, it would mean 
less need to incorporate such provisions into the Social Security Act. 

] presume that some careful studies have already been made to as- 
certain the drain upon social security reserves which might result 
from this type of coverage. I think it should be determined beyond 
the shadow of a doubt that the creation of this type of benefits would 
not unduly impair the actuarial soundness of the entire OASI pro- 
gram. Also, I think it should be ascertained that present benefits are 
inadequate and need to be supplemented before we should risk the 
broadened coverage in this nebulous field. 

Frankly, we are impressed by the views of the medical profession 
which believes strongly that this is not the way to help the worker and 
his family achieve protection against unexpected disability growing 
out of illness or scctdiantal injury. 

Our accountants have attempted to evaluate the impact upon the 
hotel industry from increases in the social security tax. Just for your 
interest, may I report that they find that hotel employers experience 
a boost of between $4 million and $5 million in payroll costs annually 
for each one-half of 1 percent that the tax is increased. Of course, 
each time the base is raised, this figure goes up substantially. 

We have understood that the Advisory Council on Social Security 
Financing is currently engaged in a thoroughgoing study of the finan- 
cial condition of this program as regards present and future claims. 
We understand further that the report of this council is expected to 
be made available to the Ways and Means Committee before the end 
of this calendar year. If this is true, we respectfully suggest that 
there might be good reason for delaying any liberalization of the 
OASIT program at this juncture. 

Inasmuch as these hearings are running, however, let me call your 
attention to a special problem which service industries experience. 
It is tied in irrevocably with the employment taxes. So we hope you 
will feel that it is germane to these hearings. I refer to the tip 
income of waiters, waitresses, bellmen, and others who perform per- 
sonal services under a hotel roof. Of course, to a greater or lesser 
extent, other service employees, such as taxidrivers, railroad porters, 
barbers, beauty-shop operators, shoeshine boys, et cetera, probably 
come under the same category. 

We realize full well, gentlemen of the committee, that this whole 
subject of tips or gratuities is a constant irritation to the general 
public. And yet every effort that has been made in our industry 
to abandon the practice of tipping has met with complete failure. 
There are instances in the field of hotels, restaurants, and even rail- 
road dining-car services where tips have been specifically prohibited. 
One of the hotels that made a genuine attempt in this direction is 
located right here in the Nation’s Capital. The wages of the em- 
ployees were advanced accordingly to compensate for the loss of this 
tip income. But guests or patrons, in an attempt to secure more 
prompt service or to gain more special attention, surreptitiously ten- 
dered tips to the help.* Ultimately the whole program broke down. 
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Frankly, we have been unable to find a way of whipping this tip 
problem. So it appears that until a better device is discovered the 
industry will have to continue to live with the practice. 

Spokesmen for organized labor have long opposed the idea that 
gratuities should be subject to withholding tax. They realize that 
it would be physically impossible for us to be held accountable for 
employment taxes generally, since tip income largely represents funds 
which are never in the employer’s hands. 

The Internal Revenue Service has long struggled with the question 
as to whether tip income should be regarded as wage for employment- 
tax purposes. Until this year they have generally excluded as wage 
tip income where the employer is concerned. Of course, they have 
contended that a recipient of gratuities has an obligation to report 
that income and to pay tax thereon for income-tax purposes. 

Just recently, however, it has been argued that, under certain cir- 
cumstances, gratuities received by service employees are subject to 
employment taxes. We honestly feel that this imposes an impossible 
situation upon management. How can an employer possibly treat 
some tip income as wages while exempting other tip income? 

Actually, in many hotels which are unionized the hotel pays over 
to the unions the total receipts from gratuities presented during 
luncheons, banquets, receptions, et cetera. The union is thereafter 
responsible for distribution of the funds to the individual banquet 
waiters and other service employees. The employer has no way of 
knowing the share of the total which each employee receives from the 
union and, therefore, could not withhold the proper amount of income 
tax. 

Let me tell you briefly how tips are sometimes distributed in our 
industry. 

In an ordinary dining room a waiter collects the tip from the table. 
Often, by agreement or custom, he then gives a share to the captain 
because the captain has given him some special consideration in seating 
guests at the table served by the waiter who received the tip. He may 
also pay a share to the busboy so that the busboy will give special 
attention to the table in keeping the water glasses filled with ice and 
water and in removing the dishes quickly so that the waiter can serve 
more parties at his assigned tables during the course of a day. Also, 
the waiter might give a share of his tip to the cook and other kitchen 
help with the expectation that they will give him quicker service. In 
other words, the waiter distributes the tips to a large number of other 
persons who help him to serve more quickly and thereby produce a 
greater income from tips. 

Banquet tips are frequently distributed in exactly the same manner. 
The hotel does not know exactly how it is handled in each case, but those 
concerned usually designate a particular employee to receive the tip 
from a banquet. He then pays over a specified amount to the head- 
waiter, to each of the other waiters, the busboys, the kitchen help, and 
to all other persons who participated in making the function a success. 
Probably the captain receives the largest share, waiters probably get 
slightly less, on down to busboys cot kitchen helpers. The amount 
that each is to receive is agreed upon among the people who partici- 
pated, or is governed by custom, but the hotel has no way of knowing 
what amount each receives. 
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The situation is complicated even further by the fact that the per- 
centage amounts vary from time to time and from function to function. 
Because of the very nature of the operation you can see that it would 
be impossible for a hotel to withhold a proper amount of income tax 
from each person who was to receive some share of the total tip. 

Supposing we were obliged to live under such arule. Let me recite 
one of the many problems which would arise in a hotel. 

Whenever a large banquet is being served most hotels are obliged to 
hire casual waiters, men who may work elsewhere during the day and 
who accept such special employment only now and then. Immediately 
after a banquet these sonpt> are paid, and the hotel may not see them 
again for a month or two until another large dinner is scheduled. 

If a hotel were obliged to make a deduction from the cash wage of 
each such employee for social security or withholding tax purposes, 
based on the gratuity which the guest turned over to the hotel, an 
extremely difficult situation would occur. I can visualize a hundred 
special banquet waiters, busboys, kitchen help, and others standing in 
line through a long night before a pay window while a hotel auditor 
computes the pro rata share of each in the total tip, and then prepares 
a statement thereof to the paymaster, subtracts the employee’s 214-per- 
cent social-security tax, and remits to each of them his net take-home 
pay. Sucha performance would take hours and hours. 

This whole procedure is further complicated by the fact that the 
hotel cannot be certain of the exact amount of the tip until after the 
function is completed. Banquets and other large functions are 
handled in a hotel much in the same way as an ordinary meal for a 
small party of 3 or 4 persons. When a meal is completed the guest 
signs the donk and he adds an amount as a tip for the waiter. The 
waiter then takes the bill to the cashier, who immediately pays him in 
cash for the amount of tip that is signed on the check. The guest is 
then billed for the total amount, including the cost of the meal and the 
tip. 

At a banquet the guest also signs the tip on the bill after the function 
is over. <A guest is told in advance how much each meal will cost. So 
the total amount of the check depends upon the exact number of 
people who are served at the affair. However, the number cannot be 
determined precisely until after the affair is over. In most cases the 
tip is a percentage amount of the total check. Therefore, the amount 
of the tip cannot be known in dollars and cents until the total amount 
of the bill is known. When the function is over, a bill for the banquet 
is presented to the person who arranged it, and he signs for the total 
number of meals served, and he adds in a dollar amount for the 
gratuity, usually based upon a percentage of the total bill. However, 
he oftentimes increases the amount of the tip if service has been par- 
ticularly good at the function, or if service has been disappointing to 
him he reduces the amount of the tip. In the same manner as at an 
individual dinner, the cashier pays over the total amount of the tip 
that appears on the bill to some person designated by the employees, 
and this person divides the total tip among the various employees. 

Of course, this practice varies from one hotel to another, and from 
one city toanother. But the point is that there is no way that the hotel 
can know prior to the function how much each employee is to receive 
of the total tip, and, therefore, they cannot prepare pay statements, 
including withholding and employment taxes on each employee. 
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Likewise, a difficult situation would be noted in resort and seasonal 
hotels which have a very fast turnover of employees. This type of 
establishment engages many young people, schoolteachers, or even 
housewives during the summer months when the resort is operating. 
Many of these folks never work as long as 3 months at a time. But 
here again I can visualize a person‘ who left the hotel’s employ, after 
only a brief period of work, subsequently sending to the hotel a state- 
ment of his tip income during the period of his employment. He 
would have no wages coming from which the hotel could make a 
deduction, but there would be a liability against the hotel for paying 
employment taxes upon such income. 

To meet this situation, gentlemen, we would like to suggest that 
your committee consider amending H. R. 9467 to exempt from em- 
ployment taxes those sums which are received in the form of tips or 
aoe by service employees generally. This language appears in 

{. R. 13118, introduced by Representative Reed, and referred to your 
committee. 

There is one other possible way in which this situation could be 
resolved. Your committee could amend the Social Security Act, 
permitting any service employee to qualify to the extent of his tip 
income as a self-employed person, and to pay the tax for social security 
purposes. This could be done by amending the first sentence of sec- 
tion 1402 (b) of the Internal Revenue Code, relating to tax on self- 
employment income, to read as follows: 

(b) SELF-EMPLOYMENT INCOME.—The term “self-employment income” means 


the net earnings from self-employment derived by an individual (other than a 
nonresident alien individual) during any taxable year— 


This is the part to be added— 


and tips and gratuities received by an employee directly or indirectly from the 
customer of the employer ; except that such term shall! not include— 
The remainder of subsection (b) would be unchanged. 

The only objection that we have ever heard raised to such a proposal 
was advanced by Charles I. Schottland, Commissioner of the Social 
Security Administration, in a letter to Senator Lehman concerning an 
amendment to H. R. 7225 of the 84th Congress. Mr. Schottland 
stated : 


A basic flaw in any proposal for voluntary reporting by specific groups of 
employees is that the individual would have an incentive to report such amounts, 
and at such times, as would give him “the most for his money” in terms of 
benefits. Conversely, once he came on the benefit rolls, he would have an in- 
centive to minimize the amount of tips reported, in order to escape the retire- 
ment test. 

Mr. Schottland’s objection is not valid because social security tax 
from self-employment income is reported on the same return as income 
tax. The employee would not inflate the amount of his income to 
get “the most for his money” out of social security since it would 
mean that he would have to pay substantially more on his Federal 
income taxes. In other words, he could not report one amount for 
social security purposes and a different amount for income tax pur- 
poses. Just a change of two or three words in the statute would 
permit employees to include tips as self-employment income for social 
security purposes. 
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Thank you, Mr. Chairman and gentlemen of the committee, for the 
opportunity of visiting with you briefly once again. Thank you, Mr. 
Mills. It isa pleasure to be here. 

The Cuairman. We thank you, sir, for bringing to us the views 
of the American Hotel Association on this matter of tips. 

Mr. Hernvon. Thank you, sir. 

We regret to see our long, good friend Mr. Jenkins not here. We 
know that we share with you regret of his retirement and his illness. 

The CHarrMAn. Certainly we miss him. 

Are there any questions ot Mr. Herndon ? 

If not, this concludes the calendar for today. 

(The following material was filed with the committee :) 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., June 27, 1958. 
Hon. WiLsur D. MILLs, 
Chairman of the Ways and Means Committee, 
House of Representatives. 


DEAR COLLEAGUE: I am enclosing a copy of a letter which I received from Mr. 
Fred D. Waldeck, of Baltimore, Md., urging support of the bill by Representative 
Forand, H. R. 9467, which speaks for itself. 

May we have Mr. Waldeck’s letter made a part of the official hearings of the 
committee on this matter. 

With kind regards, 

Sincerely yours, 
JAMES P. S. DEVEREUX, 
Member of Congress. 


Hon. JAMES P. S. DEVEREUX, 
House of Representatives Office Building, 
Washington, D.C. 


My Dear Mr. Devereux: It appears that the House will be acting on some 
social-security legislation before Cougress adjourns this summer, therefore, 1 am 
taking this means and opportunity tu urge you to urge the members of the Huuse 
Ways and Means Committee to report favorably on the Forand bill (H. R. 9467) 
and that you support the Furand bill on the floor of the House. 

One of the basic principles of the OASI has been to relate benefit amounts to 
past earnings so as to reward the greater output, foster individual incentives, 
and permit the beneficiaries to continue to live at levels approximating those at 
which they are accustomed. The Fourand bill would reapply this principle. 

The Forand bill faces up some of the needs of insured aged persons and their 
dependents and of the survivors of deceased insured persons, such as, insurance 
protection against the cost of hospitalization, subsequent skilled nursing home 
eare, and surgical services. Also, it provides that maximum old-age benefits be 
substantially increased. This is necessary in view of the fact that the cost-of- 
living index has risen 8.8 percent since OASI benefits were last increased in 
September 1954. 

May I again urge you to urge each of the gentlemen on the committee to support 
the Forand bill, and that you support the bill on the floor of the House. 

Sincerely yours, 
FreD D. WALDECK. 

BALTIMORE, Mb. 


NATIONAL LICENSED BEVERAGE ASSOCIATION, 
Washington, D. C., June 30, 1958. 
Re proposed amendments to the Social Security Act. 
Hon. WILBUR D. MILLs, 
Chairman, Committee on Ways and Means, House of Representatives, 
House Office Building, Washington, D. C. 
Dear Mr. Mitts: The National Licensed Beverage Association is a national 
trade association of proprietors of restaurants, taverns, and bar-cafes located 
in 28 States and the District of Columbia. Among our members are many who 
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offer to the publie facilities for banquets, meetings and parties, the billing for 
which often includes a set amount or percentage portion as tips or gratuity to 
the service personnel of the establishment. In order not to burden the com- 
mittee with a repetition of information already in the record, it can be said 
that the factual situation concerning tips is the same for our members as it is 
for operators of hotels, as was so well explained to the committee by the witness 
for the American Hotel Association at the hearings on Friday, June 27. 

By this letter, the National Licensed Beverage Association wishes to express 
its concurrence with the statement presented to the committee by the American 
Hotel Association and to join with them in asking that the pertinent language 
contained in H. R. 13118 exempting from employment taxes those sums which 
are received in the form of tips or gratuities by service employees be included 
in any bill reported by the committee. 

On the occasions in which this problem confronts our members, the service 
employees used are practically all only part-time or occasional employees. The 
proper administration of the collection, contribution, and payment of the employ- 
ment taxes is therefore practicably impossible. 

The business of providing food and beverages for parties, banquets, and meet- 
ings is already burdened with an ever-increasing amount of competition from 
the tax-exempt private clubs, veterans’ organizations, and fraternal orders. To 
add to our problems, this administrative burden of employment tax account- 
ability where tips are concerned will actually deny to many small operators the 
use of their banquet facilities because they do not have adequate staff to handle 
the extra burden. 

If possible, it would be appreciated if this letter could be included in the 
record of the hearings being concluded today. 

Very truly yours, 
RALPH E. Curtiss. 


STATEMENT BY ILLINOIS MANUFACTURERS’ ASSOCIATION 


The Illinois Manufacturers’ Association embraces in its membership approxi- 
mately 5,000 manufacturing firms in Illinois, large, small, and medium sized which 
are engaged in a wide variety of production activities. The Illinois Manufac- 
turers’ Association is the largest industrial organization of its kind in the United 
States. Our members have a very direct interest in the subject of these hearings, 
and we are grateful for the opportunity to present our views to your committee. 

We have carefully considered many of the bills which are pending to amend 
title II of the Social Security Act (the old-age, survivors and disability insurance 
system), and titles III and IX (unemployment compensation). We are concerned 
with the effects which these bills may have on both employers and employees. 

We do not feel it appropriate to comment on all of the bills now under con- 
sideration by this committee. Instead, we would like to discuss the proposed 
amendments to the Social Security Act in 1958 from a point of view of the 
general types of changes which are under consideration. 


TITLE II—OLD-AGE, SURVIVORS AND DISABILITY INSURANCE 


The issues with which we are most concerned in connection with the old-age 
survivors and disability insurance system include wage base, benefit levels, health 
care coverage, and contributions. 


Wage base 


Social-security benefits and taxes are now based on annual earnings up to 
$4,200. Pending bills provide for increases in this wage base up to $4,800, $6,000, 
$6,200, and $10,000. 

It has been commonly assumed that the wage base under social security should 
be continually adjusted to reflect changes in average earnings. Revisions in the 
wage base in 1950 and 1954 were largely based on this assumption. Based on 
the premise that the wage base should reflect today the same relative position to 
average earnings as it did in 1939, the wage base today should be $4,310. This 
implies that no increase in the present $4,200 base is needed. 

Therefore, the justification for any increase in the wage base must be one of the 
following: 

1. That social security eventually should become a complete system of income 
replacement for workers at all earnings levels and, in effect, replace private 
systems for pensions and death benefits. 
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2. That more money should be raised from higher-income groups to provide 
greater benefits for persons with lower earnings. 

We cannot accept either of these two possible justifications for increasing the 
wage base. We do not believe that social security was ever intended to accomplish 
these purposes. 


Benefit levels 

Increases in monthly benefits would be provided by many of the bills under 
consideration. Generally, they provide for increases from the present $108.50 
monthly maximum to amounts ranging from $118.50 to $151.80. Total maximum 
social-security-retirement benefits for the worker aud his wife would be increased 
from the present $162.80 per month to amounts ranging from $177.80 to $227.70. 

The most commonly used assumption in the past to justify increases in benefit 
levels was that these increases were needed to help the retired person maintain a 
minimum or modest standard of living. The amount necded by an eideriyvy worker 
and his wife to maintain a modest standard of living was measured by the 

sSureau of Labor Statistics in 1950. If the results of this study are adjusted by 

changes in price levels due to inflation, we can come to the following conclusion. 
In 1939, social-security benefits for a man and wife over age 65 provided 66 
percent of the amount needed to maintain a modest standard of living. In 1957, 
social security for an elderly couple provided 8&8 percent of their needs for a 
modest standard of living. Present proposals for amending the act would 
increase this percentage from figures ranging from 96 percent to 123 percent. 
These increases could he justified only on the basis that secial security is expected 
to do more than provide a modest standard of living. Here again, we question 
whether this is the basic purpose of the Social Security Act. 

One of the proposed bills also provides increases in retirement benefits if re- 
tirement is delayed past age 65. The increment for deferred retirement is sub- 
stantially less than the actuarial gain resulting from delayed retirement. 
However, it is difficult to see how increases in benefits can be justified since the 
persens who will accrue them are those who probablv need the hene‘its 'exs 
because of retained earning power after age 65. It is interesting to note that this 
proposal assumes that the social-security system has the same characteristi's as 
an annuity policy purchased from an insurance company. Since the policy has 
accrued a specified amount by age 65, higher monthly benefits can be produced 
if payments do not commence until a later age. In almost all its other concepts 
social security rejects the individual annuity conerpt. Instead its be. t 8 
and eligibility requirements are based on a concept of group need. We believe 
that this is the correct function for social security to perform. The individual 
annuity concept has no place in a national insurance system. 


Health care benefits 


The Forand bill (H. R. 9467) provides for medical care benefits for persons who 
are eligible to receive the old-age or survivors benefits. Each such person would 
be entitled to free hospital care for the first 60 days of hospitalization per year 
in semiprivate accommodations with all extras customarily provided by the hos- 
pital. If transferred from the hospital to a nursing home, the individual would 
have free nursing home care up to 120 days per year less the number of days 
spent in the hospital. All surgical operations, except elective surgery, would be 
covered at no cost to the individual. 

This proposal, we feel, has serious implications which should be carefully 
considered. Aside from the considerations of the specific benefits and mechanisms 
which are suggested, the proposal raises the basic issue of whether social security 
is an appropriate vehicle for prepayment of health-care costs. 

The types of benefits now covered under the social-security system—retirement, 
death, and permanent disability—are similar in that they are long-term risks 
and lend themselves to long-term funding. Coverage by the national social 
insurance system is particularly advantageous because of the universal vesting it 
provides to maintain continuity of this long-term protection. Health care, with 
its changing patterns of cost and utilization, cannot be considered the same type 
of benefit. Health care protection lends itself to financing over a short period of 
time so that the relationship between contributions and benefit payments can be 
checked and adjusted periodically. A substantial degree of advance funding 
would have little advantage. Therefore, there is no reason to assume that social 
security is any more a logical funding mechanism for health-care benefits merely 
because it now exists to provide for funds to cover long-term risks. 
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A related consideration is that health-care costs are significantly different for 
various gecgraphical areas. Any benefit program must take into accovnt these 
wide differences. Even if expressed in terms of service rather than dollars. as is 
provided in the Forand bill, variations in cost will result in allocation of a 
greater proportion of the total fund to the higher cost areas. Thus, there seems 
to be a little reason for estab'ishing one overall national health program. 

Another issue raised by the proposal converns eligibility to receive benefits. 
Universal coverage and short eligibility periods are characteristics of social- 
Security provisions for benefits in the event of retirement, death, and permanent 
disability. However, the Forand bill differs from this basic concept in that it 
singles out for protection only a portion of the total group which has need for 
health care. It conditions eligiblity for benefits not on the degree of need for 
health-care protection but on those economic needs which occur because of loss 
of income resulting from death or old age. It is difficult to conceive how eligi- 
bilitv for one tyre of social-security benefit determines the degree of need for 
another form of benefit. 

The payment of health-care benefits would also differ from the historical 
Pattern of see’al security in that it does not involve nayment of money to replace 
income which is lost for a specified reason. Instead. the purpose of health-care 
benefits is to offset the added cost incurred from hosrital and physicians’ charges. 

Weighing all these considerations, we do not think it is feasih'e to provide 
health-care benefits through soec‘al securitv. Singling ovt retired persons for 
snecial treatment dodges rather than solves the basic problems of health care, 
Present trends indicate that substantial coverage will be accorded older persous 
through other channels within the next few vears. A naticnal svstem bas no 
advantage over locally established and administered programs. Health care is 
not the seme tyne of long-term need for income rep'acement as is characteristic 
of the risks presently covered under the system. Inclusion of health care under 
social security does not represent a logical extension of the type of risk now 
covered, 

The proposal to ineludes health-care benefits for retired persons under social 
security may renresent another attempt to bave health-care needs provided by a 
Government svstem. When a similar attemnt was made in the past in the form 
of comnulsery health insurance, it was rejocted by Congress. The adoption of 
this principle for retired persons as is proposed in the Forand bill might well 
lead to the extension of health-care henefits to the rest of the population. It 
seems, to us, far better to face the issue squarely of whether compulsory health 
insurance shonid be established for the entire ponulation rather than limiting 
consideraitoen to introducing the concert for only certain groups of the nopulation, 
especially when these groups are not determined on the basis of need for health- 
care coverage but on the basis of receipt of another form of social-security 
payment. 


Contributions 


Most of the proposed bills provide for increases in social-security taxes. In 
many cases, this is done through raising the wage base on which taxes are col- 
lected. In other cases, increases in contribution rate are required. Contribu- 
tions nre scheduled to increase substantially in the future under present law. 
By 1975. employers and employees will each be paying 44% percent to provide the 
existing level of benefits. The reasons why social-security taxes are not now 
set at a level required to finance the benefits are largely pragmatic in nature. 
However, deferment of the required tax level nntil a later date raises a signifi- 
cant problem. It is difficult to conceive how the American people will ever be 
able to realistically evaluate any proposed social-security amendments until the 
system is revised to provide current contribution rates which are needed to 
finance the proposed benefits. We are not opposed to increases in social- 
security taxes as such. We feel that the system should be financed on a real- 
istic basis relating benefits to contributions, utilizing a trust fund and relating 
the contributions thereto to the benefits paid from it. We believe, however, 
that there is some limit beyond which the American people will not be willing 
to pay for social-security benefits. They will not be in a position to judge if 
and when this critical level has been reached until we stop deferring the level 
of contributions to the trust fund needed to provide existing benefits. 


Conclusion 


Before the specific provisions of any proposed amendments are considered, 
we believe that common agreement should be secured on the basie purposes of 
the social-security system. These purposes need not be expressed in terms of 
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unchanging dollars of benefits and contributions but as a framework within 
which policy can be objectively and nonpolitically analyzed. 

Underlying the provisions of the Social Security Act is the concept of group 
need. This standard is evident in the levels of benefits, the formula heavily 
weighted for low earnings and the provisions of extra benefits for those with 
dependents who presumably have need for a greater income. The concept of 
group need is preferable to that of individual need which must be measured by 
a meuns test. 

Since the system is based on the concept of group need, its contribution rates 
and benefit levels should be related to the average need of members of the group. 
Application of this yardstick avoids the hazard of determining policy on the 
basis of individual circumstances. In any security urea, specific examples of 
destitution beyond the control of the individual can always be cited by those 
who wish to see the Government program expanded. Similarly, illustrations of 
the lack of need for a certain benefit can be shown by those who oppose a sug- 
gested revision in the system. If individual cases are used as the criteria for 
establishing social policy, resulting legislation is likely to be in accord with 
the view of those groups who have the greatest influence at thit particular 
moment, and changes in the system are apt to be endorsed for political motives, 

The most needed element in social-security planning today is common agree- 
meut on the basic purposes the system is trying to accomplish. If these objec- 
tives can be accepted and understood, the program will become more stable, will 
more adequately meet true group needs, and will help individuals and employers 
in planning supplementary security protection. 

There is a profound differeuce between “stable” and “static.” No security 
program—individual. employer-sponsored, or Government—should he allowed to 
become static. However, without the stability that results from defining con- 
cepts and objectives, no program can be expected to fulfill efficiently its 
capabilities. 

TITLES III AND IX—UNEMPLOYMENT COMPENSATION 


The Illinois Manufacturers’ Association is opposed to any legislation which 
would impose Federal standards and domination of the State unemployment- 
compensation laws. We believe that any bill, no matter what the details are, 
whereby the Federal Government endeavors to dictate to the States regarding 
the provisions of their unemployment-compensation laws, is objectionable. 
Such a program is indifferent to the real needs of the workers, as well as to 
the welfare of the employers, and the integrity and stability of State unem- 
ployment-compensation systems. There is no need for any Federal legislation 
on the subject of unemployment compensation. 


Would lead to federalization 


The proposals now before your committee, if enacted, would be a long step 
toward federalization of the unemployment-compensation programs of the vari- 
ous States. 

For many years there have been bureaucratic pressures to establish strict 
Federal dictation over State unemployment-compensation programs. In event 
this were accomplished the States would have to comply with Federal standards 
of lower eligibility provisions, higher benefits, and more rigid controls by Fed- 
eral authorities. Such proposals have, in the past, been rejected. The current 
proposals should be rejected. 

The development of unemployment-compensation laws and their administra- 
tion have, from their inception, been the function of the legislatures of the indi- 
vidu»l States. The amounts which should be paid in benefits, the eligibility 
provisions which claimants must meet, and the number of weeks of benefits 
which they can draw have been related to the economic situation in each State. 
The State laws have been periodically revised to reflect changes in economic 
conditions. 

In Illinois and in many other States, changes in the laws have been made as 
the result of mutually satisfactory agreements between representatives of em- 
ployers, employees, and the public on duly constituted advisory boards. Accord- 
ingly, the individual States are in position to determine what is best for them- 
selves. 

The employers of the State of Illinois object to the Federal Government in- 
jecting itself into this matter and usurping the prerogatives of the States. 
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Experience rating would be destroyed 


A serious result of federalization would be the destruction of experience 
rating and the incentive for employers to stabilize their employment. 

In the introductory declaration of policy in nearly all of the State unemploy- 
ment-compensation laws there appears the statement that one of the purposes 
of the laws is to encourage employers to provide more stable employment. 
Employers have an incentive for stabilization of employment through experi- 
ence rating, whereby they can earn a lower tax rate. 

The unemployment-compensation laws have, to a great degree, accomplished 
this purpose. Because of experience rating, employers have stabilized their 
employment and have provided steadier work for their employees. ‘his is 
proven by statistics which show that a large percentage of employers in the 
various States have earn.d the minimum tax rate. Destroying experience 
rating would result in a flat tax rate for all employers. 

Where would the money .o pay the higher benefits come from? The answer 
is “from the employers.” Employers would be forced to pay higher unemploy- 
ment-compensation taxes to provide this money, since unemployment compensa- 
tion is entirely financed by employers. 

Destruction of experience rating would remove the incentive to stabilize 
employment; in fact it would have the opposite effect and would lead to inter- 
mittent layoffs, unsteady employment, and higher costs of unemployment com- 
pensation. 

The Illinois Manufacturers’ Association respectfully urges that the proposed 
legislation relating to titles II, III, and IX of the Federal Social Security Act 
be rejected. 





Re National Grange opposition to H. R. 9467. 


NATIONAL GRANGE, 
Washington, D. C., June 19, 1958. 
Wixsor D. MILs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


DEAR Mr. CHAIRMAN: By action of its delegate body in annual session at 
Burlington, Vt., in November of 1953, the National Grange is opposed to the idea 
of compulsory health insurance whether plans designed to provide such insur- 
ance cover all United States citizens, or only a segment of our population as is 
the case proposed by H. R. 9467. 

This position on the part of the National Grange has been reaffirmed by its 
delegate body meeting in annual session each and every year since 1953. 

The Grange, over the years, has strongly endorsed and actively worked to 
promote the use of voluntary-health-insurance plans on the part of all of our 
citizenry. 

H. R. 9467 is a bill to amend the Social Security Act and the Internal Reve- 
nue Code so as to increase the benefits payable under the Federal. old-age, sur- 
vivors, and disability insurance program, to provide insurance against the cost 
of hospital, nursing-home, and surgical service for persons eligible for old-age 
and survivors insurance benefits, and for other purposes. 

We are fully aware of the health problems that are peculiar to the 13 million 
social-security beneficiaries who would be eligible for the benefits proposed in 
H. R. 9467. It is the position of this organization, however, that these prob- 
lems can best be met and solved by voluntary plans which are more in keeping 
with our traditional manner of making progress and which have already chalked 
up an amazing record of progress in the field of health. 

It is our hope that you and the members of your committee will oppose this 
measure, which is a part of the several proposed changes to the Social Security 
Act that are currently being studied by your committee. 

Respectfully yours, 


HeERsScHEL D. Newsom, Master. 


STATEMENT OF AMERICAN FARM BUREAU FEDERATION 


The scope of the hearings which your committee is undertaking involving 
some 400 bills covering numerous aspects of social welfare, including the old-age 


——— 


| RARE LNT TERETE RET TS AINE Ne INET 


NTT 





SOCIAL-SECURITY LEGISLATION 1019 


and survivors insurance program, old-age assistance, unemployment compensa- 
tion, maternal and child welfare, aid to the blind and to the permanently and 
totally disabled, along with new proposals covering health benefits for bene- 
ficiaries under the old-age and survivors insurance program presents an over- 
whelming array of complicated subjects. 

At this time the American Farm Bureau Federation statement will be confined 
to comment respecting proposals affecting the old-age and survivors insurance 
program, and payments of health benefits. 


OLD-AGE AND SURVIVORS INSURANCE PROGRAM 


The policy of the American Farm Bureau, as stated in its resolutions, is as 
follows: 


“We oppose any further liberalization of old-age and survivors insurance 
benefits.” 


It is obviously impossible to discuss the numerous proposals to increase the 
benefits, taxes, and modification of one kind and another in the bills now pending 
before this committee. The Forand bill, H. R. 9467, seems typical of a number 
of the proposals under consideration and will be used as a basis for this 
statement. 

The first major feature of the Forand bill is to increase the cash benefits pay- 
able under the old-age and survivors retirement program by about 10 percent. 

The following table shows the changes in cash benefits proposed in this bill 
compared with benefits under present law for various wage-earnings levels. 


Aged couple ? or Widow and 2 children 
widow and 1 child 








Average monthly earnings ! a 
Present Proposed Present | Proposed 

— | | |] ead 

$50. eER aL T sk a $45. 00 $52. 50 $50. 20 | $55. 20 
$100 ead f ws . ; 82. 60 | 90. 00 82. 60 90. 00 
$150 Lies uae aad sce 102. 80 112, 00 | 120. 00 3 120. 00 
$200_..... Uiotinaursiig ale wetland eed, 117. 80 | 128. 70 157.10 | 3.160. 00 
$250__. e phisgianiiediewdns aa 132. 80 | 145. 20 177. 20 | 193. 60 
$300 ore : WR EEEES: é 147. 80 | 161. 70 | 197. 10 215. €0 
$350 ies Fun ade che Peeaaeek 162. 80 178. 20 | 200. 00 237. 60 
$400 s a ; ods (esnbestccoadl 162. 80 194. 70 | 200. 00 259. 60 
$450 ; bn dw oes Sn add th abe dire nceih 162. 80 211. 20 | 200. 00 281. 60 
$500 blédnehal <Baindbdbbubidhch snsceleaetiaiakets 18. 8 227.70 | 200. 00 305. 00 





1 After 1950 and “‘dropping out’”’ years of low (or no) earnings as now provided and as proposed. 
2 Both aged 65 or over; benefits less in cases where wives are aged 62-64. 
3 As limited by the present maximum of 80 percent of average monthly earnings. 


HEALTH BENEFITS 


The second major feature of the Forand bill would provide a new program 
for the payment of the costs of hospital, nursing home, and surgical service 
for persons eligible for OASI benefits, including the survivors of deceased 
persons so insured. An estimated 12 million to 18 million persons would be 
covered immediately by this proposal. Coverage under this feature would 
be operative whether or not such persons have retired. The proposal would 
cover payment for up to 120 days of combined hospital and nursing-home 
services in a 12-month period with a limit of 60 days of hospital service. 
Under this proposal the Secretary of the Department of Health, Education, 
and Welfare would provide for payment of services rendered (by hospitals, 
nursing homes, and individuals qualified to render surgical services). Only 
those hospitals, nursing homes, and physicians agreeing to participate would 
be eligible to care for such patients. 


FINANCING 


Wage-earnings base: The present payroll tax now applies to annual earnings 
up to $4,200 on both wages and self-employment earnings. The proposal in 
the Forand bill would increase the amount of wages and earnings subject to 
tax to $6,000. 
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Increase in tax rate: The financing of the proposals for increased cash 
benefits and health care requires that the tax rates be increased. If made 
effective for 1959, taxes would be increased by three-fourths of 1 percent on 
the self-employed and by one-half of 1 percent each on employers and employees. 
The present and proposed tax contribution schedule is as follows: 





Self employed Employee employer 
(each) 


Present Proposed Present Proposed 


Percent Percent Percent Percent 
a ta ee 3% 446 244 2 
Die ee en, Sal ea haan mepeeteliona. dead oupaios birisk 44s 4% 23% 3% 
a a ial tec mies 4’ 55% 3Yu 33 
a a ae mene act eith tascsdaenicksataoan 55% 6% 3% 4% 
Seperate kl 6% 7% 4% 4% 





The result of the application of the increased tax rates to various levels of 
annual earnings as they would affect the taxes to be paid by self-employed persons 
fur nearby years and for the year beginning in 1975 is shuwn in the following 
table: 


Proposed tax 
Annual earnings Present tax an i 
(33g percent) | Beginning 
Jannary 1959 
| (4% percent) 


Beginning 
January 19¢@ 
(47% percent) 


Berinning 
Janvary 1975 
(7% percent) 











niente ? a 


i ae ae Simibalhaiierns $57. 50 $82. 50 $97. 50 $142. 50 
SR nc. anedoneaonsincs Je Bic asunptecdins 111. 25 123. 75 146. 25 213.75 
I noe ek BE a ae 135. 00 165. 00 195. 00 285. 00 
$!, 00 (present ceiling) ..........._.-- : 141.75 173. 25 204. 75 327.75 
$1,800 (nroposed ceili xg) 141.75 206. 00 234. 00 31°.00 
$6,090 ( »roposed ceiling) 141.75 247. £0 292. 50 427. 50 











We have indicated at the outset of our statement that the Farm Bureau is 
opposed to further liberalization of OASI benetits. The tables included above 
show the heavy burden which the proposal will saddle on farmers and the self- 
employed. We would direct the attention of the committee to the wide difference 
in tax burden between employees and self-employed farmers. Many employees 
regard their take-home pay as their real wages and are oblivious to the payment 
of the Federal insurance contribution tax as a result of the withholding by the 
employer. On the other hand, farmers pay this tux along with their Federal 
income tax (if any) in a lwup sum at payment time. Reference to the table 
showing the tax at various levels of self-employment earnings shows clearly that 
the tax proposed becomes intolerable, The socialization of the self-employment 
income of the great majority of our farmers would be the result. 

In this connection, it may be asked, out of what earnings is a self-employed 
farmer going to provide for the purchase of a farm or the livestock, machinery, 
and equipment needed for his operations? The farmers of America have not 
— for the proposed benefits and are opposed to the results which would 
ollow. 

The proposal to include the health-benefits program described briefly above 
are equally objectionable. 

The Farm Bureau has long opposed programs which may lead to socialized 
medicine. The proposal to provide for health care of the aged, whether retired 
or not, and for survivors entitled to benefits is a long step in this direction. 

The American Farm Bureau Federation is opposed to the Government regula- 
tion of the fees and services of hospitals, nursing homes, and physicians. It has 
also been our view that the problems of health are essentially local in nature, 
individual in responsibility. Much effort has been expended in recent years by 
Farm Bureau leaders in local areas to develop programs in line with this policy. 
‘While more remains to be done, progress is being made. No need has been shown 
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for abandoning this program. The adoption of the proposals to provide hospital 
and nursing home services and surgical services through the Federal tax will 
destroy the essential virtues of this proxram. 

In couclusion, a policy of stabilization in these areas of public welfare is most 
desirable at this time, 





NATIONAL Corton Councit oF AMERICA, 
Washington, D. C., July 8, 1958. 
Hon. Wirizsour L. MIs, 
Chairman, House Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Mr. Mitts: This letter is for the purpose of informing you and members 
of the Huuse Ways and Meuns Committee of the views of the National Cotton 
Council of America regarding H. R. 9467 which would extend the benefits payable 
under the Federal old-age, survivors, and disub.lity insurance program, and 
provide insurance against hospitalization, nursing, and surgical costs. The 
council is the vverall organization of the raw-cotton industry representing cotton 
producers, cotton ginne's, cotton merchants, cotton warehousemen, cotton spin- 
ners, and cottonseed crushers, 

At the last annual meeting of the council held in Phoenix, Ariz., the voting 
delegates tu the council unanimously adopted a resolution urging the preserva- 
tion of the American system of free and private enterprise as the only possible 
type of environment in which the cottun industry can prosper and realize its 
fullest potential. The resolution stated, in part: 

“Therefore, the council reaffirms its fundamental belief in that system and 
reviews those of its positions taken previously, which were primarily for the 
purpose of maintaining it, including— 

“(a) Opposition to * * * Federal measures aimed at the socialization of 
private industries and professions * * *.” 

This bill would carry the social-security system much further than ever in- 
tended or contemplated by its originators. Of particular concern are the provi- 
sions of H. R. 9467 which would provide insurance against huspitailzation, surgi- 
cal, and nursing costs. This seems to us to be clearly a step toward the sociali- 
zation of the practice of medicine, which is certainly contrary to every principle 
undergirding the American private-enterprise system. 

The enactment of this bill would bring the Federal Government directly into 
the medical business. While it is impossible to predict the result of such action, 
it would seem reasonable to guess that Federal regulations and administrative 
edicts wou'd decidedly circumscribe the scope and freedom of the medical profes- 
sion to provide the highest possible type and quality of medical care. In addi- 
tion, such legislation as this would destroy the reason for being cf many of our 
private medical insurance firms. 

The National Cotton Council is strongly opposed to any measure of this sort. 

We would appreciate your making this letter a part of the record of hearings 
on this subject. 

Respectfully submitted, I am, 

Very truly yours, 


J. BANKs YOuNG, 
Washington Representative. 





AMALGAMATED MEAT CUTTERS AND BUTCHER 
WorRKMEN OF NorTH AMERICA, 
Chicago, Ill, July 1, 1958. 
Hon. Wiizur D. MILts 
Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Deak CONGRESSMAN MILts: The Committee on Ways and Means has just con- 
cluded oral hearings on bills which we consider to be among the most important 
pieces of social-welfare legislation to come up for congressional consideration in 
recent years. These are amendments in the old-age, survivor, disability, and 
unemployment compensation provisions of the Social Security Act. 

We understand that “legislative sophisticates” are declaring that these hear- 
ings are “only for the record” and that no real congressional action will result 
from them. We cannot believe that. It seems to us that improvements in the 
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old-age, survivor, and disability insurance and unemployment compensation is so 
necessary to the welfare of the American people that Congress simply will not 
shirk its responsibility on this legislation. 

Improvements of the Social Security Act in these fields has long been required 
to aid the most needy groups in our society, the aged, the infirm, the disabled, the 
dependent children, and the unemployed. But the need for this legislation is 
even more desperate today when consumer spending must be increased to stem 
the recession. 

We sincerely hope that these hearings will point the way toward Congress tak- 
ing meaningful action to combat the recession. We would hardly be frank with 
you if we did not say that antirecession legislation has, at best, been extremely 
meager. Meaningful recovery legislation still remains on the congressional shelf. 
Two of the most vital pieces of that type of legislation are in the improvements 
in (1) old age, survivor, and disability insurance and (2) unemployment compen- 
sation. 

Unless Congress assumes leadership on this legislation, and on recovery legis- 
lation, in general, absolutely nothing will be done. The Hisenhower administra- 
tion is wedded to a policy of being aggressive about doing nothing. On unem- 
ployment compensation, it is possible for the States to provide improvements, but 
experience has shown that it is futile to hope for State action unless Federal 
leadership is given. It is, therefore, clearly up to Congress whether vigorous and 
bold leadership will be offered to the Nation to end the recession and meet great 
social needs. 

The Committee on Ways and Means has spent much time during this session of 
Congress considering the problems of the unemployed. Unfortunately, this work 
by the committee has not resulted in Congress enacting any meaningful legisla- 
tion to help the nearly 6 million men and women who are out of work through no 
fault of their own. H. R. 12065, which was enacted, is a tragic caricature of 
improvements in unemployment compensation. 

What is needed are permanent Federal standards for unemployment compen- 
sation, as proposed in the McCarthy bill, H. R. 10507. These standards would end 
the sad competition now engaged in by some States to show how low unemploy- 
ment compensation benefits and duration can be kept. Permanent Federal stand- 
ards would end the inequities which now exist from State to State in unemploy- 
ment compensation programs. And they would end the periodic legislative prob- 
lems which Congress faces whenever unemployment increases. 

But most important of all, permanent Federal standards for unemployment 
compensation would provide badly needed financial aid to millions of unemployed 
men and women. Each week some 40,000 of these exhaust the meager benefits 
they now receive. One out of every four is unable to receive benefits because of 
the arbitrary exemptions and disqualification provisions in the laws. And when 
a person is lucky enough to receive benefits they are insufficient to maintain his 
family until he can find work. 

These are conditions that cry for remedy. The remedy is permanent Federal 
standards. 


One can hardly call this rémedy radical. Federal standards for unemploy-, 
ment compensation is no more radical than Federal standards for road con- 


struction or for the many Federal-State programs in which the Federal Govern- 
ment makes certain provisions which the States must follow in order to obtain 
Federal money. 

Concerning old age, survivors’ and disability insurance, we strongly urge the 
committee to approve the provisions of the Forand bill, H. R. 9467. Benefits 
from these provisions have been severely cut (about 8 percent) by the rising 
eost of living since they were last increased in 1954. And older people, depend- 
ents, and the ill, have even greater needs today than in the past because of the 
loss of jobs, private pension rights and support from relatives due to the 
recession. 

In addition to increasing cash benefits, the Forand bill provides for new health 
benefits for the aged and survivors. This is, we believe, an excellent provision. 
Rising medical costs are a threat to these people, most of whom have little or 
no health insurance protection and find it impossible to obtain any. Commercial 
insurance plans are simply unavailable or too expensive for them. 

In summary, the committee has the opportunity of dealing head on with two 
great social needs: the improvements in unemployment compensation and the 
improvement of old-age, survivor, and disability insurance. Clear-cut means 
of meeting these needs are before the committee in the form of H. R. 10507 
and H. R. 9467. 
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We urge that the committee approve these bills for action in the 85th Con- 
gress. The American people will be stronger physically and economically as 
a result. 

Very truly yours, 
Tuomas J. Lioyp, 
International President. 
Patrick BE. GORMAN, 
International Secretary-Treasurer. 


RHODE ISLAND STATE FEDERATION OF LABOR, 
Providence, R. I., July 7, 1958. 
Hon. WILBUR MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


DeaR Sir: I am writing you in support of the Forand bill (H. R. 9467), 
Social Security Amendments of 1958. 

The working people who are members of our unions are in full support of 
the provisions of the bill. Because of the heavy burden of medical care and 
hospitalization, our people look to their retirement years with fear. Their 
big worry is how will they meet their health costs unless there is some sound 
way of accumulating reserves when they are employed. The Forand bill fills 
the bill very nicely. Not only will the legislation increase benefits for those 
who retire but it will cover surgical, medical, hospital, and nursing home care. 

I have noted in the Rhode Island newspapers that the Rhode Island Medical 
Society has informed your committee that the society is opposed to H. R. 9467— 
the Forand bill. This action is to be expected. It has been our experience 
that the Rhode Island Medical Society, as a group, is ultraconservative and 
reactionary in areas of social progress. Rather than show leadership that will 
prevent State control of medicine, they suggest more study and drag their feet 
in an effort to retard progress. Spokesmen for the medical society have first 
opposed and then fought the liberalization of workmen‘s compensation, tem- 
porary disability insurance, Blue Cross and Physicians’ Services and similar 
enlightened legislation. 

We feel that the provisions of the Forand bill are the most humane that 
have been proposed in many years and it is imperative that the bill be enacted 
without delay. 

Voluntary and private health insurance plans do not meet the needs of the 
people and older retired people in particular. It is estimated that only 1 in 14 
retired persons are financially independent. Only about one-third of the re- 
tired have some form of health care and in most instances it is inadequate. In 
almost every case, voluntary and private plans are so limited in the coverage 
of illness and duration of hospitalization that the retired person is not protected. 

There must be a better way of meeting the health needs of our senior citizens. 
There must be some form of prepaid insurance and we feel that the Forand bill 
is the best answer. 

There have been erroneous charges that the Forand bill is a form of medical 
control. The charge is false. The bill specifically provides that there shall be 
no Government control over the practice of medicine or the administration of 
hospitals. 

The Rhode Island Medical Society is not correct when they state that care 
of our retired people can best be rendered at the local and State level—using 
private and public resources. When a worker has devoted his lifetime to hard 
manual labor, he wants to live his years of retirement in dignity which he so 
richly deserves. He does not want to depend upon the generosity of his friends 
or relatives nor does he want to turn to public assistance if he can avoid it. 
The Forand bill will permit him to live his retirement in dignity. 

Most public agencies are overworked, understaffed, and financially short 
when it comes to meeting the needs of the less fortunate. 

‘nact the Forand bill and Congress will be performing a great service to our 
senior citizens. 

Sincerely yours, 


Epwin ©. Brown, 
Secretary-Treasurer, Rhode Island State Federation of Labor. 
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AMERICAN FEDERATION OF STATE, COUNTY, AND MUNICIPAL EMPLOYEES, 
Washington, D. C., June 20, 1958. 
Hon. WiLsur MILs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 


Dear Sir: The 185,000 members of the American Federation of State, County, 
and Municipal Employees, AFL-CIO, in 46 States are vitally interested in the 
passage of H. R. 9467, which is popularly known as the Forand bill. H. R. 9467 
will provide sane and sensible increases in social-security benefits for 15 million 
Americans who are presently over age 65 and those who will receive such benefits 
in the future. 

Our union members like all other AFL—CIO members are very much in favor 
of the proposed improvements to social security which are contained in the 
Forand measure. Of particular importance to our members who anticipate 
someday drawing social-security benefits when they reach retirement age is the 
insurance protection against the cost of hospital, nursing home, and surgical eare 
for persons eligible to receive old-age, survivors and disability insurance. Of 
equal importance to our members from coast to coast is the increase in survivors 
and disability insurance benefits as well as the new taxable earnings ceiling of 

6,000. 
$ No other single measure pending in the 2d session of the 85th Congress is of 
more importance or interest to our membership than this proposed legislation. 
We strongly urge that favorable action be taken by the Ways and Means Com- 
mittee of the House of Representatives on this important proposed legislation. 

I know that representatives of the social-security and legislative departments 
of the AFL-CIO and other union spokesmen have made strong and convincing 
presentations of organized labor’s position on this bill so spokesmen from our 
union would merely reiterate the views already expressed. Therefore, we ask 
that this letter be made a part of the record on this important issue and that 
your committee take favorable action on the bill, 

Very truly yours, 
GorDON EK. BREWER, 
Civil Service Counsel. 





STATEMENT OF THE INTERNATIONAL LONGSHOREMEN’S AND WAREHOUSEMEN’S 
UNION 


The International Longshoremen’s and Warehousemen’s Union represents 
60,000 members who work in the longshore, warehouse, sugar, and allied indus- 
tries on the west coast and in Alaska and Hawaii. We appear here representing 
the membership, and on behalf of pensioned and retired members of the union. 

We wish to state at the outset that we particularly support passage of H. R. 
9467, the Forand bill. There are other bills before the committee which merit 
attention, but, in our judgment, the Forand bill most nearly approximates the 
major improvements required, and takes a firm step forward in the direction of 
needed change. 

The Forand bill includes some of the improvements called for by the 12th 
biennial convention of the union, and it has been specifically endorsed by reso- 
lution and by petition by ILWU members and pensioners. The petitions, signed 
by more than 5,000 ILWU pensioners and retired members, have been placed in 
the hands of Congressman Cecil King, of this committee, who has distinguished 
himself for many years as an advocate of the kind of improvements embodied in 
the Forand bill. 

The volume of bills before the committee bears witness to the great need for 
improvement in the provisions of the Social Security Act. Many of them, 
though dealing with administrative regulations, are, in fact, reflections of the 
fundamental need to increase the basic benefits. We believe H. R. 9842, intro- 
duced by Representative Roosevelt, merits the attention of the committee. It 
would raise the permissible earnings limit after retirement from the present 
$1,200 to $5,000 per year. We would also urge consideration of legislation pro- 
posing an optional retirement for both men and women at age 60, with actu- 
arially reduced benefits. These improvements are, however, secondary to the 
two most urgent areas of attention—the great need to increase basic benefit 
amounts, and provision for medical care for social-security recipients. 
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BENEFIT INCREASE 


The original intent and guiding philosophy of the Social Security Act was to 
provide retirement income, as a matter of right, for all of the Nation’s aged. As 
originally passed, the act of 1935 brought less than half the workers in the 
country under the system. Since that time, the goal of universal coverage has 
been sul:stantially achieved. 

The purpose of retirement income, as a matter of right, was based upon the 
notion that workers in their autumn years should be able to cease their labor 
and enjoy the remainder of their life at a standard of living not too drastically 
below that which they maintained while working. The principle of percentage 
payroll deductions based on earnings, and benefits computed relative to coutri- 
butions into the social-security insurance fund, was established in order to guar- 
antee that the act would not be perverted into a dole system. It was not the 
intent that the maximum benefit level should become a minimum subsistence 
amount, Nor that low dollar earnings in times of high dollar value should 
become the basis for computation of an appropriate benefit amount in times 
of high dollar earnings and low dollar value. 

Congress acknowledged the erosive effect of increased living costs and of 
changes in wage levels when it raised benefit amounts in 1950 and again in 1952 
and 1954; unhappily, though these increases clearly reflect emphasis and re- 
emphasis of the principle of self-support, they have been wholly inadequate as 
a realization of that principle. 

Today, the contrast between benefit levels and minimum subsistence living 
costs is a national shame. 

Studies on budget requirements for the aged are scarce; some data are avail- 
able for comparative purposes. A recent Gallup poll, which asked the question: 
“What is the smallest amount of money a family of four neeus?’ came up with 
a national average tigure of $72 per week in contrast with a $30-per-week figure 
based on a similar poll in 1937. Significantly, in cities of 500,000 and over, the 
average rose to $92 per week, and, in moderate-sized cities over 50,000, to $82 
per week. 

Aside from providing dramatic evidence of the increased cost of a minimum 
standard of living, the substantially higher cost for city living has a direct bear- 
ing on social-security benefit amounts. 

According to the Bureau of Census (series P-20, No. 68, November 2, 1955) 
almost two-thirds of the total aged population live in urban communities. In 
a report prepared by the community committee on the aged in 1955, the city of 
San Francisco had a proportion of nearly 1 person in every 10 over the age of 
65, as contrasted with the California and national ratio of 1 in every 12. Of 
the 26,500 older people in San Francisco, approximately 8,500 were receiving 
supplemental benefits, a combination of social security and assistance, in order 
to meet their basic needs. 

In 1954, the monthly benefit payment under OASI averaged only $61.73 for 
retired workers; aged wives of retired workers averaged monthly payments of 
$34.52. Though these averages increased somewhat after the July 1956 increases 
effected by the 1954 amendments to the Social Security Act, they still remained 
sadly inadequate. At this same time, the maximum grant to needy aged provided 
through the assistance program in San Francisco was $80 per month for single 
persons, $160 per month for elderly couples. These amounts do not include 
allowance for medical care. 

In New York City, the total cost of goods and services for an elderly couple 
living alone was estimated at $2,137 annually, in a budget study prepared by 
their research department welfare and health council in 1955. Corresponding 
cost estimates from nonmarried persons aged 65 and over, living alone, ranged 
from $2,000 for single men who worked to $1,500 for women not working and 
not seeking work. Comparison of costs with Bureau of Census income survey 
for 1954 for 34 major cities reveal “that many aged couples in cities cannot 
maintain a level of living equivalent to that represented by the New York City 
budget standard. The same conclusion is reached when the budget costs esti- 
mates for nonmarried aged persons living alone (about $1,600 and $1,500 for re- 
tired men and women, respectively) are compared with the $855 median income 
of aged individuals living alone or with nonrelatives in urban communities.” 

More recently, the Social Security Administration has published a survey of 
the requirements of recipients of old-age assistance in the various States 
(February 1957). Differences in State levels of assistance resulted in a wide 
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range in the amounts paid needy aged persons. Most striking was the national 
average payment of $69 per month as contrasted with the monthly average 
OASI benefit payment, reported above, of $61.73. It should be emphasized that 
the State old-age-assistance programs are designed to meet only basic needs. 
Average payments are weighted downward by offset deductions for value of 
private assistance, aid from relatives, or other sources of help. Further, while 
some medical care is included in some States, under the heading of “Special 
needs,” five States had no provision for meeting medical-care costs. There was 
a direct correlation between the total amounts for all requirements allowed and 
the total amount, if any, allowed for medical care. 

The information on needy aged assistance levels points up the shocking dis- 
parity between the goal of a retirement income for the Nation’s aged as opposed 
to the actuality of present benefit levels. 

The tragic fact is that social-security benefits today provide merely enough 
to stay alive on—not enough to live on. Contributors to the insurance fund 
over the years have become the victims, rather than the beneficiaries, of our 
expanding economy and rising standard of living. They have been relegated 
to an economic dustbin and, as Senator Morse stated before the Congress when 
introducing his companion bill to H. R. 9467, are literally scraping the bottom of 
the income barrel. 

The need for increased benefit payments is a worldwide phenomenon. In the 
more advanced countries which have seen adoption or expansion of social- 
security programs in most years since the 1880's, the “more notable changes 
during 1955, 1956, and 1957 were the widespread increases in cash benefits, the 
enactment in three countries of laws establishing entirely new programs, and 
the adoption of new techniques developed in the search for ways of providing 
adequate benefits. The benefit increases were pronounced in industrialized 
countries with long-established social-security programs” (Social Security Bul- 
letin, August 1957, p. 3 World Trends in Social-Security Benefits, 1955 to 1957, 
by Carl H. Farman). 

We support the proposed increase in benefits under the Forand bill. However, 
we urge upon the committee serious consideration of the increase outlined in 
S. 3508, the Morse bill, as a more adequate and more nearly appropriate in- 
crease. The 10-percent average increase which H. R. 9467 would provide is, in 
our opinion, an absolute minimum. The 25-percent rise proposed by Senator 
Morse would work toward putting OASI back into the category of retirement 
income as originally contemplated when social-security legislation was first 
enacted. 

It is particularly important that whatever increase in benefits this committee 
may decide upon be applicable to present as well as to future beneficiaries. We 
are familiar with the argument that, because benefits are computed relative to 
earnings, benefits for pensioners should remain fixed. However, we want to 
point out that the benefit formula has been radically changed since the act was 
passed, so that now a pensioner may receive the maximum benefit on the basis 
of only a short period of work before age 65. Many of our pensioners, however, 
have paid in the maximum amount ever since 1935. Just because they are now 
retired should not deprive them of any benefit increases subsequently adopted. 

Attached to this statement is a brief report of a special survey we conducted 
among our pensioners in the San Francisco area. It shows the utterly inade- 
quate level of pensioners’ income. The median income from all sources was 
$195 per month, and this included a union pension, as well as social security. 

The ILWU has long endorsed the principle of social-security insurance and 
adequate retirement income consistent with preretirement earnings as an insured 
right for the Nation’s senior workers and citizens. We have, at the same time, 
moved to protect our membership against an impoverished and subsubsistence old 
age, which is the best that present OASI benefit levels assure. The ILWU moved 
to secure pension plans as a necessary supplement to OASI benefits. West-coast 
longshoremen, in negotiating what is now recognized as one of the best pension 
plans in the Nation, set up a series of tests for an adequate pension plan. Pri- 
mary was the condition that any plan adopted must pay a pension large enough 
to permit retirement. In the report before the October 1950 caucus, it was noted 
that “no pension plan is perfectly safe. The nearest to providing complete 
security is the Federal social-security program. If that were adequate, there 
would be no need for a longshore pension plan.” 

Though the ILWU, as a union, has successfully negotiated pension plans in 
almost all of the areas under the jurisdiction of the union which provide addi- 
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tional income to workers in the industry upon retirement, over and above 
social-security benefit payments, it would be erroneous to conclude that union- 
negotiated pension agreements are a solution to the low social-security benefit 
problem. 

According to the National Planning Association, only “about 16 percent of the 
employed labor force is under some type of pension plan providing protection 
supplementary to that offered by old-age and survivors insurance.” Estimates 
on maturation dates of existing and foreseeable private pension plans indicated 
that another 25 years will elapse before as much as one-fourth of the aged 
receive benefits under private plans. 

Certainly, fixed-income plans, even though privately administered, are equally 
subject to the vicissitudes of price rises and economic fluctuations. Hope that 
private plans will move in and take over the fundamental responsibility of the 
social-security system, permitting benefit levels to remain at an assistance level, 
must be abandoned. Private supplementary plans cannot and will not do so, 
even in the most distantly perceived future. 


MEDICAL CARE 


The medical-care provisions of the Forand and Morse bills are of equal im- 
portance with those for raising benefits. We do not feel that an increase in 
benelits is any satisfactory answer to the medical problem faced by pensioners. 

Our own union survey, summarized later, shows that our pensioners’ monthly 
medical costs amount to one-fifth of their social-seeurity benefits. Actually, 
this is a gross understatement, because half of those surveyed are former long- 
shoremen, the bulk of whose medical costs are met by their continued coverage 
under the Kaiser health plan with the cost paid by the ILWU-PMA welfare 
plan. 

It is imperative, the ILWU believes, that the social-security program be modi- 
fied to include medical care for pensioners along the lines of the Forand bill. 
The hope that private plans are remotely capable of providing even minimal 
medical care is totally unrealistic. 

In a health survey conducted in California during the year 1954, only 25 
percent of the aged segment of the population was found to have health-insurance 
coverage, compared to 52 percent of the total population. In point of fact, the 
large majority of the 25 percent of the aged covered are covered under terms of 
special conversation privileges negotiated by their trade unions. In southern 
California, for example, the only persons over 65 who are permitted to retain 
Kaiser Foundation health insurance on a conversion basis on retirement are 
those for whom this right was specifically negotiated by their unions in longshore, 
culinary, and gas and electric industries. 

This same conversion provision is applicable in northern California, and, effec- 
tive July 1, 1958, the monthly rates will increase from $12.55 to $13.30 per single 
person under the ILWU-PMA health plan, the reason given for the rate increase 
being that of greater cost of carrying persons over 65 years of age under the 
plan. Members of the Kaiser Foundation health plan B and C plans of coverage 
which apply in the San Francisco Bay area warehouse industry received a notice, 
dated June 4, 1958, which announced an increase in rates. Many of our pen- 
sioners have decided they cannot meet this increase. From now on they will 
have no plan and can only hope that their doctor bills will be moderate. A faint 
hope. This is the notice they received : 

“After long and careful study, we have found it necessary to relate, in part, our 
dues to the age of health-plan members. We have found that older members 
require substantially more medical and hospital services at approximately 3%4 
times the rate used by members under 60 years of age. In other words, for every 
10,000 members aged 60 and over, we use approximately 60 hospital beds. For 
every 10,000 members in the age group under 60, we use approximately 18 hospital 
beds. 

“Effective July 1, 1958, members 60 years of age and over, with B coverage, will 
be charged an additional $1.80 per month; members with C coverage, $1.20 
per month. 

“Just as we have always charged a family of 3 or more higher dues than a 
single subscriber or a family of 2, we must now require that older members pay 
a somewhat greater portion of the cost of the plan.” 

Even with increased rates, aged persons who can secure coverage are the 
fortunate of the few. California is above the national average in such coverage, 
principally because of union-negotiated conversion. What about costs for workers 
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not covered by such plans, who form the great majority of social-security 
beneficiaries? 

The medical-care component of the Consumer Price Index is the sole item that 
has advanced in every month of every year in the past decade. No other item 
on the index has recorded a constant advance. The most recent figure, 142.7, 
represents a rise over the previous month of 0.3 percent and a total rise from 
the 1947-49 period of 43 percent, roughly double the increase in the Consumer 
Price Index as a whole. 

The proportionately greater increase in medical-care costs, generally, com- 
bined with low benefit levels, catches the social-security beneficiary in what 
might be termed a double bind. Family income levels are often associated with 
general health conditions. Evidence of direct correlation was developed in the 
study on health in California. The report concludes: 

“* * * in general, there is a marked contrast in health and medical care 
between the lowest income group (less than $2,000) and those with income above 
$2,000. The lowest income group is less healthy, particularly with respect to 
chronic conditions and days of disability. This group also obtains more hos- 
pital care. Possession of some health-insurance coverage is less than half as 
frequent among low-income persons as it is among persons in the middle-income 
group ($2,000—-$5,000), and less than a third as frequent as is true for persons 
in the highest income group. A partial explanation may be that in the low- 
income group many of the people are too old to qualify for present forms of 
health-insurance coverage. * * * It is difficult to separate the effects on health 
status of age from the effects of low income.” 

The same study notes that ‘12 percent of the total survey population reported 
their yearly family income at less than $2,000, while 43 percent of the population 
65 years and over reported this income.” 

With an increasingly longer lived population, greater attention must be given 
to the problems of the aged. Medically, it is assumed that age carries with it 
at least more chronic disabilities than would be associated with the population 
at large. At least a part of these chronic disabilities may well be associated 
directly with low income levels. Dr. Wilma Donohue, of the division of geron- 
tology for the Institute of Human Adjustment of the University of Michigan, 
says that many old people simply ignore or neglect chronic illness because of 
the cost of medical care, and because to secure medical care involves sacrifice 
of other essentials of healthful living. She points out that the mounting num- 
ber of admissions of older patients to mental hospitals is one evidence of the 
effects of worry and lack of preventive and restorative medical care in this group. 

Delay of treatment because of cost, and added severity of illness due to 
worry, may also be directly reflected in the greater number of days of total 
disability reported for the aged. 

Low benefit levels and inadequate medical care have resulted in the evolution 
of a vicious circle, now sufficiently marked to demand the attention and concern 
of wide areas of the public, including the medical professicn. 

The majority of time granted during the present hearings has been devoted 
to the pros and cons of governmental insurance of medical care for the aged 
under the social-security program. The belated interest of certain special- 
interest groups in such care, and arguments over who is to provide care, over- 
looks the telling fact that a failure of private medicine is the very reason 
for the need to propose a governmentally sponsored, insured system. 

The fact is private insurance companies and private plans have not, do not and 
eannot, provide the kind of insurance against illness and accident required by 
social-security benefit recipients. The great majority of private companies 
either drop or refuse to insure persons aged 65 or over—or the insurance rates 
are so prohibitive as effectively to exclude them from participation in an insured 
health plan. 

In a survey of employee benefit trends and medical plans for retirees, Ben 
Weberman, of the Journal of Commerce (December 2, 1957), reports: “It is 
virtually impossible for an individual who has passed his 65th birthday to get 
any form of medical coverage at the period in life it is most needed.” The 
Employee Benefit Plan Review reports in 1957: “* * * so far, very few major 
medical plans have included any provisions for extending (medical) benefits to 
retired employees, but there are some indications of a trend in that direction.” 

Failure to provide minimum medical care makes a mockery of the original 
purpose of the act. It is well to repeat, again, the Social Security Act was 
designed to assist our senior citizens to maintain upon retirement a self-respect- 
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ing standard of living relative to the standard of their working years. When 
fixed-benefit levels are undermined by rising costs of living, and, in addition, 
illness and disability with associated increased medical costs make further in- 
roads in the limited purse of the retired worker, the self-respecting standard of 
living is reduced to miserable subsistence. 


CONCLUSION 


The evidence in support of the need for increased benefit levels and provision 
of medical care for our aged citizens is conclusive. Even in more selective 
groups, the inadequacy of current benefit levels is unargued. (See appendix, 
Union Survey of Income and Major Expenses of Retired Members in the San 
Francisco Bay Area.) 

The Forand bill moves toward correcting these needs and restoring the purpose 
and intent of the social-security insurance system. Financing is not a problem. 
The Secretary of Health has stated that the fund is in sound condition for the 
foreseeable future. Beyond this, the history of the fund indicates that we have 
not yet reached the contribution rate which was part of the original design. 
In 1935, it was a part of the law that combined employer-employee contribution 
rates should reach 6 percent by 1949. Some 10 years later, contribution rates 
are only at 41%4 percent. If it was not wise to delay the original progression 
of contribution rates, certainly it is not just to use this error, if it was an error, 
to argue against ability to finance a genuine retirement-insurance program. 

The ILWU strongly supports H. R. 9467, though we contend benefits can and 
should be increased above the level proposed. Serious attention must be given 
to increasing the benefit levels of those who retired prior to 1954. The com- 
mittee must be aware that Congress has repeatedly increased retirement bene- 
fits for persons already retired under civil service. Liberalization of restrictions 
on outside earnings is an important, though peripheral, change. More basic, the 
opportunity to retire on an optional basis at age 60, for both men and women, 
merits approval. 

The problems of our retired citizens have reached a time of decision. We 
believe now is the time for Congress to reaffirm support of the principles of 
social-security insurance, and to back this declaration with essential supporting 
legislation. 





APPENDIX 


UNION SuRvVEY oF INCOME AND MAJOR EXPENSES OF RETIRED MEMBERS IN THE 
SAN FRANcIScO Bay AREA 


The union conducted a questionnaire survey in the San Francisco Bay area 
among retired members in both the longshore and warehouse industries. The 
survey was not designed to be exhaustive but, rather, to give a broad indication 
of the levels of total income among retired members, the proportion of total 
income provided by social-security benefits, and the proportion of total income 


‘absorbed by two basic costs: Rent or home costs and medical-care costs. 


Social-security benefits reported ranged from a low of $71.90 to 3 instances 
of the maximum $108.50. The majority of benefits ranged between $98.50 and 
$101 per month. For wives, social-security benefits were reported in 25 percent 
of all cases, the benefit level ranging from $45.60 to $83.50, with the median 
falling in the $49.75-$51.50 range. 

Somewhat over 50 percent reported maximum longshore pension benefits of 
$100 per month. Other pension benefits ranged from $43.50 to $65 per month, 
averaging slightly over $50 per month. Only 5 percent reported outside earnings. 

From the above figures, it is easily apparent that the average total income 
reported is less than $50 per week. In actual figures, 50 percent of those re- 
porting had total incomes from all sources of less than $195 per month, 1 case 
reporting a low of $81.70; 25 percent reported total incomes at the $198.50 level 
($98.50 social-security benefit, $100 longshore pension). Of the remaining 25 
percent, all reported receiving social-security benefits for their wives, or re- 
ported outside income from other sources. The maximum reported was $305.50 
per month, which included $150 per month in outside income other than union 
pension or social security. The remainder ranged within the $200-to-$258 
bracket, differences reflecting differences in the amount of social-security benefit 
received by the wife. 
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MEDICAL COSTS 


The survey questionnaire asked for average monthly cost of medical care, 
including the cost of drugs. Costs ranged from a single-case minimum of $2.50 
to 1 instance of $90 per month. Over 90 percent reported costs in the range of 
$10 to $30 per month, the median falling at $15 per month and the average at 
$18. 

It is immediately obvious that the reported costs exclude major medical ex- 
penditures (hospitalization, surgery, nursing). For over 50 percent of the cases 
reporting, this is explained by the fact that they are covered by extension of the 
Kaiser Foundation health plan to retired members from the longshore industry. 
Thus, the costs reported do not reflect actual medical-care expenses. 

Despite this extreme downward weighting, medical-care costs still represent 
close to 20 percent of the total benefit received from social security, and nearly 
10 percent of the total monthly income, including union pension, outside or 
other earnings and income, and wife’s social-security benefits where payable. 


Cuicaco, ILL., June 26, 1958. 
Hon. Witzsvur D. MILs, 
House Office Building, Washington, D. C. 

Dear Sir: In my capacity as delegate to the Southtown Planning Association 
and block captain of the South Englewood Home Owners Association, I am 
urging you to do everything in your power to stop passage of the Forand bill 
(H. R. 9467). 

Kindly insert this plea into the record. 

Very truly yours, 
Mrs. IRENE McWILLIAMS. 


The committee adjourns until 10 a. m., Monday. 


(Whereupon, at 3:05 p. m., the committee adjourned to 10 a. m., 
Monday, June 30, 1958.) 
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MONDAY, JUNE 30, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON WaAys AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman 
of the committee) presiding. 

The Carman. The committee will please come to order. 

Our first witness this morning is our colleague from Florida, the 
Honorable Charles E. Bennett. 

Mr. Bennett, you are recognized. 


STATEMENT OF REPRESENTATIVE CHARLES E. BENNETT, OF 
FLORIDA 


Mr. Bennerr. Mr. Chairman, I appreciate this opportunity to 
appear before you today in behalf of two of my bills regarding so- 
cial security, H. R. 1912 and H. R. 3359. 

H. R. 1912 would amend .the Social Security Act to change the 
formulas for computing the Federal share of State public-assistance 
programs, and would establish a food-stamp plan under which needy 
individuals would received food from our Nation’s stock of surplus 
commodities. By changing public-assistance formulas, the monthly 
maximum benefits for old-age assistance, aid for the blind, and aid 
for the permanently and totally disabled would be increased from 
$60 per month to $65. The monthly maximum for aid for dependent 
children would be increased from $32 to $34. I believe these increases 
are fully justified by the rising cost of living since the last increase 
was enacted, as deflected in the cost-of-living index. 

A food-stamp plan would be an excellent means of depleting our 
Nation’s surplus food stocks without depressing food price levels. 
Our Government spends much money and effort in storing these com- 
modities. To the extent that they are disposed of to worthy recipients 
like these, Government expenditures for storage can be reduced and 
avoided. Under my proposal, the foods would go to people with 
little means who would not otherwise consume large amounts of the 
foods on the market of the type represented by the surplus commodi- 
ties. For this reason, there would be no material depressing effect 
upon the prices of foods sold in the ordinary course of commerce. 
Thus, the food-stamp plan would be a means of getting surplus foods 
to those who can benefit most from their consumption, without de- 
pressing food price levels. 
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My bill, H. R. 3359, seeks to improve the provisions of the Social 
Security Act relating to child welfare, child health, maternal and 
crippled children’s services. In the 20 years since the maternal and 
child welfare provisions in the social-security laws were enacted in 
their present form, experience has shown the need for many improve- 
ments in these programs. This bill is an effort to bring these laws 
up to date. 

There is a particular need today for improved child welfare serv- 
ices in urban areas. When the programs were getting under way in 
1935, it was sensible to limit use of these funds to rural areas, for 
those were the areas of special need at that time. Since then, there 
has been a shift in population from rural to urban areas, so that today 
over 60 percent of our Nation’s children live in urban areas. This 
bill permits urban children to share in these programs, thus allowing 
child welfare services to reach the children where they now live. 

Other amendments proposed by this bill would increase child wel- 
fare authorizations, extend assistance to runaways and children need- 
ing foster care, and make distant relatives of homeless children eligi- 


ble for aid for dependent children, in order that they might provide 


normal homes and home experiences for such children. 

Mr. Chairman, this concludes the portion of my testimony which 
was prepared and submitted in advance in accordance,with the rules 
of this committee. Since my prepared statement was submitted, 
the Department of Health, Education, and Welfare has rendered 
a departmental report on my bill, H. R. 3359, to improve maternal 
and child welfare portions of the Soci al Security Act. This re- 
port agrees with the major premise of my bill that these provisions 
should | be amended to help bring them abreast of developments dur- 
ing the 20 years since these provisions were enacted. The Depart- 
ment has submitted a draft of a bill which it prefers over mine. It 
seems to me that the Department’s bill represents a decided improve- 
ment over present law, and while I prefer the details of my bill, I 
hope the committee will favorably report legislation embodying im- 
provements of the general type represented by these bills, which are in 
agreement. 

Finally, let me say that the provisions of H. R. 3359 did not orig- 
inate with me. They are based upon recommendations of the De- 

artment of Public Welfare of the State of Florida and of the Amer- 
ican Public Welfare Association, resulting from their practical ex- 
perience in the field of public welfare. 

Again, I would like to express my appreciation to the chairman 
and members of this committee for giving me this opportunity to 
testify in favor of these bills. 

Thank you very much. 

The CHairman. Mr. Bennett, we appreciate your coming to the 
committee and discussing these two bills with the committee, 

Thank you very much. 

Mr. Reep. I congratulate you, sir, on your statement. 

Mr. Bennett. Thank you, sir. 

The Cuatrman. Are there any further comments or questions? 

(No response. ) 

. The Cuarmman. We thank you, sir. 
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Without objection, our colleague from Washington, the Honorable 
Russell V. Mack, will be given permission to extend his remarks at 
this point in the record. 


STATEMENT OF REPRESENTATIVE RUSSELL V. MACK, OF 
WASHINGTON 


Mr. Chairman, I thank you for this opportunity which you have 
provided me to present to your committee proposals which, I think, 
if enacted, will improve and strengthen the social-security law. 

Social security is one of the most humane and beneficial laws 
on our Federal statute books. It is a good law. Time and experi- 
ence, however have demonstrated that good as this law is it does 
have within it many inequalities, injustices, and inadequacies, which 
should be corrected. 

I am pleased that this committee is now making a full-scaled review 
study of the social-security law to ascertain what can and should be 
done to better it. I have devoted much time to studying this law. 

I have, from time to time, appeared before your committee in my 
11 years here and suggested improvements to the social-security law 
and, naturally, I am gratified that your committee and the Congress 
has on several occasions accepted and adopted some of the proposals 
which I have made for the strengthening of this legislation and the 
correction of some of its inequities. 

I have several suggestions to make today for further improve- 
ments to social-security legislation. 


PENSION INCREASE NEEDED 


My first suggestion is that benefits paid those eligible for them 
should be increased as much as the soundness of the fund will justify. 
The wages of postal workers, of all civil-service employees of the 
Federal Government, of members of the armed services, and the com- 
pensation of the service-connected disabled veteran all have been in- 
creased to compensate for the increases which have occurred in the 
cost of living. The cost of living has gone up for the millions of aged 
Americans who are on social security just as it has gone up for other 
groups. 

In most cases the annual income of those under social security is 
lower than that of almost any other group of our citizens. There- 
fore, the rising cost of living has hit them harder than anyone else. 
In hundreds of thousands of cases pensioners cannot get by on their 
present meager social-security income. Social-security pension bene- 
fits, therefore, in my opinion, should be raised promptly at least enough 
to offset the rise in the cost of living. 

I suggest, as a minimum, that a cost-of-living increase in social- 
security pensions be granted. Such a raise, the committee, I am sure, 
will find, should not be less than 10 percent. 


ALLOW PENSIONER TO EARN MORE 


Under present law, a social-security pensioner is permitted to earn 
only $1,200 a year without such income affecting his pension. If a 
pensioner earns more than the $1,200 in a calendar year he is deprived 
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of 1 month’s pension for each $80 earned above $1,2000. I suggest 
that the committee should permit the pensioner to earn $1,500 a year 
instead of the $1,200 earned income now allowed and that the pen- 
sioners also be not deprived of any month of his pension until his 
earnings exceed by $125 the $1,500 of allowable income. This would 
be most helpful to many pensioners who still, while aged, have limited 
income earned from part-time employment. I refer you to my bill, 
H. R. 4288, which covers this proposal. 

Two years ago the eligible age for women was lowered to 62 with 
strings attached to the proposal. Under the age 62 limitation widows 
may draw their full pension to which they are entitled instead of 
having to wait as was formerly the case until 65. 

However, women whose husbands are still living and women who 
are entitled to social security in their own right by virtue of their 
own earnings while made eligible 2 years ago for social-security bene- 
fits at age 62 are required to accept less than their full pension if they 
elect to take the pension at age 62 instead of waiting until 65. 

This provides a complicated setup in administration and in my 
opinion it would be much better if all entitled women were made 
eligible to draw the full amount of pension to which they are entitled 
at age 62. 

I introduced bills to make women eligible to start drawing their 
pension at age 60. 

I would like to see this done. However, your committee and Con- 
gress, in former years, has refused to go below 62 as the qualifying 
age for women. If it is your decision to stick to age 62, instead of 
making women of 60 eligible for the pensions, then I do hope you will 
permit all qualified women to draw their full pension at age 62 and 
not continue the present provision which compels many women to 
start drawing the pension at age 62. 

I realize that all requests cannot always be granted by Govern- 
ment. The most urgently needed reform in social security is to raise 
the monthly pension rate so that the aged who now are on this social 
security pension system will receive a larger pension each month to 
meet the rising cost of living which has occurred. 

Under present law a widow of an insured worker receives a social 
security pension for the support of a fatherless child until the child 
is 18 years of age. The pension to the widowed mother for the sup- 
best of the orphaned child is shut off at age 18. I introduced on 

ebruary 18, 1957, as did Senator Javits of New York, a bill (H. R. 
4934) which would continue the social security allowance to widows 
of a minor fatherless child until 21 years of age, provided the child 
regularly attends school. 

I hope the committee will accept the provision of my bill to con- 
tinue benefits to the mother of a fatherless child until age 21 if they 
attend school. Without this provision written into the social security 
law many fatherless children will be deprived of a chance to obtain 
a college education, and in some cases even to complete high school. 

I thank the committee for this opportunity to suggest to it what 
I consider desirable and worthwhile improvements to the social 
security law. 

The CHarrMan. Our next witness is Hon. Carl D. Perkins, Con- 
gressman from Kentucky. 
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Mr. Perkins, you are recognized, sir. You represent the Seventh 
District of Kentucky, do you not? 
Mr. Perkins. Yes, Mr. Chairman. 


STATEMENT OF REPRESENTATIVE CARL D. PERKINS, OF 
KENTUCKY 


Mr. Perxrns. Mr. Chairman and members of the committee, I ap- 

ear here today to make some observations on social security. I be- 
sl we have a responsibility to the American people to review the 
provisions of our existing social security plan so that it may be main- 
tained as a system truly responsive to the changing needs of our 
people and the changing economy of our Nation. The committee is 
to be congratulated for recognizing the fact that, at the present time, 
another hearing is due. 

From my knowledge of the situation of hundreds of people in the 
district that I respresent, I am convinced that we must make certain 
very necessary changes in our social security system to bring it up to 
date: 

1. Increase benefits by at least 10 percent to bring them in line with 
the increases in the cost of living which have occurred since they were 
last revised. 

2. Also increase the share for public assistance payments so that 
the Federal Government will pay $30 of the first $35 and provide a 
larger proportionate share and a higher maximum for the medical 
care payments authorized by the 1956 amendments. 

3. Lower the retirement age to 60 for both men and women. 

4. Revamp the disability benefits provision adopted in 1956 so as to 
do away with the arbitrary requirement of age 50, repeal the “offset” 
which reduces or eliminates the payments to persons who are also re- 
ceiving another Federal or Veterans’ Administration disability bene- 
fit or workmen’s compensation payment, and, finally, see that the dis- 
ability program is properly administered by the Social Security Ad- 
ministration and that some method be found to speed up the snail- 
like pace of disability determinations. 

I must say I found it difficult to understand how the Secretary of 
Health, Education, and Welfare, in times such as we are now ex- 
periencing, found it possible to appear before this committee with a 
“hold the line” policy. His single legislative recommendation called 
for a new method of making wage reports which would alleviate 
some of the paperwork problems of employers. 

With respect to the much-needed increase in benefits, he noted that 
the consumer price index has increased by 7.7 percent since Septem- 
ber 1954, and that wages have increased on the average by 12 percent. 
But, following a pattern which has become too familiar with this 
administration, he suggested that any action to adjust the benefit 
structure be held up until another advisory council could be estab- 
lished to review the program. With regard to people or. public as- 
sistance he also took the position that no increase in the Federal share 
was warranted because— 


Over the years it has become increasingly clear that we have a deeper duty to 
those in need than the mere payment of dollars to relieve distress. 
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Most of our older people will feel, I believe, that the “mere payment 
of dollars to relieve distress” is a pretty important part of the job to 
be done by our social-security system. And I am not sure how long 
they can continue to wait for an advisory committee, not yet ap- 
pointed, to make up its mind as to the obvious fact that they need an 
increase in their benefits if they are to buy the barest necessities of 
life. 

It seems to me that the best way to increase purchasing power dur- 
ing this recession period is to add at least a 10 percent increase to the 
social-secur ity benefits, which are now totaling about $625 million per 
month. Such a benefit adjustment would add an additional $62 mil- 
lion a month to the economy in the kind of purchasing power which 
goes directly to the grocery store, the shoe store, and the business 
establishments throughout the community. 

The need for increased benefits for the people on the social security 
rolls is well known to all members of this committee. Within the last 
year we have witnessed the unusual sight of a spectacular rise in the 
cost of living at a time when the economy has been beset by a great 
drop in economic activity. The old folks on fixed pension income 
have seen their purchasing power diminish month by month. Be- 
tween April 1957 and April 1958 food alone has gone up almost 8 
points on the consumer price index. Moreover, it is increasingly 
difficult for older people to supplement their grossly inadequate bene- 
fits with outside earnings. 

Because of the rise in price levels, I am also firmly convinced that 
the Federal share of public assistance should be inc reased along the 
lines contained in a bill introduced by Senator Yarborough of Texas 
Under this proposal, the Federal Government would pay $30 of the 
first $35 of an average monthly payment and half of the rest up toa 
maximum of $65. 

I have been disturbed by the repeated emphasis on the part of the 
administration on the advisability of cutting back on funds for grant- 
in-aid public assistance plans. We know that the increase in the cost 
of living during the past few years has called for increased expend- 
itures on the part of State and local governments as they have at- 
tempted to meet their welfare needs more adequately. Moreover, these 
costs have also been increased by the dips in employment whic h have 
cut off the wages to many million American families. Such funds as 
are available for the needy are stretched thinner and thinner as un- 
employment benefits are exhausted and as job opportunities, particu- 
larly for older people, tighten up. It is obvious that more Federal 
funds are needed for our hard-pressed public assistance programs. 

I also believe the Federal share for the program providing medical 
vendor payments, which was initiated in the 1956 amendments, now 
on a 50-50 matching basis, should be increased so that in this program, 
too, the Federal share will be larger proportionately than the State 
share in about the same ratio as is used in other public assistance pay- 
ments to States. 

I am also quite mindful of the progress that has been made during 
the past 20 years in child welfare services for neglected children, 
children with physical or mental handicaps, and services to the crip- 
pled. I suggest increased authorizations in this field in order that the 
present programs may be expanded. 
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We know that 10 States which had made no vendor payments or 
had made them in nominal amounts in June of 1957 now have more 
generous plans, and that 6 other States have substantially increased 
their programs. Currently, 26 States of the 36 making vendor pay- 
ments are already averaging $5 or more per old-age recipient per 
month, and that this is not enough. An increase in the Federal share 
and, perhaps, a further increase in the Federal maximum for sharing 
from $6 per case to at least $12 for adult beneficiaries will be in the 
public interest as well as a great boon to the needy people of this 
country. 

I am greatly concerned that the retirement age be reduced to 60 for 
both men and women. A social-security benefit increase will be of no 
assistance to those workers who cannot qualify under the antiquated 
retirement age provisions of existing law. I have many older workers 
in my district who, for years, have been trying to find work so that 
they can stay alive until they reach retirement age. They have been 
displaced from the job they have held all their lives and have found 
that there are insurmountable obstacles to their return to the labor 
market. The only equitable solution to their problem, I am convinced, 
is to reduce the eligibility age to 60 years. I am aware of the fact 
that many pious words have been said about the need for creating job 
opportunities for older workers. But I believe that anyone who has 
talked with these older men and women, as I have, must know that 
any effort to bring about a lengthening of the average work life by 
words alone is about as effectual as King Canute’s order to the sea to 
stand back. These people have been looking for work for months and 
even years. Many are simply unable physically to work at the job 
they have held their entire working life. 

I certainly hope that the committee will thoroughly examine the 
new disability program which was established by Congress in 1956. 
My bill, H. R. 8774, would do away with the provision that a worker 
must be age 50 to be entitled to benefits. This requirement is at odds 
with the basic purpose of disability insurance, which is to compensate 
for loss of earnings because of total and permanent disability. A 
man disabled at 35, 40, or 45 is just as greatly in need of benefits as is 
a disabled man who is over 50. The tragic truth of the matter is that 
the younger man is much more likely to have a growing family. The 
denial of benefits merely on account of age not only causes great hard- 
ships for the disabled worker but also for his family, relatives, and 
friends. 

From your questioning of Secretary Folsom on the opening day of 
the hearings, I know that this committee is interested in how the 
Department of Health, Education, and Welfare is interpreting the 
definition of disability in the act. Mr. Chairman, I entirely agree 
with your statement to Mr. Folsom that a great many people are con- 
cerned with the rigid standards which are used in debmenitveis disa- 
bility and in the slowness of the disability determinations. 

On two occasions last year, I made statements on the floor of the 
House which called attention to what I considered to be deficiencies in 
the administration of the act. In aspeech on April 18, 1957, I pointed 
out that the basic pamphlet put out by the Department to inform 
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people of their rights did not once refer to the statutory language 
which Congress has used to define disability, but stated instead that— 
you must have a disability which is so severe that it prevents you from doing 
any kind of work. 

This seemed to me to explain partially, at least, the flood of letters 
that I was getting from disabled people who had been denied benefits. 
A man or a woman reading this publication could reasonably conclude 
that he must be completely and totally helpless to qualify for pay- 
ments. This, in my estimation, was not what Congress intended when 
it passed the 1956 amendments. 

en we passed the act in 1956 we were informed that the fund 
was overfinanced to the extent of about 0.08 percent of payroll; that 
contributions of 0.50 percent exceeded estimated benefits disbursement 
of 0.42 percent. Now, after a year of operation under the strictly 
administered definition of disability, we are informed that the pro- 
gram is overfinanced to the extent of 0.15 percent of payroll, or that 
estimated benefits payable are 30 percent less than the amount of 
money that will be deposited in the trust fund. 

The trustees’ report is even more revealing in its estimates as to the 
operations of the disability trust fund. As the following figures 
show, it is anticipated that income to the fund will continue to be 
disproportionately in excess of benefit payments: 


{In millions] 


Income (con- | Disbursements 
trib tions (hene“ts and 
and interest) | administrative 





expenses) 
cls Sep cr a gh PU ea Se $0" | $187 
ee Dak chen ad idk tab eibab aGwbal eed anetnsohnewnwe 949 | 266 
i a cciteesinciamiein inl denineinananen es 1, 343 719 


The effect this will have on the disability fund is shown by the 
following figures: 
End of year balance ( billions) 


i aan deeds os adc delamcig es iadlatais co lation advice $1. 06 
ai cide asinine vieeaisinlencnacridalipioanuninnoeetih ent sateetanandise 1. 37 
I a ica ls alin ae aan in smcgh ee ata hep sin anh ichaim grepilantininee 8. 62 


These are the intermediate cost estimates on the disability fund, but 
even under high-cost estimates the system is overfinanced. Under 
the high-cost assumption the fund would total more than $6 billion 
in 1970 and $16 billion by the turn of the century. 

Secretary Folsom maintains that this overfinancing is necessary 
because of the newness of the program. This, I would remind you, is 
precisely what he said about the estimated surplus in 1956. I re- 
spectfully suggest to the committee that if these cost estimates mean 
anything at all, we should try to have a program where benefits paid 
have some relation to the tax collected. It appears to me that the best 
way to put this new system back into balance is to administer the dis- 
ability provision in the manner that Congress originally intended. A 
disab ed individual can receive little solace from the thought that a 
growing surplus exists in the trust fund when the denial of benefits 
means that his very existence is threatened. 
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Another aspect of this program which I find particularly disturbing 
is the slowness with which disability determinations are being made. 
In some cases, delays in making a decision have meant that the dis- 
abled worker has died before his first check arrived. 

Finally, I hope the committee will consider the repeal of the dis- 
ability “offset” provision. Last year we took a step in the right di- 
rection by removing Veterans’ Administration service-connected dis- 
ability compensation from its purview. I believe, however, that the 
provision should be deleted in its entirety so that an individual’s 
disability payment will not be reduced by other Federal disability 

ayments, VA pensions, or State workmen’s compensation benefits. 
Ihe benefits based on age under the Social Security Act are not re- 
duced because of eligibility for benefits under other retirement pro- 
grams, and I can see no reason why this should not be equally true of 
disability payments. 

The “offset” provision is reducing or canceling many of the benefits 
of those individuals who have been awarded benefits under the dis- 
ability program. A total of 12,955 people who had been awarded bene- 
fits by April 1958 are not receiving any at all, because this offset com- 
pleeely cancels them. Another 31,976 of the people adjudged as 
eligible had their benefits reduced by more than three-fourths by the 
offset. For example, the average benefit payable to this group would 
have amounted to $87.72 per month but, with the offset, they received 
only $22.07 per month from social security. Thus, of the tiny total 
of individuals who had been awarded benefits by April of 1958, about 
one-fifth were in greatly reduced amounts, and some one-eighth were 
receiving no benefits at all because of this offset provision. 

Iam hopeful that you will remove that particular provision in the 
disability fund. 

I do not want to take up any more of your time, Mr. Chairman. I 
will recognize the other members here that want to put in their appear- 
ance, but I feel that the committee should take action increasing the 
benefits and overhaul the present disability provision. 

I thank you very much. 

The Cuarrman. Thank you, Mr. Perkins, for bringing to the com- 
mittee your views on this matter. 

Are there any questions ? 

(No response. ) 

The Cuatrman. Thank you, sir. 

Without objection, our colleague from Alabama, Hon. Kenneth A. 
Roberts, will be permitted to file his remarks in the record. 


STATEMENT OF REPRESENTATIVE KENNETH A. ROBERTS, OF 
ALABAMA 


Mr. Roserts. Mr. Chairman, I am appearing today in support of 
legislation would would amend the Social Security Act to correct in- 
equities existing in the cases of certain covered veterans and the fam- 
ilies of veterans. 

_ I shall confine my testimony to statements in behalf of H. R. 13046, 
H. R. 10707, and H. R. 10708, bills which I have introduced and which 
are pending before this distinguished committee. 
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While the authorship is not original, the first of these bills (H. R. 
13046) provides that the amount of social-security benefit based on 
disability will not be reduced by any benefit awarded under the laws 
administered by the Veterans’ Administration or Armed Forces based 
on disability. This legislation and other similar bills before you 
would amend that section of the Socal Security Act which was changed 
in 1956 by the adoption of Public Law 880, 84th Congress. 

For some time I have been concerned over the plight of veterans 
who are qualified to draw non-service-connected pensions for perma- 
nent and total disabilities and who are likewise qualified to receive 
social-security disability pensions. These veterans are in a unique 
dilemma. They are between the ages of 50 and 65; they are unable 
to earn a livelihood, and their expenses are exceedingly heavy. But, 
because of our social-security laws, they are not allowed to receive the 
full benefits they need and deserve under veteran and social-security 
plans. 

Let me tell you of a letter from a veteran which I recently read and 
which typified the situation with which I am concerned. This man, 
a 53-year-old World War ITI veteran, is receiving a disability pension 
of $66.15 from the VA. The Social Security Administration stipu- 
lates that he is properly qualified for a $90.40 monthly social-security 
disability insurance payment. But there is difficulty. The Social Se- 
curity Act now states that this man cannot receive $90.40 a month be- 
cause he is getting $66.15 from the VA. So the social-security people 
deduct the VA check from the social-security entitlement and pay the 
veteran $24.25. From both sources he gets a total of $90.40. There- 
fore, this veteran, though permanently and totally disabled, receives 
no more benefits than a person not a veteran who falls within the same 
social-security classification. In effect, the VA is called upon to sub- 
sidize social security in these instances. In the case of this particular 
veteran, this “subsidy” amounts to two-thirds of the social-security 
entitlement. 

In my estimation, this is an unjust situation and one which needs 
to be corrected. It is not fair to penalize these veterans by not allow- 
ing them to receive the full benefit of the social-security disability 
law for the reason that they are the recipients of the small disability 
pension which they deserve as disabled veterans. I respectfully call 
upon this committee to give every consideration to legislation such 
as mine which would amend the existing laws to rectify this situation. 

On related subjects, I would like to call to the committee’s atten- 
tion two other bills which I am sponsoring to help veterans and their 
families. 

These bills—H. R. 10707 and H. R. 10708—would amend section 
224 of the Social Security Act to provide that there shall be no offset 
against social security benefits for disabled persons on account of (1) 
disability retirement pay for members of the uniformed services, or 
(2) death benefits paid under laws administered by the Veterans’ 
Administration. 

I think attention should be given to both these cases. It is my un- 
derstanding that VA compensation and pensions to widows and most 
children of deceased veterans are not affected in the offset rules now in 
effect because these benefits are based on death rather than disability. 
However, death compensation and pensions to helpless children are 
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deducted from social security disability benefits because they are based 
both on death and on the helpless condition of the children. In this 
situation, H. R. 10708 would provide needed relief. 

Mr. Chairman, I sincerely believe that there is no justification for 
relating social security disability to the veteran benefits which I have 
discussed. To continue to allow these offsets to exist works undue 
hardship on those involved. I feel that the legislation which I am 
sponsoring would go a long way toward alleviating the inequities 
of these cases, and would protect these disabled veterans and these 
veterans’ families from being at the mercy of economic forces acting 
upon them. I believe such protection is deserved. 

Thank you very much for allowing me this opportunity to be heard. 

The CHatrMan. Our next witness is our colleague from Idaho, the 
Honorable Gracie Pfost. 

You represent the First District, do you not, Mrs. Pfost? 

Mrs. Prost. Yes, I do, Mr. Chairman. 


STATEMENT OF REPRESENTATIVE GRACIE PFOST, OF IDAHO 


Mrs. Prost. Mr. Chairman, I want to thank you and the members 
of this important committee for giving me time to appear before you. 
I will make my presentation as brief and to the point as possible. 

So far as domestic policy is concerned, no subject is of more com- 
pelling interest to the American people than social security. It has 

ome as synonymous with the American way of life as the 8-hour 
day and the 2-week annual vacation. Everyone wants the system op- 
erated on a sound, actuarial basis, but adjusted to be made as respon- 
sive to the needs of the people as possible. 

The rise in the cost of living, the recession, and other developments 
have made advisable a number of changes in the social-security system. 

I think we should be realistic, however, and not try at this late hour 
in the 85th Congress to make all of the adjustments which are needed. 
We should concentrate on the most compelling issues, which, in my 
opinion, are: 

1. Provide a 10 percent across-the-board increase in OAST bene- 
fits to those who have already retired. 

2. Increase to at least $1,800 the amount a person can earn each 
year and still draw benefits. 

3. Lower the retirement age for both men and women to 60, and 
allow them to draw full rather than partial benefits upon retirement 
age. 

4, Allow the totally disabled to draw benefits at any age. 

5. Increase the Federal Government’s share of the public assistance 
payments to the States to relieve the truly pitiful plight of our needy 
aged, blind, and physically handicapped. 

The most urgently needed revisions to the social-security system are 
those which would liberalize OASI benefits and increase welfare pen- 
sions. Public assistance rolls have gone up one third in the last year, 
with many people seeking public help for the first time in their lives. 
Benefit payments are so small in some States they do not provide even 
the necessities of life. OASI recipients are having almost as hard a 
time to make ends meet—the cost of living has increased over 7 per- 
cent since Congress provided the last across-the-board boost, in OASI 
benefits in 1954. 
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Since that time military personnel, classified civil service, postal 
employees, and Members of Congress have all had substantial increases 
in both their salaries and their retirement income. And only last 
Wednesday a measure became law to give some other retirees—those 
who formerly held jobs in the Federal Government—a 10 percent in- 
crease in their annuities. It is only fair that people who are living 
on social-security retirement and welfare pensions have their incomes 
increased, too. 

A nationwide study conducted recently by the University of Cali- 
fornia showed that about three-fourths of our older individuals and 
one-half of our older couples do not have enough to live on in health 
and decency. This is a serious indictment of the country which 
prides itself on being the richest and most enlightened in the world. 

An almost equally good case can be made for allowing those draw- 
ing OASI benefits to earn more than $1,200 a year. That is only 
$100 a month. Since the average OASI benefits are in the neighbor- 
hood of $70 a month, this means that outside earnings can step up that 
income to only $170 a month—a small sum with which to meet today’s 
inflated prices. The recommendation that this limit be raised from 
$1,200 to $1,800 is a most reasonable one. 

I also feel there is good justification for lowering the age at which 
both men and women can draw OASI benefits. Many workers are not 
well enough to continue in jobs after they are 60, but they have to 
hold on somehow because they cannot manage without either a job or 
their social security payments. Other workers who are financially 
able to retire before they are 65 would probably do so if they had the 
added incentive of the extra dollars their social-security benefits would 
provide. 

Since much of the unemployment in the current recession is amon 
young people who are just entering the labor market, the withdrawa 
of some of our older workers from their jobs would open up the way 
for these young people to go to work, and would reduce our levels 
of unemployment. 

I am greatly troubled by our lack of concern generally for the wel- 
fare of our senior citizens. Retirement should be a time of leisure 
and peace of mind. It should be made as comfortable and pleasant 
as possible for those who have given the best of their skills and talents 
and have now turned the reins over to others. Let us continue to cre- 
ate job opportunities for those alert enough and well enough to 
handle them in their later years—but let us also do what we can to 
dignify the later years of those who can no longer work. 

I also hope this committee will have the time to examine the new 
disability program which was enacted in 1956. Setting 50 as the age 
at which a totally disabled person can draw benefits is somewhat arbi- 
trary. A person can be just as disabled at 40 or 45 or 49, and just as 
much in need of assistance. A younger person is likely to have a 
growing family, and be more hard pressed for funds than an older 
one. Also, it appears that the standards as now set are too rigid, and 
it takes too long to determine eligibility. 

There are me a number of adjustments which should be made 
in the OASI provisions as they relate to dependent children. 

For example, an Idaho stepfather is faced with the full support of 
four minor stepchildren, whose mother died shortly after his marriage 
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to her, because it just happened that their natural father was not 
contributing to their support at the time he died. The natural father 
had a social-security account, but now his children are denied these 
benefits. 

A similar situation has arisen at the Nampa State School for Re- 
tarded Children. Some of the children there have been denied benefits 
because at the time of a parent’s death, that parent, through illness 
or for some other reason, had temporarily discontinued contributions 
to the school for the child’s care. Therefore, both the children in- 
volved and the school have been denied assistance they both need. 

I have sent letters previously to this committee explaining in detail 
the two cases I have outlined—and others—which indicate that the 
present law may be too rigid with respect to dependent children’s 
benefits. 

I will not take more of this committee’s time, Mr. Chairman. I have 
tried to sketch the main problems which I feel should be considered. 
There are many more—and I hope social security hearings can be 
scheduled early next session to give careful scrutiny to some of the 
other adjustments which should be made in the law. 

In closing, may I express my disappointment at the attitude of the 
Secretary of the Department of Health, Education, and Welfare on 
social security revisions. His major recommendation was that a new 
method be established for making wage reports to cut down paper- 
work for employers. This is important, of course, and I would favor 
such an adjustment. But it is difficult for me to understand how the 
Secretary could overlook the many problems confronting the bene- 
ficiaries of the social security system. It seems to me that, im these 
difficult times, both the administration and the Congress should be 
examining the social security law, first, in the light of its impact on 
the human beings who rely on it to meet needs they cannot meet them- 
selves. To fulfill its purpose the system must be adjusted to meet 
changing times. Otherwise it fails in its purpose. Our problem is to 
try to make the most urgent of these adjustments this session, within 
a sound, actuarial framework, so that it will provide security down 
through the years to all of those who are counting on it. 

Thank you for your courtesy in listening to me. 

The Cuarrman. The next witness is our colleague from Virginia, 
the Honorable Richard H. Poff. 

You represent the Sixth District, do you not, Mr. Poff? 

Mr. Porr. That is right, Mr. Chairman. 

The CuarrMan. You are recognized. 





STATEMENT OF REPRESENTATIVE RICHARD H. POFF, OF 
VIRGINIA 


Mr. Porr. Mr. Chairman, I think I shall not consume the time you 
have been gracious enough to allocate to me. However, I believe the 
matter which I will present will appeal to your sense of equity, be- 
cause it would relieve a grievous hardship imposed on a relatively 
few people, at a minimum cost. 

T welcome this opportunity to testify in support of a bill which I 
introduced on April 28, 1958, H. R. 12194, to amend the Social Secu- 
rity Act to authorize insurance benefits for a dependent adopted 
child effective upon the entry of the final order of adoption. 
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Under current law, such benefits do not accrue until 3 years after 
the date of adoption. I am told that the 3-year period was incor- 
porated in the law as a precaution against abuse by those who might 
adopt chiidren for the sole purpose of increasing the family’s social 
security benefits. In my judgment, this is an unrealistic danger and 
an unnecessary precaution. 

Under the adoption laws of most States, the child is admitted to 
the home of its adoptive parents under an interlocutory court decree 
which grants conditional custody for 1 year. During that year, fre- 
quent supervisory visits by constituted State authorities are required. 
1f the adoptive parents fail to exercise proper parental influence, fail 
to demonstrate appropriate parental devotion, fail to make adequate 
provision for the child’s physical, mental, and social welfare, or fail 
in any other particular to meet the requirements of the State adop- 
tion laws, the interlocutory decree is vacated and the child is re- 
manded to the custody of its natural parents or the child-placement 
agency, as the case may be. On the other hand, if all statutory re- 
quirements are met, the interlocutory decree is merged by the court 
with the final order of adoption. 

Effective with the date of entry of the final order, the adoptive 
parents stand in loco parentis to the child and assume all legal rights 
and obligations incidental to and incumbent upon natural parenthood ; 
and the child assumes all the legal rights and obligations of a natural 
child. The child becomes an heir-in-law, and in most States, the child 
is required by statute, as soon as he reaches the legal work age, to sup- 
port a disabled parent, whether natural or adoptive. 

Mr. Chairman, the rigid eligibility criteria and the exacting regu- 
tory provisions of State adoption statutes preclude the possibility of 
abuse of the social-security program by greedy adoptive parents, and 
ane? the 1-year period is sufficient to resolve the question of good 

aith. 

I submit that it is and should continue to be the policy of govern- 
ment to encourage rather than discourage the humane act of adop- 
tion of dependent children. The Federal Government recognizes the 
social validity of that policy and gives it positive effect in the internal 
revenue laws, under which an adoptive child is eligible for a depend- 
ent’s income-tax exemption of $600 in the taxable year in which the 
final order of adoption is entered. 

I am advised by the Director of the Bureau of Old-Age and Sur- 

vivors Insurance that the passage of this legislation— 
would add no appreciable cost (less than 0.01 percent of payroll) to the * * * 
program. 
Indeed, very few workers approaching the retirement age of 65 and 
even fewer workers already retired will adopt young dependent 
children who would be covered by this amendment. As a practical 
matter, the amendment would affect primarily orphans or semiorphans 
adopted by grandparents or older collateral kindred. 

I hope it will be possible for the Committee on Ways and Means to 
give this legislation favorable consideration at this session of Congress. 

Needless to say, Mr. Chairman, this bill was prompted by an actual 
case which arose in my own district. In the 6 years I have served here, 
it is the only case of its kind which has come to my attention. In this 
particular case, both parents of young children were killed simul- 
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taneously in an automobile accident. No other person was availa- 
ble to care for these children except the grandparents, who at that 
time were 65 years of age and eligible for social-security benefits. 

They proceeded with the adoption process. The child was admitted 
to their home under temporary custody under an interiocutory decree, 

Under Virginia law, at the termination of the 1-year period, that 
interlocutory decree will be merged into a final order of adoption. At 
that time, as I have stated in my prepared statement, the child as- 
sumes all of the rights and obligations of a natural child, and the 
_ assumes all the obligations of a natural parent to that child. 

et, under the social-security law as it is written today, these parents 
will not be eligible for benefits on account of these children until the 
expiration of a 3-year period. 

The sole burden of my argument is that there is no reason for this 
3-year delay, no reason in policy or practice for this 3-year delay. It 
seems to me, gentlemen, that this is a case which cries out for equitable 
relief, and which I point out again would cost a minimum amount of 
money. 

Thank you, sir. 

The Cuarrman. Mr. Poff, we thank you, sir, for bringing to the at- 
tention of the committee this situation. 

Your bill would amend section 216 (e) of the existing law with re- 
spect to the adopted child of a living individual. Isthat right? 

Mr. Porr. Yes, sir. 

The Cuamman. Your bill would not change the situation with re- 
spect to the adopted child of a deceased individual. 

Mr. Porr. No, it would not have that effect as presently written. 
However, I think that the law should be amended to give the same 
rights to the widow of a deceased worker when both the deceased 
worker and the widow had adopted minor children. 

The Cuatrman. In the case of the deceased individual, a stepchild 
or an adopted child had to be in the family for a year before benefits 
would be available. 

Mr. Porr. In other words, under the present law they are already 
covered after a year. 

The Cuatrman. After a year. The stepchild or adopted child must 
have been in that status for a year before they would be eligible for 
the survivorship benefits. 

Mr. Porr. I assume that that means a year after the entry of the 
final order of adoption, rather than the interlocutory decree. 

The Cuairman. I would assume that is right. I am not clear on 
that point. 

Thank you, sir, again for bringing this point to the attention of the 
committee. 

Our next witness is Hon. Jack Westland, our colleague from the 
Second District of the State of Washington. 

You are recognized, Mr. Westland. 

Mr. WestTLANpD. I have a prepared statement, Mr. Chairman, which 
I would like to read. 

The Cuarrman. Allright, sir. 
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STATEMENT OF REPRESENTATIVE JACK WESTLAND, OF 
WASHINGTON 


Mr. Westianp. This morning I wish to discuss briefly three bills I 
have introduced to amend the Social Security Act. One of these bills 
H. R. 2845, is at the present time only concerned with the State of 
Washington, although the principle of the bill has wider application, 
and if enacted it could become important to other States as well. 

A second bill, H. R. 12318, is applicable for the State of Washing- 
ton and any other States—and I understand there are several—which 
have passed legislation providing that if Federal laws permit, the 
first $50 per month of earned income of any recipient of old-age assist- 
ance, aid to dependent children, or disabiliey assistance who is other- 
wise eligible may be retained by the recipient without affecting his 

ant. 

Finally, a bill which would apply to everyone drawing social secu- 
rity benefits, with the exception of persons over 72, H. R. 12673. This 
bill would allow recipients of social security to have outside earned 
income and social-security benefits to a total of $4,200 annually with- 
out deductions from their social-security benefits. I might add for 
the committee’s benefit that I have had a wider response on H. R. 
12673 than perhaps any bill I have introduced during my career in 
Congress. 

Turning first to H. R. 2845, in 1955, the Washington State Legisla- 
ture established a program aimed at the reduction of dependency by 
providing vocational rehabilitation services to selected nondisabled 
tea recipients. The project has been financed entirely 

State funds, and responsibility for its operation is assigned to the 
tate board for vocational education. Its purpose is to restore recipi- 
ents of public assistance to self-support or the reduction of 
dependency. 
he 1956 public-assistance amendments to the Federal Social Secu- 
rity Act (Public Law 880, 84th Cong., 2d sess.) make Federal support 
available on a matching basis to States providing services aimed at 
restoring public assistance recipients to self-support. The amend- 
ments limit, however, the use of any Federal funds to expenditures 
made by personnel of the public-assistance agency. This has the 
effect of making Federal support available to the State of Washington 
for a program such as the one already established but not through the 
agency designated by State law to provide such services. 

I introduced H. R. 2845 to allow Federal funds to be used by the 

States agency of the— 
local agency administering the State plan in the political subdivision, or which 
are provided (under agreement with the State agency) by the staff of any other 
agency of the State government. 
The Department of Health, Education, and Welfare has refused to 
recommend approval of this legislation. Although it recognized the 
ag of the work being done in Washington, the Department stated 
that— 


Our point of view is necessarily related to the national implications of pro- 
posals for changes in the Federal law that are based on developments in a par- 
ticular State. Often what are worthy developments in one State would distort 
normal and effective interprogram relationships in other States, and it would 
not be consistent with the Federal responsibility in the development of sound 
programs to make changes in the Federal law under these circumstances, 
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I have discussed this matter at considerable length with representa- 
tives of the Department and representatives of the Washington State 
Board for Vocational Education, and I must say that I am entirely 
unconvinced by the arguments of the Department. I see no danger 
that Federal moneys will be improperly spent or that— 


normal and effective interprogram relationships in other States 


would be distorted. No controls which the Department presently 
has over State programs would be jeopardized by H. R. 2845. 

It certainly makes sense to me to have an overall vocational rehabili- 
tation program which serves everyone, including persons on public 
assistance. It makes better sense than to require the vocational re- 
habilitation program to be broken down so that a separate program 
must be set up for each specific group. The Washington program is 
unique, and it is proving to be extremely effective. Certainly, the Con- 
gress did not contemplate putting the States in a straightjacket and 

enalizing this sort of initiative which is proving to be such a positive 
help for public-assistance recipients, and which is returning them to 
a useful life, without the necessity of continued public support. 

In considering H. R. 12318, I am particularly interested in the pro- 
vision which affects individuals receiving disability assistance. I am 
acquainted with cases in my own district, and I am sure every other 
Member of Congress has similar instances in his district, where an in- 
dividual becomes totally disabled and is forced to become dependent 
on public assistance. Each one of these persons has as his goal the re- 
sumption of a useful, productive life. 

In some cases these individuals will remain public charges the rest 
of their lives, and no amount of vocational rehabilitation can help 
them. Many, however, through State vocational rehabilitation agen- 
cies, such as I mentioned previously, are taught an occupation or trade 
and are able to begin earning at least a part of their livelihood. In 
most cases they do not earn very much, and they probably will be 
always at least partially dependent on public assistance. But under 
existing legislation, as soon as such a person tries to get a little bit 
ahead, his public assistance check is reduced, and he is back where he 
started. 

Let me quote briefly from the letter of a constituent, who puts the 
problem very succinctly : 

Now the point is this, although I have been duly classified as 100 percent dis- 
abled from the standpoint of holding a job, I feel I can still earn my own way 
or at least a substantial part of it if I can ever get around this vicious deduc- 
tion setup. No doubt there are others in the same position. I have no gripe 
against the explanation that society and the general economy cannot give us an 
amount that might constitute a decent standard of living. I do have a gripe 
against any regulation whatsoever that says we cannot make the difference 
between what we are allowed and a decent standard of living for ourselves if 
we can so contrive. 

The State of Washington and other States have gone half-way. The 
Federal Government can do no less than go the rest of the way. 

Finally, H. R. 12673. This bill concerns itself with two problems. 
First, the adjustment of the obsolete $1,200 exemption from earnings 
for social-security recipients. Secondly, with the inherent inequity 
in the system which allows one recipient’s total income to be greater 
than another person’s under the same program. 
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For example, a couple that receives benefits of $102.80 a month and 
earns the maximum sum allowed without loss of benefits has an an- 
nual income of $2,433.60. On the other hand, a couple that receives 
$162.80 a month in benefits and earns the same maximum sum, $1,200 
has an annual total income of $3,153.60. Under my proposal both 
couples could have equal total incomes of $4,200. The amount of 
the social-security benefit is necessarily based on earnings. But it 
does not seem just to penalize, after retirement, a person who may 
be entitled only to a smaller benefit by setting an inflexible earnings 
maximum for all persons regardless of the size of their social-security 
check. While it is apparent that earnings must be the criterion for 
the size of the social-security payment, it does not seem fair to con- 
tinue the inequity of total income after retirement. 

I am fully aware of the arguments against raising the $1,200 ex- 
emption. While my total earnings figure of $4,200 does not neces- 
sarily represent an immutable amount, the fact is certainly recognized 
that $1,200 is a totally unrealistic amount under present conditions. 
I have received literally hundreds of letters from persons who are 
now receiving social-security benefits, saying that they cannot make 
a decent living on their social-security payments plus $1,200. Nor 
are they able to find work which will allow them to entirely forego 
their social-security benefits. These people are caught on the one hand 
by the cost of living and on the other by an out-of-date limit on their 
earnings. 

Let me emphasize again that I am more interested in the principles 
established by H. R. 12673 than in the actual figure of $4,200. To 
me this seems a reasonable figure, but the important thing is to do 
something about equality of income and the archaic $1,200 exemption. 
These matters are of paramount importance to those on social se- 
curity. The immediate effect of my bill would be the easing of their 
financial problems for our senior citizens. It would let them earn 
more, thereby raising their standard of living. They would spend 
more and thus increase their contributions to the economic well-being 
of the Nation. 

Mr. Chairman, I appreciate the opportunity of appearing before 
the committee and discussing these three bills. I believe the prin- 
ciples with which they are concerned are important and should be 
incorporated into the Social Security Act. 

The CHarrman. Mr. Westland, we appreciate very much your com- 
ing to the committee and discussing these three bills that you have 
introduced. 

We thank you, sir. 

Are there any questions? 

Mr. Hotmes. Mr. Chairman, I have a comment. 

The Cuatrrman. Mr. Holmes. 

Mr. Hotes. I want to compliment the Congressman from the State 
of Washington, who has very ably presented very important prob- 
lems that the committee should consider. I have listened with inter- 
est to the intelligent and objective way that you have presented them. 

Mr. WestLanp. Thank you very much. 

The Cuarman. Thank you, sir. 

Our next witness is our colleague from Alabama, the Honorable 
George Huddleston, Jr. 
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You represent the Ninth District, do you not? 

Mr. Huppuieston. Yes, sir. 

Mr. Reep. I would like to ask a question. 

The Cuairman. Mr. Reed. 

Mr. Reep. Has your father ever served here? 

Mr. Huppiesron. Yes, sir. My father represented the same dis- 
trict that I am now privileged to represent, from 1915 to 1937. I 
believe he served for a considerable number of years with you in the 
early days. 

Mr. Reep. He was a very able man, and a man of whom I was very 
fond. 

Mr. Huppieston. Thank you, sir. 

Mr. Chairman, I have been allocated 15 minutes by the committee, 
but I want to assure the committee hastily that I will not take any 
such length of time as that. I have a prepared statement which I have 
submitted to the committee, and I ask unanimous consent that that 
statement be incorporated in the record of these hearings. However, 
I wish to depart from that statement for the sake of brevity. 

The Cuatrman. Without objection, the statement will be included 
in the record. 


STATEMENT OF REPRESENTATIVE GEORGE HUDDLESTON, JR., OF 
ALABAMA 


Mr. Huppteston. Mr. Chairman, I appreciate this opportunity to 
appear before the committee in support of my bill, H. R. 2217, which 
I hope you will consider as meritorious legislation. It has the full 
endorsement of the executive committee of the Bir mingham, Ala., Bar 
Association and numerous attorneys as well. This bill would benefit 
widowed mothers and widower fathers whose wage-earning spouse 
dies while in the process of adopting a child, but before the adoption 
becomes final. 

Under the Social Security Act, widowed mothers and their minor 
children are entitled to social-security benefits if the father was work- 
ing i covered employment at the time of his death. We know how 
much this provision has meant to hundreds of widows and their 
children at a time of great tragedy. But even the best of provisions 
can sometimes produce an inequity and, when that happens, the law 
must be amended. 

The inequity in this particular situation arises out of the fact that, 
under existing law, an adopted child is not entitled to social-security 
benefits unless the adoption proceedings have been completed. This 
works a special hardship in Alabama—and in at least 17 other States— 
where a waiting period of up to 1 year is required after a court au- 
thorizes an adoption and before the decree becomes final. This simply 
means, as you can see, that in cases where the father dies during the 
required waiting period. the child is not entitled to benefits. 

Actually, this legislation is the direct result of a specific case in my 
district. A childless couple applied for the adoption of an infant 
child and were given custody of the baby. Under Alabama law, the 
child must live at least 1 year with the prospective parents after the 
filing of their petition before the court will enter a final decree. In 
this particular case, the husband died shortly before the expiration 
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of the 1-year waiting period. On schedule, the probate court entered 
the final decree, giving the widow custody of the baby. 

Surely there can be no question, under such circumstances, of the 
right of this child to social security benefits. The parents had taken 
the necessary first step by receiving the court’s authorization for adop- 
tion. In so doing, the father and mother agreed to assume full re- 
sponsibility for the care of the child. The child is certainly as dear 
to the mother today as if the final adoption proceedings had already 
taken place—and is no less dependent upon her. But because of a 
technicality in the law, the child’s right to a benefit, based on the wage 
record and contributions of his adopted father, is denied. 

Because I am convinced that this technicality works against the 
spirit of our social security system, I introduced, on January 7, 1957, 
a bill to correct this situation. My bill, H. R. 2217, would amend the 
Social Security Act to provide that a child shall be considered the 
adopted child of a deceased individual where that individual, before his 
death, had filed an appropriate petition for the adoption of the child. 

Everyone with whom I have talked recognizes immediately that, 
through an oversight, the intent of the social security law is being dis- 
torted in these particular cireumstances. The support for this Tegis- 
lation has been especially warm and strong on the part of attorneys, 
judges, and other citizens interested in the welfare of adopted children. 
A resolution of the executive committee of the Birmingham Bar Asso- 
ciation has endorsed this proposed legislation. I strongly feel that 
the great problem faced by a widowed mother and her adopted child 
in one Alabama home, through a mere technicality of the law, should 
be alleviated by the enactment of my bill for the sake of all mothers 
in similar circumstances. 

The cost of this change in our social security law is, of course, 
negligible, because it does not affect many people. But the very fact 
that only a few families will benefit by this bill makes it no less im- 
portant in my mind. For we are concerned here with the fate of a 
widow and an orphan—and it is our proud tradition as a country that 
they shall not be in want. 

We are concerned here with parents who were required to demon- 
strate their unique qualifications for parenthood before adoption pro- 
ceedings could begin. They have proved their humanity and their 
Christianity by showing concern for “even the least of these” when, 
with the court’s sanction, they brought the child into their home as 
their own. 

We are concerned with a child greatly in need of the loving care and 
affection which this home can provide. And, finally, we are concerned 
with an inequity which arises because tragedy befalls that home with 
the sudden death of the father. 

There are many reasons why I believe this bill is important. | First 
of all, as I have said, it will provide for this Alabama mother and 
her child the kind of protection social security was designed to fur- 
nish when the husband and father dies. This is the first and primary 
consideration. 

But, to my mind, this kind of legislation represents, as well, the kind 
of concern for the welfare of our children—all of our children— 
which is part of our creed as Americans. Indeed, it may well be that 
the greatest contribution which America has given to the world is our 
special realization of the rights of children in a world of adults. 








SOCIAL-SECURITY LEGISLATION 1051 


For many years, our governments—Federal, State, and local—have 
recognized the vital importance to the Nation of our children. A 
whole gamut of activities directed toward their total well-being has 
been developed in the fields of providing basic health, welfare, and 
educational programs that center on the development of a healthy per- 
sonality in each and every child. We have, very appropriately, I am 
convinced, put special emphasis upon programs which will strengthen 
the family and assure community resources that can help families to 
give their children a good start in life. 

For more than 40 years the Children’s Bureau has been gathering 
facts about children and ways of caring for them, under its mandate 
to investigate and report “upon all matters pertaining to the welfare 
of children and child life among all classes of our people.” 

We are proud of the fact that the United States is rich in children. 
Right now, as a Nation, we are growing young faster than we are 
growing old. During the period 1940-52, the population under 5 
years increased 63 percent. It is because, I believe, that we have a 
special obligation to protect the rights of each one of these children, 
that I have been glad to sponsor a bill which would protect the rights 
of a few who are penalized under existing law because of special cir- 
cumstances completely beyond their control. 

Although 30 States provide for adoptions to become final almost 
immediately, 9 States require a waiting period of 1 year after the 
filing of the interlocutory decree and before a final decree can be 
entered. Five States provide for waiting periods of 6 months and 
4 other States have provisions for waiting periods of less than 6 
months. In any of these 18 States, the death of the adopting parent 
before the adoption becomes final would mean that social security 
benefits could not be paid for the child under the present law. 

Mr. Chairman, there certainly appears to be an inequity in such 
situations. Under existing law, a aan mother with a young child 
on her hands is denied benefits for the child’s sake at a time when 
she most needs financial assistance. This is a hardship which should 
not be allowed to exist. My bill, H. R. 2217, will rectify this unfor- 
tunate situation and I strongly urge the committee to approve this 
much-needed legislation. Thank you. 

Mr. Huppteston. The fact that I will not use my full 15 minutes 
by no means indicates that the matter I wish to discuss with the com- 
mittee is not of great importance and entitled to the very close and 
careful consideration of the committee. 

On March 18, 1955, I introduced in the 84th Congress, 1st session, 
a bill, H. R. 5002; then again, on January 7, 1957, on the Ist day of 
this term, I introduced the identical bill, H. R. 2217, and it is 2217 
which I wish to discuss with the committee at this time. 

This bill would amend clause 3 (A) of section 216 (e) of the Social 
Security Act, which provides for a definition of the term “child.” 
The amendment would change the definition of the term “child” to 
include the following : 

Subsection (A) : 

An adopted child or a child who was actually being supported by such de- 
ceased individual at the time of his death, if at such time the petition for adop- 
tion of such child, duly filed by such individual, was pending in a court of com- 
petent jurisdiction. 


28110—58——68 
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Under the existing law, a child is among other things defined as an 
adopted child without more. That term “adopted child” has been in- 
terpreted to mean a child regarding whom the final decree of adoption 
has been entered. 

ooo of the States in the Union have a procedure whereby an 
interlocutory decree, referred to by the gentleman from Virginia, Mr. 
Poff, is entered first, and then, after the passage of a period of time, a 
final decree is entered if, in the opinion of the court, the adopting 
paces are determined to be the proper people to have custody of the 
child. 

Nine of the States in the Union require that that final decree not 
be entered for 1 year after the entering of the interlocutory decree. 
Five additional States have a period of 6 months which must elapse 
between the time that the interlocutory decree is entered and the 
time the final decree is entered, and 4 additional States have a period 
of time varying, less than 6 months. 

This matter was brought to my attention by several cases in my 
own district, and may I say that the statutes of Alabama require that 
a 1-year period elapse between the time that an interlocutory decree 
is entered and the final decree is entered. 

Several cases came to my attention from Alabama in which parents 
had applied for the adoption of children, had been granted interlocu- 
tory decrees giving them the temporary custody of the children, and 
then, between the time that the interlocutory decree was entered and 
the time that the final decree would have been entered, the adopting 
father became deceased, and then in due course the final decree was 
entered in favor of the adopting mother. 

These children, since the parent who was in covered unemployment 
under the Social Security Act was deceased at the time the final 
decree was entered, were not eligible for any benefits under the OASI 
provisions of the act. 

It seems to me that this is a serious inequity and a grave injustice, 
and an amendment along the lines of what I have suggested in my 
bill, H. R. 2217, would be in order for consideration by the committee. 

I do not want to take up any further time of the committee, but I 
do urgently request that the committee give this matter its careful 
attention. 

The Crarrman. Mr. Huddleston, Mr. Poff described the situation 
of the adopted child provision as it relates to the living individual 
covered under social security. You are discussing the situation of 
the deceased individual covered by social security and the effect of 
law on the adopted child of such an individual. 

Mr. Huppieston. That is correct. 

The CHarrman. What change would you make with respect to 
section 216 (e) to take care of the situations that you have in mind? 
How would you have the law read ? 

Mr. Hupp.eston. My bill does not change the law with respect 
to adopting parents who retire within the 1-year period, or whatever 
the period of time is for that particular State, after the interlocutory 
decree is entered, and I do not attempt to pass judgment on that 
yarticular situation. My bill relates only to adopting parents who 
Bashene deceased before the final decree is entered. 
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The language of the bill which I have recommended is as follows: 


An adopted child or a child who was actually being supported by such de- 
ceased individual at the time of his death if, at such a time, a petition for 
adoption of such child, duly filed by such individual, was pending in a court 
of competent jurisdiction. 

The Cuairman. You would include that language in section 216 (e) 
after the phrase in subsection (A), “An waned child,” and you 
would further define what an adopted child is? 

Mr. Huppixston. That is correct. It would add an additional 
definition to the term “adopted child,” in addition to what that term 
has already been defined to be by the Social Security Administration 
and the people who administer the Social Security Act. 

The Cuatirman. You would not change, however, the requirement 
that the benefit itself to such a child could not be paid sooner than 1 
year immediately preceding the day on which such individual died? 

Mr. Huppteston. I would not change that, Mr. Chairman. 

I think that my view of amendments to the social-security law is 
pretty much in accord with that held by many members of the com- 
mittee that amendments to the social-security law should be ap- 
proached with caution and with ample investigation as to all of the 
various aspects and ramifications. 

My amendment would merely change the definition of the term 
“adopted child.” 

The CHarrman. Have you been advised by the Social Security 
Administration of the cost of your amendment, payrollwise? 

Mr. Huppteston. I have not. I do not know whether the committee 
has received a report from the Department or not. 

The Cuarrman. Iam not certain that we have. 

Mr. Huppiesron. At the time I introduced the bill in 1955 and 
again in 1957, I requested that reports be rendered as promptly as 

ossible, but I do not have the information as to whether the reports 
1ave been submitted to the committee. 

The CHarrman. I would imagine that the cost of your proposal 
would undoubtedly be rather slieall 

Mr. Hupptestron. I think it would be negligible, Mr. Chairman. 
There are so very few of these cases, that I would say it would not 
amount to anything. As a matter of fact, it could not amount to any 
considerable figure. 

The Cuarman. Are there any further questions? 

(No response. ) 

The CuarrMan. If not, we thank you, sir, for bringing to the com- 
mittee this discussion of your bill. 

Mr. Huppieston. Thank you, Mr. Chairman. 

The CuarrmMan. Our next witness is our colleague from New York, 
the Honorable Alfred E. Santangelo. 

It is my understanding that you represent the 18th District. Is that 
right ? 

“Mr. Sanrancexo. The 18th District; that is right. 

The CuairmMan. You are recognized, sir. 
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STATEMENT OF REPRESENTATIVE ALFRED E. SANTANGELO, OF 
NEW YORK 


Mr. Santanoevo. Mr. Chairman, I have presented already to the 
members of the committee a statement, and I would like to take this 
opportunity to present a statement in support of my bill H. R. 6032, 
which provides that tips and gratuities be included as wages under 
the old-age, survivors, and disability insurance program. My bill 
will correct an injustice, increase revenues, and will make realistic 
the social-security benefits for service workers. 

You gentlemen are certainly aware that tips and cash gratuities are 
considered as wages for income-tax purposes. At the same time, tips 
and cash gradtuities are disregarded for the purposes of social- 
security benefits. Such a situation is obviously unfair and unrealistic. 
The only reason that tips were excluded originally in computing 
social-security benefits was that it was thought that to include them 
would be impracticable, and there was a desire not to encumber the 
social-security system with difficult administrative problems. Ex- 
perience and time demonstrated that those deficiencies and difficulties 
no longer obtain. Experience shows that a workable plan of com- 
puting tips is not only possible, but also administratively practicable. 

Eight States and the District of Columbia require that tips and 
gratuities be treated as wages received from the employing unit. I 
understand that Rhode Island is one of those. Unemployment com- 
pensation regulations in 14 other States under certain conditions 
recognize tips as wages, such as where an employee gives an account- 
ing to his employer of his tips or where tips contribute more than 
50 percent of the employee’s om earnings. Illinois, I think, is one 
of the States in that category. In the State of New York, in an 
analogous situation, namely, the computation of taxes on board and 
lodging, tips and gratuities for unemployment insurance purposes, 
the New York State Industrial Commission has issued rules which 
solve the problem inherent in the situation. 

I believe that my bill offers a satisfactory and workable solution 
to the difficulties of computing tips and cash gratuities. Under its 
provisions, the employee will inform his employer of the amount of 
tips received during a given month within 10 days after the close of 
the month and turn over to the employer the amount necessary to 
pay the employee’s share of the social security tax on the tips. 

An alternative method of determining the amount of tips received 
by certain types of employees is provided in the bill. If the em- 
am chooses, he may use this method of reporting tips rather than 
9 compelled to keep a strict account of every cent received. 

I analyzed the bill and presented for your perusal an analysis of 
my bill, which is divided into four sections. 

Section 1 of the bill adds a new paragraph to section 209 of the 
social-security law and provides that tips and other cash gratuities 
received by an employee in the course of employment from persons 
other than his employer shall be considered remuneration for pur- 
poses of payment of social-security taxes as provided for under 
chapter 21 of the Internal Revenue Code of 1954. 

Section 2 of the bill adds another paragraph to section 3121 of the 
Internal Revenue Code of 1954 and provides that tips and cash gra- 
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tuities customarily received by an employee in the course of employ- 
ment from other than the employer shall be considered remuneration 
for purposes of social security. 

Section 3 of the bill adds a subsection (p) to section 3121 of the 
Internal Revenue Code of 1954, and this subsection (p) is divided 
into four parts. Each part sets forth a method for the computation 
of tips and cash gratuities for purposes of social security. The 
amount of tips received is the actual amount received or, in the al- 
ternative, an estimated amount based on experience and set forth in 
a schedule. 

Subsection (P); subdivision (1) on page 2 of the bill provides that 
where an employee within 10 days after close of any month reports 
to his employer the amount of tips which he received during the 
month and pays to his employer the required rate of social security 
taxes, then the total amount which the employee reported shall be 
considered remuneration paid to him by the employer, and the sum so 
paid shall be treated by the employer as though it had been deducted 
from wages. 

Subsection (p) (2) provides an alternative method for computin 
tips as wages for nine designated groups of employees. It sets fort 
a schedule of tips. This part oF the bill provides that in lieu of 
actual tips received by the employee, he shall report an amount which 
experience shows service groups on the average receive. The nine 
service groups and the amounts which they are deemed to have re- 
ceived in lieu of reporting actual tips and cash gratuities are as 
follows: 

1. Beauty parlor operators: 10 percent of basic wages. 

2. Service employees in restaurant: 714 percent of amount charged 
for food served by employee; however, if employed at counter or 
drugstore, 5 percent of amount of food served by employee during 
month. 

8. Dining room employees in American plan hotels and in eating 
clubs: $2 per day for full-time employees for waiters and waitresses 
and $1 per day for full-time busboys. 

4. Hotel service employees (such as bellhops, porters, baggage 
porters, or doormen) : $2 per day for full-time employees. 

5. Taxicab drivers: 121% percent of total bookings if cab operated 
in city of 100,000 or more, or $9 per week in any other case. 

6. Barbershop employees: 15 percent of base wage for barbers; 25 
percent of base monthly wage for manicurists; 5 cents for each cus- 
tomer for shining shoes or brushing. 

7. Baggage porters in bus and airline terminals: $2 per day where 
employees worked at least 7 hours; 30 cents per hour if worked less 
than 7 hours. 

8. Pinboys at bowling alleys: 2 cents for each game boy sets up. 

9. Maritime service employees—fulltime: Bartender, $1.70 per day ; 
bellboy, $1.80 per day; deck steward, $2 per day; head waiter, $3.35 
per day; night steward, $1 per day; room steward, $2.90 ya day; 
salon steward, $1.75 per day; stewardess, $1.65 per day; and waiter, 
$2.50 per day. 

Subsection (p) (3) on age 6 of the bill provides that under certain 
conditions, no tips shal included as remuneration for social- 
eae purposes. Tips or cash gratuities shall not be included 
where: 
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1. Acceptance of tips or gratuities is not allowed. 

2. Notice is displayed that tips are not allowed. 

38. Employer adopts reasonable means to insure that tips or cash 
gratuities are not received. 

4, Employer submits to the Secretary a statement setting forth that 
tips are not allowed, and methods to obtain compliance by customers 
and employees. 

Subsection (p) (4) on page 7 of the bill provides that an employer, 
upon his election or at the request of the employee, may withhold 
from the base wage the social-security taxes on the amount of tips 
which he estimates the employee will receive. 

Section 4 of the bill deals with the effective date of law and pro- 
vides that the amendments shall apply only to tips received on and 
after the first day of the second month which begins more than 10 
days after the enactment into law. 

he custom of rewarding a person for satisfactory services rendered 
is an ancient one. This custom has become highly formalized with 
the development of our social habits. Considerable discussion is 
devoted to it in our best etiquette books. It has also become a fixed 
part of our economic system and, as a result, millions of our workers 
ard depend upon the receipt of gratuities or tips in order to earn a 
iving. 

On occasions I have represented some of the service workers, like 
the shoeshine men and pinboys, and I find that all these tips that they 
receive are not includable, and they receive such a low-base wage that 
when they are eligible to receive their social-security benefits, the 
amount of money they receive is totally unrelated to the amount of 
money upon which they have been paying income taxes. 

So I happen to have a personal familiarity with the sacrifices and 
the problems with which these service workers have been faced. 

We are all aware, each time we eat in a restaurant, get a shoeshine, 
have our luggage handled, that the person serving us must depend 
upon our tipping him for a substantial portion of his or her daily 
wages. It is now part of the system governing the relations of these 
persons with their employers. 

As I understand, a great many of these personal-service personnel 
would like to see the system changed. They would prefer to have an 
assured weekly wage and have the cost of their services taken up in 
the bill presented by the employer to the customer. This, of course, is 
a subject which is beyond the power of a legislature to handle. 

These people, however, have another problem, one for which the 
Congress, and this committee in particular, should take responsibility. 
They are denied the benefit of social-security coverage of that portion 
of their income which comes directly from the customers they serve. 
Only the low-basic wage, which they receive from their employer, 
may be credited as wages under the present law, except in a small per- 
centage of cases where the employer requires the employee to account 
to him the amount of tips. The injustice of this treatment is mani- 
fest. When these people become eligible to receive their social-secu- 
rity benefits, they find themselves entitled to payments which fail to 
reflect their true earnings histories. This is because the wages which 
have been credited to them in many cases make up as little as one-half 
or one-third of their total earnings, counting their tips. 
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Proposals similar to mine have been offered before. Senator Her- 
bert Lehman submitted bills in the 83d and the 84th Vangreas to in- 
clude tips and gratuities within social-security coverage. H. R. 8883, 
introduced by Congressman Kean of this committee, contains such a 
provision. 

One of the criticisms of the bills introduced by Senator Herbert 
Lehman was that it was administratively impracticable; but I tried 
to overcome that by setting forth the alternative schedule which 
indicates how much would be computed in the absence of an employee 
actually reporting his actual tips. 

These proposals of including tips for purposes of social-security 
benefits have met with opposition from only one quarter, the associa- 
tions of employers of personal service personnel, the restaurant and 
hotel operators. The reason they have advanced for their position 
is difficulty of administration, although one cannot help but recognize 
that if the proposal were adopted, their employer’s taxes would be in- 
creased. The difficulty, they claim, arises in ascertaining the sums 
involved in the tips received by their employees. 

If the difficulty of administration were allowed to prevent the adop- 
tion of worthwhile legislation, most of the activities of the Federal 
Government would never have been undertaken. In this instance, the 
administration of the bill, while intricate, is not impracticable. The 
people affected by my bill are entitled to consistent treatment by the 
Government. We have found ways to collect income taxes based upon 
their tips. There is no reason why we should deny them social-secu- 
rity protection on an equal basis. Simple justice requires that Con- 
gress treat service employees fairly and grant these worthy citizens 
the protection intended for all workers by the Social Security Act. 

The Cuarrman. Are there any question of Mr. Santangelo? 

Mr. Byrnes. Mr. Chairman. 

The Cuarrman. Mr. Byrnes. 

Mr. Byrnes. Briefly, 1 can see where, under subsection (p), sub- 
division (1) of your bil, namely, the situation where the employee 
reports to the employer the amount of the social security tax that 
would be involved, should it have been withheld, if it is a direct 
payment, that there you have no particular difficulty. I wonder, how- 
ever, what you do in the case of those areas where you set up a 
presumptive income from tips to provide for the payment by the 
employee of his part of the social security tax. Are you going to 
require that the employer enforce the collection of the employee part, 
or just how is that to be done under the bill as a practical matter? 

Mr. Santancevo. I do insert in the bill what should be done, that 
he shall deduct from his base wage the amount of estimated social 
security taxes, on that portion which he does not report, he shall de- 
duct not only that amount on the estimated income, but also on his 
base wage. And he has it within his power to make the deduction, so 
that there is no difficulty with respect to that feature of the bill. 

Mr. Byrnes. In other words, what he does is make an additional 
deduction from the base wage to take care of the assumed tip ? 

Mr. Santancero. Let us take the example of a barber who may 
get about $40 per week and earns his tips. If he does not report the 
actual amount, there is an estimated amount of tips that he is going 
to earn. So the employer deducts not only on the $40 base wage, but 
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on the estimated amount, and he deducts it from the salary which he 
gives him at the end of the week. 

Mr. Byrnes. Thank you. 

The Cuarrman. Mr. Santangelo, what does your bill do with re- 
spect to these special dinners and special functions that were referred 
to by a witness earlier in the hearings representing the hotel associa- 
tion? In his testimony he pointed out that it was not an infrequent 
thing for a hotel to be called upon to supply services incident to a 
special dinner for a group of individuals, and that in such a case the 
management of the hotel would employ waiters, busboys, and so 
forth, who were not regular employees of the establishment. He said 
that if we applied this rule of including tips for social security pur- 
poses to such employees who are not regular employees of the insti- 
tution, it would involve quite a bit of recordkeeping and administra- 
tive problems for the institution as well as for the Government. 

Does your bill make an exception in those cases ? 

Mr. Santancewo. It does make an exception. It includes those who 
work on a full-time basis. The employer has to report the amount 
of money, has to list all his wages, and he computes that in deducting 
his expenses. If the customer is the one who pays it, there is no 
difficulty, because it is a lump sum. Normally, hen an affair is run, 
in the city of New York, for example, they may charge 15 percent 
over all for services, and they have the list of the names of their 
employees. Therefore, they will include 15 percent as the amount of 
the wages which this particular employee received. 

The Cuatrman. I understand. But this witness said that in the 
instance you use as an example, 15 percent is given by the manage- 
ment to the waiters; the waiters in turn divide up their part with the 
busboys and maybe with someone else, so that the waiter himself is not 
the one who receives the 15 percent in total. He may receive it from the 
management, where it is paid as a part of the bill, but then the man- 
agement just transfers it to the waiter, who in turn passes on a part 
of what he receives to somebody else, who may be just a temporary 
ee I think that does present a problem from the viewpoint 
of keeping the proper records, not only for the agency, but for the 
institution involved, the hotel. 

Mr. Sanrancevo. Mr. Chairman, you asked me specifically whether 
a part-time worker was included, whether it were a busboy. 

In my section 3, of dining-room employees in American plans and 
in eating clubs, I provided that there should be a $2 per day estimate 
for full-time employees for waiters and waitresses and $1 per day 
for full-time busboys. I do not include those part-time busboys. 

The Cuamman. Are there any further questions ? 

(No response.) 

The Cuarmrman. Thank you, sir, for coming to the committee and 
discussing in a very fine way your bill. 

Mr. SantTanceo. It wasa pleasure to be here. 

The Cuarrman. Our next witness is the speaker of the Legislature 
of the Territory of Guam, the Honorable A. B. Won Pat. 

Mr. Won Par. Thank you, sir. 

The Cuamman. Mr. Won Pat, you are recognized, sir. 


SS 
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STATEMENT OF HON. A. B. WON PAT, SPEAKER OF THE LEGISLA- 
TURE OF THE TERRITORY OF GUAM 


Mr. Won Par. Mr. Chairman and members of the committee, it is a 
privilege and an honor to be afforded the opportunity to appear before 
you this morning to present the need and desirability for the exten- 
sion of social-security benefits to the people of Guam in the same 
manner as those benefits are provided the citizens of other Territories 
and of the continental United States. 

I understand that H. R. 6246 is now pending in this committee. 
That bill was introduced by a distinguished member of this committee, 
the Honorable Congressman from Pennsylvania, Mr. Eberharter. 

While my statement this morning is to support that bill, my dis- 
cussion will deal generally with the need of the other phase of the 
social-security load. 

My name is A. B. Won Pat, and I am speaker of the fourth Guam 
Legislature. I held the same office in both the first and second 
Guam Legislatures, so that with the exception of the third Guam 
Legislature, I have acted as speaker ever since enactment of the 
Organic Act of Guam in 1950. I was also a member of the Guam 
Congress which existed prior to the adoption of the organic act and 
served for two terms as speaker of the house of assembly. 

Guam, as you know, was devastated by the Japanese occupation 
shortly after the commencement of the last World War and was occu- 
pied by the Japanese for several years prior to its reoccupation by 
the American forces. The bombing and shelling which preceded the 
reoccupation of American forces completely destroyed towns and 
villages in the island so that at the end of the last World War, prob- 
lems of rehabilitation in Guam were of the gravest magnitude. In 
this connection, I am happy to report that a great deal of rehabilita- 
tion has been accomplished so far, and a forward step in self-govern- 
ment was provided for the island in 1950, when the organic act was 
enacted by Congress. 

The Organic Act of Guam made Guam the latest Territory of the 
United States, although it has been a possession since 1898. It granted 
American citizenship to the people of Guam, provided for three sepa- 
rate branches of government, and generally made provision for financ- 
ing of the island’s needs. Since that time, we have made steady prog- 
ress in developing the Territorial government of Guam, and I am 
pleased to be able to state that in the short 8 years since the creation 
of this Territory, we have made great strides in developing the neces- 
sary governmental structures. 

With regard to the extension of Federal laws to Guam, you will 
recall that as part of the organic act, provision was made that no 
Federal statute, not then applicable to Guam, would become applicable 
unless specifically made wc on by action of Congress. A com- 
mission was appointed, called the President’s Commission on the 
Applicability of Federal Laws to Guam, and this Commission made & 
comprehensive study of all Federal statutes, making various recom- 
mendations as to when they should be extended to the Territory. The 
Social Security Act was one of these. 
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In August 1956 the omnibus bill was passed, which extended some of 
the Federal statutes recommended by the Commission, but did not in- 
clude the Social Security Act. The fourth Guam Legislature in its 
first regular session on January 28, 1957, adopted Resolution No. 44 
relative to requesting and memor ializing the President of the United 
States, the Secretary of the Interior, the : Secretary of the Department 
of Health, Education, and Welfare, and the Governor of Guam to 
make available to the people of Guam the benefits of the social security 
program. Before asking Congress to extend this act to Guam, how- 
ever, a considerable amount of preliminary work had to be done and 
statistics gathered to indicate the effect of such extension to the 
Territory. 

I understand that the executive branch of the government of Guam 
in response to an inquiry from the Department of the Interior, at the 
request of the Department of Health, Education, and Welfare, has 
furnished a comprehensive set of statistics on all phases of social 
security benefits as they would apply to Guam, and it is not my purpose 
today to attempt to repeat these statistics or otherwise to comment on 
technical aspects of the statute. 

Rather, I felt that you would prefer to hear from me of some of the 
needs and problems facing the population of Guam which seem to us 
to provide serious and special reasons why social security benefits 
should be extended there. 

In the first place, prior to the war, Guam was governed in a stern but 
paternalistic way under the direction of the United States Navy. 
The island has been given to the jusisdiction of the Navy shortly after 
the close of the Spanish-American War and from that date forward, 
various naval governors had administered the civil affairs of the 
island as well as commanded the Armed Forces there. 

The situation in these days was strictly military and the various 
public functions were all handled by the’ Navy just as if the entire 
island was part of a military reservation. Free hospitalization and 
welfare services were provided but basically the native population 
was left to continue some of its native customs and practices under the 
general supervision of the Navy. Courts and police forces and a 
limited educational system were provided under naval auspices and 
the cash needs of the local population were not great. Families helped 
each other in times of need and the production of tropical crops from 
the land was kind to the economy of the population. In short, we had 
a simple economy. 

Immediately after the rehabilitation of Guam by the Armed Forces 
of the United States, the entire atmosphere changed and the whole 
basic economy of Guam was abruptly destroyed. 

The advent of large numbers of construction workers from the 
United States, the taking of large amounts of land in Guam by the 
Armed Forces and the dislocation of the Guamanian population 
occasioned by these events presented an immediate need to occupy 
with an entirely different type of economy. 

The situation in Guam today graphically points up the trends 
which gradually developed at this time and which now particularly 
stress the need for the extension of social security benefits. 

A large part of the local population of Guam now must work for 
cash wages since the economy of the island has turned into a cash 
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economy. No longer is it possible to live off the land but instead the 
Guamanian worker is in about the same situation as any other work- 
man living in a vicinity and economy dominated by military installa- 
tions. 

When military construction is at a high peak, a general air of 
optimism and prosperity pervades the area. But there is always the 
underlying fear and dependence upon these military appropriations 
which would cut off or reduce sharply and immediately affect the 
amount of jobs available for civilian employees. 

There are, therefore, gaps in employment opportunities which must 
be filled by some type of unemployment insurance or other benefits 
when the family becomes in dire circumstances. 

Families are large with 5 and 6 children the rule rather than the 
exception. 

Under these circumstances, when the head of the family or other 
working members lose their jobs, there is an immediate relief prob- 
lem occurring since although the families are large the wages paid 
are lower compared to those in the United States and consequently it 
is an impossibility for the family to develop as much of a savings 
program to provide for the future. 

The situation is further aggravated by the fact that practically 
every Guamanian family desperately needs better housing accommo- 
dations since most are living in substandard homes. In order to have 
decent living conditions, therefore, the Guamanian families are con- 
stantly striving to accumulate enough funds to improve their housing 
situation, even though for the most part, this must be done on a very 
modest scale. 

The situation is further aggravated by the high cost of living in 
Guam. The bulk of food and other necessities of life must be brought 
to Guam by ship which increases the cost considerably over that in the 
United States. 

In fact, persons from the continental United States who go to Guam 
for employment purposes receive a 25 percent pay differential usually 
called Territorial post differential. This 25 percent extra allowance 
is considered to be necessary because of the increased cost of living in 
the Territory. 

The converse of the employment problems of the permanent popu- 
lation of Guam occurs for the stateside employees who come to Guam 
for employment. These individuals while, as indicated above, receiv- 
ing the 25 percent Territorial post differential, have no security of 
employment and for the most part are employed in Guam for tem- 
porary periods. 

Since there are no social-security benefits in Guam at the present 
time, these employees who were probably working under social-secu- 
rity conditions in the United States, lose these benefits during these 
periods of employment in Guam. 

Of course, it is true that employees of stateside firms such as Pan 
American and others continue to receive their social-security benefits. 
This same situation is not true as to persons who come to Guam and 
work for local firms. Some persons have refused to come to Guam 
for temporary employment because of this handicap. 
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However, it seems safe to assume that many local businesses suffer 
from lack of stateside employees because such persons are reluctant 
to come to Guam and interrupt their social-security program. 

It may be of interest to this committee to note that this same ques- 
tion was raised by Chairman O’Brien of the Subcommittee on Insular 
Affairs at a recent hearing of that committee involving the tax situa- 
tion in Guam. Mr. O’Brien pointedly noted that construction and 
other stateside personnel coming to Guam did not receive social-secu- 
rity benefits during that period of time. 

Employees of the government of Guam have a retirement system and 
the same thing is, of course, true as to civil-service employees of the 
United States Government on Guam. 

However, with thees exceptions, there are to the best of my know]l- 
edge, not retirement programs for any of the rest of the population. 
In the case of the retirement program of the government Guam, the 
government’s contribution to this program is very high and in the 
event of a diminishing income in the future, it is possible that the gov- 
ernment will not be able to continue indefinitely the size of these con- 
tributions. 

In any event, employment with the government of Guam, while for 
the most part permanent in character, is dependent upon the tax 
revenues of that government. 

In the event of any type of a recession on the island or in the event 
of a sharp reduction in military expenditures, it would certainly be 
necessary to reduce the number of employees of the government of 
Guam and the public services rendered by that government. 

Substantial portion of the tax revenue of the government of Guam 
comes from the military forces, so here again if the military curtails 
its program in Guam, an immediate adverse affect would be found as 
to employees of the government of Guam as well as general prosperity 
of the civilian population. 

It should also be noted that not all persons employed by the govern- 
ment of Guam are entitled to retirement benefits. Employees at the 
commercial port, or stevedores for example, work on an hourly basis 
with no permanent status and no retirement benefits. 

The same thing is true with the so-called construction battalion 
which consists of temporary and intermittent employees engaged in 
government-owned construction projects. 

As indicated above, in most instances, there are no retirement pro- 

yrams at all in Guam and the same thing is true of any sort of survivors 
Connie. 

There is some insurance being purchased but the rates are high and 
the coverage inadequate. In many instances, therefore, when the 
working head of the family dies or meets with other disaster, the 
family is left destitute, many times with many small children. 

There is also a particularly severe need in Guam for the public- 
assistance type programs offered through social security. There is 
at present, no old-age assistance of any type available. There is no 
program for aid to dependent children. There is no program for aid 
to the blind and there is no program for aid to permanently and totally 
disabled. 

Several small private charitable programs exist in Guam, but their 
resources are wholly inadequate to cope with the problems. 
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The government of Guam also has a public-assistance program, but 
this has not yet been adequately developed and the funds for use in this 
program are very limited. 

I think it is safe to say, therefore, that the combinations of all assist- 
ance programs now existent in Guam, do not even provide minimum 
needs but are rather designed to prevent actual starvation and assist 
in temporary emergencies. 

This is not to say that there is in Guam any widespread danger of 
starvation or similar calamity. By tradition relatives help out as best 
they can and generally provide food, some sort of clothing and some 
sort of shelter. 

However, the standards are not only greatly below those within the 
United States, but judging by United States standards, are pitifully 
inadequate. 

The problems in Guam involving children are also deserving of 
immediate attention, although they are not yet what I would describe 
as being at the critical stage. However, these children as well as the 
adults in the family are going through a transition from one type of 
way of life to another and as a consequence the tensions normally found 
in juveniles are considerably aggravated. 

We do have a juvenile detention and a probation officer to handle 
juvenile court cases that come up and these are always separated 
from the adult types of crimes and punishment. However, there is, 
it seems to me, a growing need to make provision for dependent chil- 
dren, and for families of this type to provide an assurance of adequate 
surroundings and environment conducive to normal living. 

Here again, relatives are keenly responsible of their responsibilities 
in Guam and do all within their power to help out in cases of de- 
pendent children, but generally they are burdened by large families 
of their own and as a consequence are perhaps unable to provide the 
sort of surroundings and environment that we believe all American 
citizens should enjoy to have an opportunity for mutual development. 

I would like to emphasize again that facilities available on all social- 
security type programs are woefully inadequate if not entirely absent. 
Because of the his'ory of the Territory and the pride of the people, 
these needs are not always expressed or otherwise evident, but the 
need is there and I believe it would be not only of lasting benefit to 
the people of Guam, but a great forward step in the democratic 
processes within the United States, if all of the provisions of the 
Social Security Act were extended to Guam. 

I would also like to express to this committee the deep appreciation 
of the Guam Legislature and the people of Guam, whom they repre- 
sent for all the care and attention which had been given to this Terri- 
tory by Congress and people of the United States. We are very 
grateful for the opportunities which have been afforded to us. 

Thank you again for the opportunity to appear before you today. 
I a be glad to answer any questions that the committee may wish 
to ask. 

The Cuarrman. Mr. Won Pat, what is the population of Guam at 
the present time ? 

Mr. Won Par. The population of Guam is about 70,000. That is the 
overall population. 
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The Crarmman. Seventy thousand? The bill that you are dis- 
cussing, H. R. 8264, would provide for Federal participation in old-age 
assistance, aid to dependent children, aid to the blind, and aid to 
the disabled ? 

Mr. Won Par. Yes, sir. 

The Cuarrman. This would be on a 50-50 matching basis with a 
ceiling of $400,000 of Federal money to be made available to the people 
in the island ? 

Mr. Won Par. Yes, sir. 

The Cuarman. The bill was introduced by our distinguished col- 
league from Pennsylvania, Mr. Eberharter, on June 20, last year. 

Let me ask you this: Is Guam in the same position, insofar as you 
know under your organic act, as is the Virgin Islands ? 

Mr. Won Par. Guam has the same status as the Virgin Islands. 
They are unincorporated Territories. 

The Carman. I understand. However, I mean with respect to 
the collection of taxes within Guam. 

Mr. Won Par. They are not, I believe, exactly the same. Section 
31 of the Organic Act made applicable the income tax of the United 
States to be collected for the benefit of Guam. 

The Cuatrman. They are paid into the treasury of Guam rather 
than into the Treasury here ? 

Mr. Won Par. Yes, sir. 

The CuarrMan. That was my understanding. 

Are there any further questions / 

Mr. Byrnes. Mr. Chairman. 

The CuHatrMan. Mr. Byrnes. 

Mr. Byrnes. Is that not the same situation as the Virgin Islands? 

The Cuatrman. I was trying to determine that. 

Mr. Byrnes. My understanding is that the Federal tax applies but 
they are retained on the island for island operations. 

Mr. Won Par. I think so, sir. I understand there is some variance. 

Mr. Byrnes. I think it would be helpful if you could furnish the 
committee, or have somebody else do it, an analysis of the situation 
as it relates to the Virgin Islands and as it relates to Guam. 

The CuHarrmMan. I think we could do that, Mr. Byrnes, easier than 
the Speaker. 

But let me ask an additional question on this point: In the case 
of the Virgin Islands we do match money with the Virgin Islands for 
public-assistance purposes, but we require, do we not, that the money 
that the Virgin Islands use for that purpose be raised locally and 
they not be taxes that are collected under the Federal income-tax law 
but remain in the Virgin Islands. 

Would it be agreeable in your opinion to treat Guam the same 
way for this purpose and require that you match Federal funds with 
funds raised under your local taxes rather than match Federal funds 
with federally collected funds that are not placed in the Federal 
Treasury but placed in the treasury of Guam ? 

Mr. Won Par. Yes, sir. I think that the people of Guam want to 
do their share. 

The Cuatrman. In other words, if we do include Guam, it should 
be on the same basis as the people of the Virgin Islands. 
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Mr. Won Par. Exactly, sir. That is the reason why my statement 
deals with the need for the other phase of the program, that is the 
OASI. 

The Cuatrman. Frankly, I can see no justification for further ex- 
cluding the people of Guam since we have already included the A 
of the Virgin Islands, and the funds collected under Federal law for 
income-tax purposes in the Virgin Islands as in the island of Guam, 
in both situations, go into the treasury of the local governments rather 
than the Treasury here in Washington. 

Mr. Reed. 

Mr. Reep. I wanted to ask you what industries you have on Guam. 

Mr. Won Par. What industries, sir ? 

Mr. Reep. Yes. 

Mr. Won Part. Frankly, sir, the only industry on Guam is the mili- 
tary and the services provided for the military. Guam is a sensitive 
security area and has been since 1944 when President Roosevelt issued 
an Executive order making Guam a security area. ‘Today you cannot 
encourage anybody from outside to come to Guam. No United States 
citizens can come to Guam from here without clearance from the Navy. 
That discourages anybody from going to Guam to do anything. We 
recognize the importance of national security. We are trying in every 
way to develop our own economy, but under such circumstances there 
is nothing you can do except of course provide the needs of the popu- 
lation over there, and that is agriculture. 

Mr. Rerp. The military is the only industrial activity that you 
have, is that right ? 

Mr. Won Par. Yes, sir. There are various businesses that provide 
services to the local population, the construction workers, and so forth. 
The people of Guam raise crops, not only for their own need but also 
to provide for the military and dependents, and so on. 

Mr. Reep. Is there any agricultural activity there ? 

Mr. Won Par. Yes, sir. 

Mr. Reep. What is it ? 

Mr. Won Par. Most of the agricultural activities are confined to 
what we call truck farming because presently 35 percent of the island 
has been taken over by the military and the best part of the island is 
the agriculture area which was taken over by the military. That 
deprives the people who had heretofore been farming in the areas 
that opportunity. There was a complete dislocation of the economic 
structure of the island prior to the war. Prior to the war we had a 
simple economy. We lived on the island and the sea abounded in fish. 

Today you cannot do that very much because everything is re- 
stricted by security. In other words, you cannot even go out and 
fish beyond sundown. 

Mr. Reep. Is there fishing activity down there? 

Mr. Won Par. The Navy will only allow you to go out from sunrise 
to sunset, so it is really difficult to go into a real venture. 

Mr. Reep. Thank you very much. 

The Crairman. Is it your point, Mr. Won Pat, that the occupation 
of the island by the military to the extent described by you has had 
somewhat of an adverse effect upon the economy in that the people of 
Guam are now more limited in their ability to earn a livelihood ? 
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Mr. Won Par. No, sir; Iam not saying that. As a matter of fact, 
the military over there, despite the fact that they have disrupted the 
Guamanian economy that has prevailed prior to the war—what I am 
saying, of course, is that the military domination is over there because 
of the security program of the United States. Guam is a sensitive 
security area that tends to discourage or prevents the exploitation of 
the island from other economic ventures. 

The Cuarrman. How many people in Guam are employed by the 
Federal Government as a result of the military ? 

Mr. Won Part. Let me give you a breakdown on that. There are 
about 13,000 military people. There are 11,000 construction workers. 
Most of these are Filipinos who were brought over by the Navy. 

The Cuatrman. You misunderstood. How many natives of the 
island of Guam and residents of the island of Guam are employed 
by the Federal Government ? 

Mr. Won Par. There are employed about a thousand by the Navy 
and a couple of hundred by the Air Force. 

The Cuarrman. A very limited number, then, of the total 70,000 
are employed by the Federal Government ? 

Mr. Won Pat. The 70,000 includes the military. That is the overall 
population. The native population in 38,000. 

The Cuarrman. I see. 

How many of that 38,000 are employed by the Federal Government? 

Mr. Won Par. A little over a thousand. 

The Cuarrman. A little over a thousand ? 

Mr. Won Pat. The Guam government employs over 2,000. 

van CuarrMan. The government of Guam employs an additional 
2,000 2 

Mr. Won Pat. Yes, sir. 

The Cuarrman. I see. 

Mr. Curtis. 

Mr. Curtis. I have just one question. Are retail and commercial 
activities carried on by private citizens of Guam ? 

Mr. Won Part. Yes, sir. There are a number of retail businesses 
providing services. 

Mr. Curtis. What is the extent of it? Is it more in the field of 
retail and services and agriculture rather than anything else? 

Mr. Won Par. That is true, sir. But there is also agriculture 
earried on. 

Mr. Curtis. Thank you. 

The Cuarrman. There are no further questions. 

We thank you, Mr. Won Pat, for bringing to us your views with 
respect to this legislation. Thank you very much. 

Mr. Won Pat. Thank you. sir. 

The CuHamrMan. The Chair observes that our colleague from Penn- 
sylvania is now present in the room, Hon. Hugh Scott. You repre- 
sent the Sixth District, do you not, Mr. Scott? 

Mr. Scorr. That is right, Mr. Chairman. 

The Cuarman, You are recognized, sir. 
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STATEMENT OF REPRESENTATIVE HUGH SCOTT, OF 
PENNSYLVANIA 


Mr. Scorr. Mr. Chairman and gentlemen, I will be very brief. I 
will not need the 10 minutes. I am sorry that I was delayed. I was 
testifying before another committee. 

I appear in ee of H. R. 4828, a bill similar to many others in- 
troduced in this Congress to amend title II of the Social Security Act 
to increase the amount of outside earnings permitted without the de- 
ductions from benefits thereunder, the increase being from $1,200 to 
$2,400. 

There is one aspect of the law which I think is unjust. That deals 
with the limitation on the amount a person may earn and still draw 
benefits. : 

Consider the case of Mr. Jones who may have an unlimited income 
from investments or other interests and still draw social security. On 
the other hand, consider Mr. Smith who has no savings, no invest- 
ments, no money in the bank. If he goes out and works at a job that 
pays more than $1,200 a year he is disqualified. be ig ’ 

I know the committee is thoroughly familiar with this situation 
and I am here principally to stress the need for correcting what I 
believe to be an inequity in the law. I have received from my district 
a tremendous number of letters on this matter, but I will not burden 
the record with them. I would like to conclude simply by reading 
from a letter of a man who was a former vice president of a bank at 
Philadelphia who is now a resident in Florida, Mr. William H. 
Loesche : 

GrrArp TRUST CoRN EXCHANGE BANK, 
Philadelphia, Pa., March 26, 1957. 
Hon. Hues D. Scort, Jr., 
House Office Building, Washington, D. C0. 

Dear Mr. Scorr: Social security having caught up with me as I am about to 
retire in the fall of this year I now find that even though I have contributed the 
full amount and also for 3 additional years since I attained the retirement age, 
I will not be entitled to any benefits because I will continue as a director of 
several companies, the fees from which will exceed $1,200 per annum. 

I suppose I should have known that was so but since I did not it was quite 
shocking to learn that I must give up all of those contacts which are essential 
to one’s well-being following retirement from active business interests. 

Obviously pensions provided for a number of years ago no longer are adequate 
in view of the reduced purchasing power of the dollar and I found while I was 
in Florida the last few weeks a number of other retired people who are in the 
same position as I am and feel rather bitterly about it. 

I understand you have introduced a bill in Congress to increase the allowable 
earnings up to $2,400 per annum, and I hope very much the bill will be favorably 
acted upon. I will be glad to give you more details of my own case if you wish 
to have them, and if I can help in any way to encourage the passage of the bill 
please let me know where any help that I might give would be worthwhile. 

Perhaps sometime when you are in your Philadelphia office you may have a 
few minutes when I might discuss this matter with you in more detail. In the 
meantime I send you warmest personal regards. 

Sincerely yours, 
WILLIAM H. LoescuHeE, Vice President. 


This is similar, of course, to many other letters. I would urge ‘he 
committee to give the most serious consideration to this grave inequity 
in the present law. 

The Cuatrman. Mr. Scott, we appreciate your coming to the com- 
mittee and discussing with us your bill, H. R. 4828. 

28110—58——69 
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Any questions ? 

There are no questions. I wish to thank you again, Mr. Scott. 

The Chair recognizes Dr. Frank F. Furstenberg. Please come 
forward and identify yourself. 


STATEMENT OF DR. FRANK F. FURSTENBERG, MEMBER OF THE 
BOARD OF DIRECTORS, COUNCIL OF JEWISH FEDERATIONS AND 
WELFARE FUNDS, INC. 


Dr. FursrenserG. I want to thank you for moving me forward on 
the witness list. I have to be back in Baltimore and see patients at 2 
o'clock. I appreciate the courtesy on the part of the committee. 

Mr. Chairman and members of the committee, I would like to file 
the testimony that I have here. 

The Crairm AN. Without objection, your entire statement will 
appear in the record. 

Dr. Fursrenserc. Then I would like to have the opportunity of 
reading a part from it and then digressing to give you some of my 
practical day-to-day experiences as a prac tic ing “physici ian in meeting 
the problems of personal health services for the aged. 

The CuarrMan. You are recognized, sir. 

Dr. Fursrenserc. Mr. Chairman and members of the committee, I 
am testifying today as a representative of the Council of Jewish 
Federation and Welfare Funds, Inc., which is a national association of 
213 Jewish federations and welfare funds, representing 800 Jewish 
communities in the United States. 

These organizations are interested in the health and welfare services 
of all the Jewish communities and are active in their support and their 
coordination with the health and welfare services, public and private 
alike, of the entire community. 

Lam a physician in Baltimore where I have been engaged in private 
practice of medicine for 24 years. In addition, I have administered 
a special medical clinic for public welfare recipients for the last 10 
years, and for more than 6 years I have been the medical director of the 
outpatient department of Sinai Hospital, of Baltimore, a community 
hospital. 

My testimony today, though, is in my capacity as a spokesman on 
behalf of the board of directors of the council, who are among many 
others recommending hearings on this important subject. 

The position of the council is that it favors the principle of extend- 
ing OASDI to provide benefits for personal health services to the 
beneficiaries of the social-security system. We are pleased that this 
committee through these hearings has made it possible to examine the 
extent of the problem of care for the older and chronically ill people 
in this country. 

We wish to point out that we do not support or oppose any particu: 
Jar bill, but we are heartily in favor of the principle of the extension 
of benefits for personal health services to the group which of all parts 
of the population is most in need of such benefits. 

It is the experience of our reporting agencies that while weuinny 
health insurance is quite expensive, the ‘aged population is the part 
which is only in small part covered by insurance; and where there is 
some insurance, it does not meet the medical needs of the older chron- 
ically ill patient. 
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In this connection I would like to stress the fact that health serv- 
ices for the older patient occur not only in hospitals but also at home, 
in the doctor's office, in homes for the aged and nursing homes, ete. 
A truly comprehensive health program should provide coverage for 
health care wherever that care is necessary. 

Our main objective is that high quality health care be made avail- 
able to all members of the population under conditions that protect 
not only their health but their dignity and their self-respect. 

Voluntary insurance is a fine approach, but unfortunately the very 
group which needs the protection most is least covered by 1t. 

It has been my practical experience in dealing with these problems, 
both as a practicing physician and as an administrator to note that 
the older people, the aged population, are unable to meet their medical 
needs which face them when they are faced with catastrophic illness. 
An aged retired person too often gravitates promptly to public as- 
sistance rolls when afflicted with serious illness. We see this again 
and again when an aged couple who have been living on retirement, 
on a pension, OASI grants, plus other resources, when one member of 
the couple is hit with a catastrophic illness like coronary, cancer, ete. 

Then, in a few months their savings are wiped out and due to 
costly medical care, nursing services, convalescent care, they are left 
on the relief rolls. 

The aged OASI beneficiary has very little insurance or inadequate 
insurance. When he is in need of hospital care he must accept what- 
ever public hospitalization is available. 

Indeed, I want to emphasize that the OASI beneficiary very often 
has no choice, he has no such thing as free choice. He must only 
accept that public medical service that is available to him if he hasn’t 
the financial resources to give him free choice. It is almost sardonic 
that the public assistance clients, those members of society. who have 
gravitated to the relief rolls, sometimes fare better than the OASI 
recipients when it comes to personal health services because when you 
are on relief very often you have certain rights for public medical 
services, while a person who is living on OASI has to prove his 
right by a means test before he can obtain medical services. 

‘We see this ver y frequently in Baltimore where a person has grav- 
itated to the relief rolls because of illness at the age of 58 or 60, and 
then when the OASI grant comes through at 62 or 65, they are worse 
off than they were on public relief. 

I would like also to emphasize that the primary medical needs of 
the aged are not surgical and that personal health benefits covering 
illnesses as they arise m the aged should be included m this legislation. 
Medical services are not only necessary in the hospital but “they are 
necessary in the home, the doctor’s office, and above all in some diag- 
nostic centers so that costly hospitalization may not be necessary. 

As the committee well knows, voluntary insurance has served to 
encourage hospitalization in order to obtain the necessary medical 
benefits. I feel that this costly trend should not be further encour- 
aged by proposed legislation. 

“T would like to state also that our experience is certainly in agree- 
ment with that of the American Hospital Association which has } pre- 
sented testimony here. They are convinced in their statement that 
the Federal Government must participate in financing medical care 
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for the retired aged person; that is, the aged retired person can just 
barely meet his subsistence needs, but rarely his medical needs which 
are unpredictable, costly, and reduce him, as I have indicated often, to 
the relief rolls. 

I also want to say that I agree completely with Dr. Dixon who 
spoke for the AHA that ill health is now a major cause of destitution 
among the aged. 

In closing, may I, as spokesman for the directors of the Council of 
Jewish Federations and Welfare Funds, thank the committee for 
extending these hearings and urge the enactment of legislation which 
will provide benefits under social security to pay for personal health 
services, in line with the principle of coverage for medical need as 
long as necessary, not alone for hospitals, but for medical service 
wherever and for as long as it may be needed. 

Such benefits accompanied by adequate protection by the States 
for the quality of medical care provide nursing homes, homes for the 
aged, physicians, hospitals, would be a great boon to the group of our 
population which needs this service most. 

The Cuatrman. Dr. Furstenberg, we thank you, sir, for bringing 
to us the views of the Council of Jewish Federations and Welfare 
Funds. 

Are there any questions? 

We thank you, sir. 

(Information referred to follows :) 


TESTIMONY IN SUPPORT OF THE SOCIAL SECURITY AMENDMENTS TO PROVIDE BENE- 
FITS UNDER THE FEDERAL OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE 
PROGRAM FOR PERSONAL HEALTH CARE FOR BENEFICIARIES ON BEHALF OF THE 
COUNCIL OF JEWISH FEDERATIONS AND WELFARE FUNDs, INC., BY FRANK F. 
FURSTENBERG, M. D. 


Mr. Chairman and members of the committee, I am testifying today as a rep- 
resentative of the Council of Jewish Federations and Welfare Funds which is a 
national association of 213 Jewish federations and welfare funds representing 
800 Jewish communities in the United States. These organizations are inter- 
ested in the health and welfare services of all the Jewish communities and are 
active in their support and their coordination with the health and welfare serv- 
ices, public and private alike, of the entire community. 

I am a physician in Baltimore where I have been engaged in the private prac- 
tice of medicine for 24 years. In addition, I have administered a special medi- 
eal clinie for public welfare recipients for the last 10 years, and for more than 
6 years I have been the medical director of the outpatient department of Sinai 
Hospital of Baltimore, a community hospital. My testimony today, though, is 
in my capacity as a spokesman on behalf of the board of directors of the coun- 
cil, who were among many others recommending hearings on this important 
subject. 

The position of the council is that it favors the principle of extending OASDI 
to provide benefits for personal health services to beneficiaries of the social- 
security system. This was reflected in a resolution passed by its board of di- 
rectors on March 16, 1958, as follows: 

“Upon motion made, duly seconded, and carried the board approved trans- 
mittal of a communication to the House Ways and Means Committee recom- 
mending a public hearing on the broadening of the social-security program to 
include medical, hospital, and nursing-home benefits. The president was au- 
thorized to appoint a council representative to participate in such a hearing.” 

The experience of the Jewish communities of America is based upon extended 
and direct contact with the problem as reflected in the work of 63 Jewish hos- 
pitals, 80 homes for the aged, 98 family agencies, 213 federations and other 
health and welfare organizations which report to the council regularly on their 
services and their financing. Added to the experience of these agencies are the 
data which have begun to emerge from a special study on the coordination of 
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health services for the chronically sick which is being conducted by the council 
through research funds provided by the United States Public Health Service. 

We are pleased that this committee, through these hearings, has made it pos- 
sible to examine the extent of the problem of care for older and chronically 
ill people in this country. I wish to point out at the start that while we do 
not support or oppose any particular bill, we are heartily in favor of the princi- 
ple of the extension of benefits for personal health services to the group which 
of all parts of the population is most in need of such benefits, 

It is the experience of our reporting agencies that while voluntary health 
insurance is quite extensive, the aged population is the part which is only in 
small part covered by insurance; and where there is some insurance, it does not 
meet the medical needs of the older or chronically ill patient. In that connec- 
tion, I would like to stress, the fact that health services for the older patient 
occur not only in hospitals but also at home, in the doctor’s office, in homes for 
the aged and nursing homes, etc. <A truly comprehensive health program should 
provide coverage for health care wherever that care is necessary. Our main 
objective is that high quality health care be made available to all members of 
the population under conditions that protect not only their health but their dig- 
nity and their self-respect. Voluntary insurance is a fine approach, but unfor- 
tunately, the very group which needs the protection most is least covered by it. 
The public assistance medical coverage is excellent, too, for those who are eli- 
gible under that system. However, the basic program that reaches most aged 
Americans quickly and reliably, and as a matter of right, is the social-security 
insurance system. 

The 1956 survey of the United States Public Health Service has reported that 
out of a nationwide sample of persons aged 65 and over, only 36144 percent had 
some form of health insurance; which means that nearly 2 out of 3 aged per- 
sons had no health insurance whatever. The experience of the Jewish commu- 
nities confirms that finding in detail. 

In the study of health services coordination already referred to, a detailed 
analysis was made of the health condition of 310 residents of 3 Jewish homes 
for the aged. One each in Philadelphia, St. Louis, and Miami. The results of 
that analysis show the following: 

1. Every resident has more than one health condition requiring medical care. 
The average number of such conditions ranging from 2.1 to 2.7 per person. 
The most common health conditions requiring medical services are heart dis- 
ease, arteriosclerosis, arthritis, and senility. In practically all cases, medical 
supervision and care, suitable nursing service, and related therapeutic services 
are required. 

2. Only 17 to 30 percent of aged home residents are able to pay the full cost 
of maintenance and health care. 

3. Public assistance, alone or in combination with other aid, furnishes the 
funds for aproximately 70 percent of the cases requiring medical care. 

4. OASDI benefits rank second to public assistance as a source of payment but 
are much less common and must always be supplemented by other financing. 

5. The operation of these homes for the aged as well as of hospitals which 
have many chronically ill persons to care for, is seriously handicapped by large 
deficits they must incur to provide adequate and high-quality medical care. Ex- 
tension of the Social Security Act to cover personal health services will help 
not only the individual who is thus insured, but also the nonprofit voluntary 
agencies in the community. 

I do not consider myself an expert on social insurance, but wish to add that my 
own experience confirms that of the Jewish health and welfare agencies. 

In closing, may I as spokesman for the directors of the Council of Jewish 
Federations and Welfare Funds, thank the committee for extending these hear- 
ings and urge the enactment of legislation which will provide benefits under social 
security to pay for personal health services, in line with the principle of coverage 
for medical need as long as necessary, not alone for hospitals, but for medical 
service wherever and for as long as it may be needed. The aged and the 
chronically ill are the ones who suffer principally from long-term medical disease 
and less so from surgical illnesses. Such benefits accompanied by adequate pro- 
tection by the States of the quality of medical care provided in nursing homes, 
homes for the aged, etc., would be a great boon to the group in our population 
which most needs it. 
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The Cuarrman. Our next witness is Miss Julia C. Thompson, rep- 
resenting the American Nurses’ Association. Will you please identify 
yourself for the record by giving us your name, address, and capacity 
in which you appear? 

Miss Tuomrson. I am Julia C. Thompson. I am assistant execu- 
tive secretary of the American Nurses’ Association. Iam in charge of 
the Washington office. I have with me Mr. William C. Scott who is 
our legal counsel. 

The Cuarman. Youare recognized, Miss Thompson. 


STATEMENT OF MISS JULIA C. THOMPSON, ASSISTANT EXECUTIVE 
SECRETARY, AMERICAN NURSES’ ASSOCIATION; ACCOMPANIED 
BY WILLIAM C. SCOTT, LEGAL COUNSEL, AMERICAN NURSES’ 
ASSOCIATION 


Miss Tompson. I am appearing here today in support of the ex- 
tension and improvement of the Social Security Act. I have a rela- 
tively short statement which I would like to read and request that it be 
included i in the record of the hearings. _ : ae 

The American Nurses’ Association is the national organization of 
over 181,000 registered professional nurses in 54 constituent State and 
Territorial associations. The primary purposes of the organization 
are to foster high standards of nursing practice and to promote the 
professional and educational advancement of nurses and the welfare 
of nurses to the end that all people may have better nursing care. 

In the interest of society at large, and in the interest of its members, 
the association has supported the Social Security Act and has worked 
for extensions and improvements in the contributory social insurance 
which it provides. 

This association regards the program of old-age, survivors and dis- 
ability insurance as a sound and acceptable method of protecting the 
employed citizens of the country against the social hazards of age and 
dependence. We urge continuing congressional review of the act in 
the light of changing needs of the population and commend this com- 
mittee for its present study of the law. 

Whenever an extension of the program is necessary, contributions 
should be increased to meet the cost of increased benefits. 

At this time, the American Nurses’ Association wishes to reiterate 
the statements which it made to Congress in 1956 in regard to dis- 
ability benefits. The amendments of 1956 were a substantial step 
forward in that insured individuals beyond the age of 50 became 
eligible for benefits should they become permanently and totally dis- 
abled. Soon Congress should act to extend disability benefits to cover 
individuals who suffer total and permanent disability before the age 
of 50. 

At that same time, the American Nurses’ Association supported the 
proposals for lowering the retirement age limit for women. We con- 
tinue to urge reduction to 60, the age at which all women may qualify 
for benefits under the social-secur ity system. 

This committee must have before it at this time more than ample 
information on the compelling need for financial support of health 
services for the growing number of aged in our population. The di- 
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mensions of the problem are well documented from several sources. I 
will not repeat here what this committee, and other responsible groups, 
know full well—that the health needs of our older citizens demand 
immediate and forthright action by all appropriate groups in our 
society, including government. ; 

The American Nurses’ Association commends for your serious at- 
tention the proposals to extend the contributory social insurance to 
provide voieldanindinaidl benefits for the beneficiaries of old-age, 
survivors, and disability insurance. 

The benefits of modern medical science should be available to all 
citizens of this country. Health services which are essential to social 
well-being should be available to all persons without regard to their 
ability to pay. Health services are expensive. Wherever possible, 
provision should be made for payment through insurance; and nurs- 
ing services, including care in the home, should be included in the 
benefits of such insurance. Without insurance protection against the 
costs of illness the disabled, retired, and aged must often depend on 
public relief in times of sickness. 

As the numbers of retired aged in our population increase, a larger 
and larger financial burden for their medical care is borne by public 
relief. This is socially unsound to the extent that it is expensive for 
the community and, more important, it tends to degrade individuals 
who could otherwise be self-supporting in their retirement. 

In most instances, individuals are pauperized before any public as- 
sistance is available to them, hence they become public charges for 
the remainder of their lives. 

Insurance coverage against the costs of illness which may occur 
after retirement, which insurance can be paid for during the working 
years, would be less costly to the community than tax-supported 
public relief. 

More important, it would lessen the dependency of the retired upon 
public relief for medical care—a dependency which is distasteful and 
even degrading for citizens in this country. 

Insurance protection against the financial hazards of illness in re- 
tirement is not now available to the vast majority of those who need 
it. Neither voluntary nonprofit, nor commercial, insurance programs, 
offer the needed protection at the cost and method of payment required 
by those living on a limited retirement income. 

The dimensions of the problem are such as to require the extension 
of the most universally held insurance, the old-age, survivors, and 
disability insurance, to include health protection for its beneficiaries. 

All health insurance, particularly that designed to meet the specific 
needs of the aged, should provide needed nursing service as a benefit. 

Nursing is an essential component of modern medical care, and 
must be available if the benefits of medical science are to be provided 
for the aged and disabled. 

With full recognition of the many problems involved, we urge the 
inclusion of nursing service as a benefit of health insurance for the 
beneficiaries of OASDI. 

This association stands ready to assist the Congress and the people 
in solving the problems involved in paying for needed nursing serv- 
ices through insurance. 
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Beneficiaries of OASDI should be insured against the costs of 
needed private-duty nursing services, and against the costs of public- 
health nursing services in the home, as well as against the costs of 
nursing-home care. 

At this time, we wish to call attention to what is well known about 
conditions in nursing homes throughout the country. Even though 
great advances were to be made in expanding home-care programs, 
it would appear that large numbers of people will continue to require 
nursing-home care. To provide a means of payment for such care 
through social insurance will not be enough. All groups concerned 
with meeting the health needs of the aged in our population—Govern- 
ment, professional organizations, and others—must move to raise the 
standards of care provided in nursing homes. 

In order that both the insurance system and the beneficiaries be 
adequately protected, provisions for payment for nursing services 
should clearly define the type of service to be covered. 

In addition, ev ery precaution should be taken to prevent the financ- 
ing of substandard institutions through social-insurance payments. 

I wish to thank the committee for this opportunity to present the 
views of the American Nurses’ Association on needed extensions and 
improvements in the Social Security Act. 

In a separate document, we have submitted for the use of the com- 
mittee certain background information on the American Nurses’ 
Association, and on the organization’s interest in social security. 

Additional information, within the scope of our activities, which 
the committee wishes to have for its present study of the law, will 
be gladly furnished upon request. 

This document to which I have just referred is this booklet. One 
has already been left for the committee and this will also be left for 
your use. 

The Cuarrman. Miss Thompson, we appreciate your bringing to us 
the views of the American Nurses’ Association on the matter under 
consideration by the committee. 

Are there any questions ? 

We thank you very much. 

We will now hear from our colleague from New York, the Honor- 
able Kenneth B. Keating. 


STATEMENT OF REPRESENTATIVE KENNETH B. KEATING, OF 
NEW YORK 


Mr. Keating. Mr. Chairman and members of the committee, I ap- 
preciate very much this opportunity to present my views on changes i in 
the Social Security Act. I shall direct my remarks particularly to two 
measures I have introduced, H. R. 250 and H. R. 280, but I should like 
also to comment briefly on this whole area of social-secur ity benefits. 

I want to commend the committee for taking the initiative in sched- 
uling these hearings. It is inevitable that each year new problems 
arise concerning the original act which were not envisioned when the 
law was first enacted. It is imperative that we remain alert to these 
new problems and that we undertake periodic reviews of the law with 
an eye to making needed changes in it. 
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Within the necessary limits of a sound economy, we should try to 
make adequate and fair provision for all citizens who have worked and 
contributed to our economy, to insure that in the twilight years of their 
lives they will have the benefit of a modest income. 

It is clear that the benefits under the social-security law have not 
kept pace with the increased cost of living. Consideration should 
certainly be given by this committee to provide realistic increases 
which will bring these benefits in line with the decreased value of the 
dollar. 

It is an essential, in developing and maintaining a sound and dy- 
namic domestic economy, that we remove from all who work and pro- 
duce, the ever-present and stifling fear that when their productive days 
are over, they will become the objects of charity. That is the simple 
beauty of the Social Security Act. It provides a sound means for 
meeting directly and adequately the important problem of peace of 
mind for our working citizens. It provides an important incentive 
for perpetuating our system of free enterprise and opportunity. 

It has always been my feeling that since social security is essentially 
an insurance system, there should be no limit on the amounts which 
beneficiaries can earn, and still receive benefits. Although commend- 
able liberalizations have been achieved in this direction, it is my feeling 
the ceiling should be removed entirely. 

Otherwise, we are in effect denying the opportunity for retirees with 
ambition, desire, and ability to supplement their meager social-secur- 
ity benefits by part-time work. We are in effect discouraging their 
desire to continue their contribution to the Nation’s economy. 

By removing the limitations on outside earnings, we can improve the 
standard of living for those older people who have worked hard all 
their lives, paid into the insurance fund, and now want to taper off 
gradually from their hard working days without giving up entirely. 

I commend the possibility of removal of the outside earning limita- 
tion to the committee’s attention. I hope you will consider most seri- 
ously such an amendment to the present low 

There are two measures I am sponsoring relating to the social- 
security law which are relatively simple. 

H. R. 250 would establish a program whereby individuals receiving 
assistance under the old-age assistance, aid to dependent children, aid 
to the blind, and aid to the permanently and totally disabled pro- 
visions of the Social Security Act would be eligible for surplus agri- 
cultural food products. Such people, as defined in titles I, IV, X, 
and XIV of the act, could receive agricultral products which had 
been determined by the Secretary of Agriculture to exceed domestic 
demand to such an extent as to depress the market price below their 
parity price. 

Thus, the bill would increase domestic consumption of those excess 
products which now plague certain areas of our agricultural economy. 
Briefly stated, the monthly benefits of those eligible would be sup- 
plemented by the issuance of certificates which could be transferred 
to retail food product dealers in exchange for surplus farm food 
products at prevailing market prices. The transferees would then 
receive the face value of the certificates upon presenting them to the 
Government. 
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Mr. Chairman, I feel H. R. 250 provides a sound, moderate means 
for providing additional food for social-security beneficiaries without 
unduly burdening the Treasury. And it attacks directly one of the 

major problems of our farmers—the surpluses which overhang the 
market and force prices down. 

My second measure, H. R. 280, would amend title IT of the Social 
Security Act to provide monthly insurance benefits for certain de- 
pendent parents of individuals entitled to old-age insurance benefits. 

The problem which this measure is designed to meet was called to 
my attention by a constituent who was over 65 and who was support- 
ing his 91-year-old mother. Although at first blush this appears to 
be a very unusual problem, my researches reveal it crops up quite 
often. 

This situation points up a striking anamoly of the Social Security 
Act. Under the present law, if my constituent were supporting a 
wife or dependent children, he would be entitled to additional bene- 
fits. But when he is supporting his parents, he received no such 
benefit. 

This is obviously unfair and improper, particularly in the light 
of the fact that by contrast our income-tax laws permit the same de- 
duction for any person, young or old, who is living in the taxpayer's 
household and receives more than half his support from the taxpayer. 

H. R. 280 would simply put dependent parents on an equal footing 
with other dependents of the recipient of old-age insurance benefits. 
It does not put them in any special class. 

It is my hope this committee will take a long, hard look at this and 
other proposals relating to benefits for elderly people. The letters 
which reach my office daily indicate there are other aspects of the 
present law, particularly those dealing with our older people, which 
need to be revised. 

The fact of the matter is that the life expectancy of our people is 
increasing so rapidly that our laws have not kept pace with it. The 
result is that many provisions in our laws are discriminatory with 
respect to our older people. 

Today literally thousands live comfortably and happily into their 
nineties. On the basis of recent figures, our average life expectancy 
has risen to 68 years, a gain of something like 21 years since 1900. 
Among people who have now reached the age of 65, the men have an 
average expectancy of 13 more years, while ‘the women have 15 years. 
And the span is increasing further all the time. 

This longer life potential which has been given us is a wonderful 
thing. I am sure Congress will not lose sight of the legislative prob- 
lems it creates. I hope I shall be around to introduce a measure for 
dependent grandparents when that becomes necessary. 

In the meantime, I commend H. R. 280, along with H. R. 250, to 
the committee’s consideration. Both would go a long way toward 
strengthening the proper operation and coverage of the Social Secu- 
rity Act. Along with other needed changes, these provisions can do 
much to help realize the dream of the Social Security Act—that of 
providing adequate and fair peace of mind and monetary security to 
our fine older citizens. 

The Cuatrman. Thank you, Mr. Keating, for giving us your views. 

The next witness is our colleague from Colorado, the’ Honorable 


Wayne N. Aspinall. 
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STATEMENT OF REPRESENTATIVE WAYNE N. ASPINALL, OF 
COLORADO 


Mr. AsprnaLu. Mr. Chairman and members of the committee, it is 
always a personal pleasure to testify before this great Committee on 
Ways and Means. 

At this time, I wish to congratulate you on conducting this overall 
study on the provisions of the Social Security Act. Although the 
present social-security system has now been in operation for well 
over 20 years and although the Congress has repeatedly enaacted 
sweeping amendments in efforts to render it workable, the demand for 
social-security benefits remains unabated. In view of the fact, that 
the living standards of the aged continues to decline sharply as 
compared to the rising standards enjoyed by the rest of the popu- 
lation, the demand for amendments to the Social Security Act con- 
tinues to grow in intensity. This is particularly so, when we con- 
sider that the elderly constitute an ever-increasing part of the adult 
population of the Nation. 

The fact that this committee has programed these hearings is 
evidence that it recognizes that the existing law must be amended if 
its purpose is to be more than just mere words. If I may impose on 
your indulgence, I should like to advise that I can well appreciate the 
difficulties with which you gentlemen are faced in dealing with this 
question. I am sure that all of you are aware that my State of Colo- 
rado has the highest pension payment of any State in the Union. 
This achievement was not accomplished overnight. I had the great 

Jeasure and honor of serving in the State legislature at the time the 
state program was enacted into our statutes and into our constitu- 
tion. I can assure you that it was a long and hard road to travel. 
However, it was a personal privilege to Thibe been a party to this 
battle in behalf of the senior citizens of the State of Colorado. The 
victory was one of the most satisfying which I have ever experienced. 
Furthermore, and of possibly greater importance at this time, is the 
fact that I am pleased to affirm to you gentlemen that our State pro- 
gram has worked well and is working well. 

I am in the hope that in your study of this question, you gentlemen, 
will give careful consideration to the so-called Townsend plan as 
embodied in H. R. 7086. I would be remiss if I did not take a moment 
or two at this time to publicly pay tribute to Dr. Townsend and his 
associates for his and their unswerving devotion to the couse of eco- 
nomic improvement of the physically handicapped and of our senior 
citizens. No single individual or group of individuals has made a 
greater contribution to the economic advancement and progress of 
the disabled and of the aged than Dr. Townsend and his associates. 
His unflinching and untiring efforts in this respect have evoked the 
admiration and respect of all who have been interested in such legis- 
lation. 

Dr. Townsend and those associated with him are without a doubt 
responsible to a considerable degree for the various improvements 
which have been made from time to time in the Social Security Act. 
That further improvements are necessary and essential are evident 
to us all, or otherwise this great committee would not have scheduled 
the present hearings. 
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In resquesting that careful study be given to the provisions of 
H. R. 7086, I should like to bring to your attention the remarks of 
the late Robert A. Taft when the Senator stated in 1950: 

The truth is that the only way pensions can be paid to millions who have 
retired is out of the current earnings of those who are working. I suggest that 


we should study the idea of a basic, uniform Federal plan frankly based on 
taxation through current Federal tax. 


In concluding, may I say that I endorse the late Senator’s sugges- 
tion, and I am in the hope that this great committee will study most 
carefully the provisions of H. R. 7086. 
The Cuarrman. Thank you. Mr. Aspinall for your views. 
Our next witness is our colleague from Missouri, the Honorable 
Leonor K. Sullivan. 


STATEMENT OF REPRESENTATIVE LEONOR K. SULLIVAN, OF 
MISSOURI 


Mrs. Sututvan. Chairman Mills and members of the committee, 
this extremely busy committee of the House of Representatives de- 
serves the thanks of every citizen of our country for scheduling these 
present hearings on proposed changes in the social-security law. Iam 
sure few people realize the tremendous burden of work which falls on 
the Committee on Ways and Means or the monumental achievements 
of this committee in a year’s time in handling all legislation affecting 
taxes and customs and revenues of all kinds. 

Nevertheless, as we all know, the need for revising the social-security 
law is urgent if we are to keep it abreast of day-to-day and year-by- 
year economic developments and so I am deeply grateful to you for 
making the decision to hold these hearings and pare announcing your 
intention of trying to get changes through this ye If that is not 
possible, then these hearings should open the way y early action next 
year on this complex, vital legislation. 


COMMITTEE PIONEERED NEW GROUND IN 1956 


I do not want to take unnecessary time here today to go into detail 
on all of the many changes in the social-security laws which I believe 
are necessary at this time. I am quick to admit that the members of 
this commitee, through their long years of work on this legislation, are 
far better qualified than all other Members of Congress to assess the 
shortcomings of the present program and draft the corrective legisla- 
tion today’s circumstances require. 

At the same time, I want to make clear that if you decide once 
again—as you did in 1956—to chart new paths in this vital ay of 
social legislation, I will once again support the committee as I did 
then in lending my vote in behalf of progressive changes. I know 
that it was only because of the determined leadership of ‘this commit- 
tee, backed by the Democrats in the House, that we were able in 1956— 
over the President’s strong objections—to enact the law which au- 
thorized payment of soci: ial-sec urity benefits to eligible disabled 
workers at or after the age of 50, and to women at age 62. These 
were tremendous forward steps. 
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NEED NOW FOR MORE FORWARD STEPS 


Now, it seems to me, the time has come for these additional for- 
ward steps: First, removal of the penalty now assessed against the 
benefits of women who retire between 62 and 65. This improvement 
is provided for in my bill, H. R. 3110, which I introduced in January 
1957. 

Second, further improvement in the disability program, which was 
so nar rowly administered after its enactment in 1956 that it was vir- 
tually automatic for a disabled applicant to be turned down for bene- 
fits if he could so much as move a finger. 

Third, tackle and solve this terribly discriminatory and indefensible 
earnings limitation which has operated with almost universal unfair- 
ness against the retired person who absolutely must supplement his 
benefits with some modest income to make ends meet. 

Fourth, not only readjust benefits upward to reflect current all- 
time-high living costs, but provide reasonable and practical machinery 
for keeping the retired benefici: wry, or the widow with dependent chil- 
dren on survivorship benefits, from being pushed by ever-rising costs 
into grinding poverty and despair. 


MANY OTHER IMPROVEMENTS COULD BE MADE 


There are numerous other improvements which would be logical 
for your committee to recommend, based on your thorough knowledge 
of the program and its actuarial condition, but these four which I 
have cited are the ones which are most frequently cited to me by con- 
stituents anxious to see the social-security program made more effec- 
tive. 

In the current recession, which has brought widespread suffering 
in its wake, thousands upon thousands of older workers who are not 
yet eligibile for social security have lost lifetime jobs. In a great 
many cases there is a strong possibility they will not be restored to 
their old jobs. Automation is certainly a factor in this problem, too. 
I would strongly urge the committee to investigate and propose ma- 
chinery for en: abling older displaced workers, below the age of 65, to 
go on the social-security rolls if the United States E mployment Serv- 
ice, after exhaustion of unemployment compensation, is still unable 
to find suitable employment for them primarily because of age. 


TRAGEDY OF DISPLACED OLDER EMPLOYEE 


It is tragic, particularly in good times of so-called full employment, 
to read the advertisements ¢ alling only for workers under 45 or some 
other arbitrary age ceiling. As firms fail, or merge with other com- 
panies, or go in for automation, or move away to greener pastures 
elsewhere, leaving faithful older workers stranded high and dry, this 
situation makes a festering pool of misery in our economy. The so- 
cial-security program provides one avenue of trying to alleviate the 
problem. Of course we need primarily a whole new attitude on the 
part of industry toward the older worker who finds himself suddenly 
out of a job through no fault of his own. But I urge that you pursue 
this problem and the idea which I have suggested. 


sr 








1080 SOCIAL-SECURITY LEGISLATION 


I would like to devote my remaining time to H. R. 3110, the bill 
I mentioned, which would permit women to retire at 62 or ’ between 
62 and 65 without having their benefits reduced a proportionate 
amount for each month they lack of being 65. 


ORIGINAL HOUSE BILL CONTAINED NO PENALTY 


When we put through the change in 1956 providing for earlier re- 
tirement for women, and also permitting widows to begin collecting 
full survivorship benefits at age 62, the Committee on Ways and Means 
did not recommend any discrimination against the woman who re- 
tires between 62 and 65. Under the bill as this committee reported 
it, and as we in the House of Representatives passed it, widows col- 
lecting survivorship benefits at age 62 and working w omen retiring 
on their own benefits at age 62 would have been treated alike in that 
they would have been eligible for the same benefits they would other- 
wise have received at age 65. This applied, too, to housewives between 
the ages of 62 and 65 whose husbands were retired on social security. 

But when the Senate Finance Committee acted on the bill, these 
special benefits for women at age 62 were knocked out, as was the 
provision for full-disability benefits at age 50. All of these great im- 
srovements were then written back into the bill on the Senate floor 
“ amendment. But, in persuading enough Senators to vote for the 
amendments, the sponsors came up with this compromise formula 
which was clearly intended to discourage working women from re- 
tiring before 65. The House then had to agree to the Senate changes 
in order to get a bill through. 


PENALTY CLAUSE IGNORES ACTUAL FACTS OF SITUATION 


Experience under the 1956 amendments has shown that the penalty 
assessed against the benefits of workingwomen who retire between 62 
and 65 has not generally disc ouraged such women from accepting 
earlier retirement if their health or other factors made this step nec- 
essary. They retired because of personal considerations despite the 
cut in their benefits. 

I think we must remember that women in the working force, espe- 
cially those approaching retirement age, are usually w orking because 
of necessity to support themselves or their families. It is, in most 

eases, a question of absolute need for employment. When such a 
person retires at age 62, it is often not out of choice but because of 
reasons of health. 

Under the present law, such women are being unfairly penalized 
by having their retirement benefits reduced, and thus their living 
standards are less than adequate. 


ALL DOUBTS SHOULD NOW BE REMOVED 


I therefore urge as strenuously as I can that this committee stand up 
for the pr inciples which guided you in 1956 in reporting out the origi- 
nal bill which first provided for retirement of women at age 62. I 
urge that you follow the same reasoning now, and that you move to re- 
peal the provision written into the House bill by the Senate in 1956 to 
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set up this unfair penalty against women who retire between 62 
and 65. 

The experience which we have had under the 1956 law should cer- 
tainly clear up any doubts any of those Senators may have had on 
this issue when the compromise was passed by the Senate 2 years 
ago. We have enough statistical evidence on hand to prove that 
women who feel the need to retire at age 62 are not deterred from 
doing so by the penalty clause, but are instead only made to suffer an 
unnecessary and unwarranted reduction in their retirement living 
standards. This is a cruel feature in the law and should be removed. 

Again, I congratulate the Committee on Ways and Means for tak- 
ing up social-security legislation at this time. I hope we can follow 
through this year with a good bill to maintain the march of progress 
begun in this field by Franklin D. Roosevelt 23 years ago. 

The Cuarrman. Thank you, Mrs, Sullivan, for your views. 

Our next witness is our colleague from Ohio, the Honorable Thomas 


L. Ashley. 


STATEMENT OF REPRESENTATIVE THOMAS L. ASHLEY, OF OHIO 


Mr. Asutey. Mr. Chairman, in recent months the Congress has 
recognized the pressing need for adjusting personal income to the 
mounting and now all-time high cost of living by enacting a series of 
measures to bolster purchasing power and elevate the deteriorating 
living standards of whole segments of the American people. 

We have granted, and most appropriately, over a million and a half 
postal and classified Government workers a substantial cost-of-living 
adjustment in their salaries which had been lagging woefully behind 
current consumer prices. 

Our retired postal and Government employees have likewise been 
accorded an urgently needed annuity increment which will enable 
‘ them to adjust their depreciated annuity income to their basic living 

requirements. Even our veterans and military personnel have been 
given a long overdue adjustment in compensation and pay to correlate 
them with competing wage standards in private industry. 

All of these enactments have been just and humane and have had 
my warmest support because they reflect an acute awareness on the 
part of the Congress of a moral obligation to adjust otherwise static 
incomes to an inflated price structure in order that the living stand- 
ards of our people shall not be forced below subsistence levels. 

There are, of course, other large groups of citizens who have recourse 
to realistic imeome adjustment through organization and group 
pressure. The wages of organized workers in private industry, for 
example, are able to keep pace with spiralling living costs through 
the application of escalator clauses. Even the farmer, whose unfor- 
tunate economic plight has caused much concern in the last few years, 
has achieved a per capita income increase of 10 percent in 1957 over 
1956, so Iam reliably informed. 

There is, however, one broad segment of American citizens who have 
been denied an income adjustment for the last 4 years, a forgotten 
people who have no organized representation in Washington, no high- 
paid lobby to fight their legislative battle in the Halls of Congress 
for them. They have no spokesman and are completely without re- 








1082 SOCIAL-SECURITY LEGISLATION 


course unless we, the Members of Congress, plead their cause. They 
are the millions of people who have made the required number of 
contributions to social security, who are no longer able to engage in 
productive employment, and who have retired on the belief that their 
social-security benefits would enable them to live out their years in 
dignity and comfort, free from dependency on children, relatives, or 
society. Theirs is no capricious or unreasonable demand, nor do they 
seek charity. 

Surely, these people deserve the same consideration as our postal 
and classified Government workers, our civil-service retirees, our vet- 
erans, and military personnel. I respectfully submit that if this 
Congress adjourns ‘without enacting at least a 10-percent increase in 
social- security benefits to enable persons retired under our old-age and 
survivors insurance program to participate fully in our prevailing 

national high-living standard, we shall have defaulted on our moral 
obligation to our aging citizens. 

One of the basic prcesiems confronting our senior citizens in trying 
to stretch their social-security income to cover essential living needs 
runs to the exorbitant and increasing cost of hospital, surgical, and 
nursing-home care for which no perceptible margin is allowed in the 
present pitiably low benefit levels. While wor kers in industry and 
Government have made substantial progress in recent years through 
group insurance plans against the contingency of surgery and hospital- 
ization, the opportunity available to older and retired Pee in our 
society for taking out health insurance is so limited and the premium 

rates so high, that our older citizens by and large are left unprotected 
at a time when their health needs make this type of protection vitally 
necessary. 

Early in this session I introduced H. R. 10664 to provide benefit 
increases for our social-security recipients as well as insurance against 
the cost of hospital, nursing home, and surgical care. I earnestly 
urge that this committee give thoughtful consideration to this much- 
needed relief for our aging citizens. 

An equally pressing obligation of this Congress is to those millions 
of people who are not entitled to even the economic protection afforded 
by old age and survivors insurance, but who receive a bare minimum 
of subsistence under 1 of the 4 categories of federally aided assistance 
prog permanently disabled, and 
dependent children. These programs, while financed in part by the 
Federal Government, are administered by the separate States—often 
unfairly and inadequately with pitiably inadequate payments and 
unreasonable eligibility requirements. It is these needy, who have 
had to supplement their income with public assistance in order to sur- 
vive, who are most badly in need of relief. 

In 1952 Congress voted a temporary and nominal increase to the 
aged, the blind, ‘the disabled, and dependent children. Ever since that 
time these unfortunate people have been kept dangling by temporary 
extensions of this increase which often the States have even failed fo 
pass along, choosing instead to reduce the State contribution for their 
assistance. I earnestly hope that this committee will not only liberal- 
ize but make permanent the Federal share of the benefits under these 
so-called categorical assistance programs and insure that the increase 
is passed along to the recipients. 
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I cannot close without a word in behalf of those persons who have 
not yet reached age 65 but who, nonetheless, for reasons of age, have 
been severed from employment and who, for the same reason, have 
no immediate prospect of reemployment. These persons are too young 
to receive social-security benefits under the present statute, which has 
arbitrarily established that 65 years shall be the minimum eligibility 
age for retirement for men. 

Human nature being what it is, it is impossible to establish any 
precise age for retirement that would be acceptable to everyone. In 
times of prosperity the job market can accommodate older workers 
and still absorb younger workers fresh cut of school. But in times 
of recession, such as we are now confronting, there is strong sentiment 
for early compulsory retirement to vacate jobs for young aspirants. 
Although I cannot support the establishment of an early mandatory 
retirement age, 1 do believe that the Federal Government has a re- 
sponsibility to underwrite the economic security of persons unem- 
ployed for reasons entirely beyond their control by permitting them 
to retire before age 65, at a reduced annuity if need be. 

I recognize that these recommended adjustments necessarily impose 
an additional burden and strain on the social-security fund, the sol- 
vency of which is inherently vital to the effectiveness of our social- 
security program. It goes without saying, of course, that no amend- 
ing legislation, however humane or urgent, can be seriously consid- 
ered without giving due thought to the actual costs involved and the 
necessary adjustment in the contribution rate to offset the increased 
outlay from the OASI fund. It is for this very reason that H. R. 
10664 envisages an increase in the contribution rate of 0.5 percent 
upon employees and employers. 

Actuarial studies and projections bear out that the proposed in- 
crease in monthly benefits of approximately 10 percent can be ade- 
quately sustained by an 0.25-percent increase in contributions. The 
cost estimates for the hospitalization provisions likewise indicate 
that an 0.25-percent increase in contributions would be adequate to 
finance this added feature without jeopardizing the fiscal solvency of 
the fund. I might add here that the projected estimates are based 
on the assumption that aged persons will use between 2 and 2.5 days 
of hospital care annually while actual utilization rates today are 
about 1.75 days despite the great promise which progress in geriatrics 
holds for reducing this figure still further. 

It appears then that an increase of 0.5 percent in the contribution 
rate of employers and employees will serve adequately to underwrite 
the costs of the improved annuities and hospital insurance features of 
the amendments which I have commended to your thoughtful con- 
sideration as both humanitarian in principle and economically sound. 

I am constrained to point out further that every additional dollar 
paid out in benefits will almost immediately find its way back into 
the economic stream. The increased purchasing power of the recipi- 
ent will stimulate consumer demand, which will in turn create jobs 
for the unemployed which will result in more social security tax con- 
tributions to the fund. Thus, if enacted, this legislation will serve 
to generate employment and economic activity and at the same time 
build up the social security fund. 


28110—58——_-70 
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I earnestly beseech this committee to report favorably this meri- 
torious legislation which will not only provide urgently needed re- 
lief to our aged and needy citizens but which will redound to the 
ultimate economic welfare of the entire country. 

The Cuarrman. Thank you, Mr. Ashley, for your views. 

We will now hear from our colleague et Florida, the Honorable 
William C. Cramer. 


STATEMENT OF REPRESENTATIVE WILLIAM C. CRAMER, OF 
FLORIDA 


Mr. Cramer. Mr. Chairman, I appreciate this opportunity to appear 
before this committee and testify in regard to certain proposals affect- 
ing social security annuitants. May I frankly say that I firmly be- 
lieve that some adjustments should be made with the definite purpose 
in mind of increasing benefits under the program to meet the increased 
cost of living.today but with an eye on keeping the program and the 
trust fund fiscally sound. 

There is no doubt in my mind that some adjustment can be made to 
increase benefits using a sound actuarial system that will not jeopardize 
either the fiscal soundness of the program or the tax structure of the 
Nation. This committee has hundreds of proposals before it at this 
time and I feel certain it has the ability to weigh these proposals and 
present a sound measure that would be fair in treatment to the affected 
beneficiaries. This Congress has recognized the need of increases for 
retired civil service and military personnel—of other retirees—has seen 
the need for increased retirement income in the many departments of 
Government. In concurrence with these programs and consistent with 
other retiree action, it follows logically that some adjustment to in- 
crease payments under the social security program should be worked 
out and enacted by this Congress. 

I might point out that such an action would be of great importance 
to the State of Florida and particularly the First District that I 
represent. Here we have many retirees—who have planned over a 
period of years their retirement program. Because of the increased 
cost of living since their last increase in benefits these retirees are 
unable to live within the program they had every right to contemplate 
as adequate and sound and today are, in many cases, in dire straights. 
Total social security benefits were paid to 295,033 people in Florida 
as of June 30, 1957, amounting to $15.884,408 annually. Of this 
amount 174,249 persons received old-age benefits of $11,260,647. 

One of the immediate measures to offer partial solution that this 
committee could take would be action on my bill, H. R. 11186, or a 
similar bill, which would amend title II of the Social Security Act to 
increase the outside earnings permitted under the act from the present 
restriction of $1,200 to $1,800. There are two points of justification to 
this measure which I believe you should consider. The first is a social 
one and involves the senior citizen who desires and is mentally and 
physically able to work and continue his useful life on a limited basis 
during these years. Under the present act the restricting limitation of 
$1,200 does not permit practical fulfillment of this commendable 
desire because of the arbitrary limitation on his earned income, In 
this instance we find that another useful and productive person who 
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could make a valuable contribution to our society is compulsorily denied 
the right to continue adequate gainful employment. 

The second justification for the proposal to raise allowable outside 
earnings to $1,800 under my bill is the fact-that under the present pay- 
ment schedule an income of $1,200 doesnot: supplement the annual 
social security income sufficiently to provide a reasonable standard of 
living for the average person dependent on these benefits. Actually, 
the permitted increase in outside earnings that I have proposed is a 
relatively small amount but every day in the First District of Florida 
I meet retirees to whom just this small amount of difference in earn- 
ings permitted would mean a new world of comfortable living. This 
they have earned and, just because of the existence of the social secu- 
rity program they should not be denied this right. They have every 
right to an adequate outside income. I think that it might be worth 
while to note at this point that the conference committee of the House 
and Senate removed restrictions written into the increase retirement 
bill as to outside income and which was passed this year. Further, 
under the Railroad Retirement Act the Congress realized the equality 
of a person drawing all benefits for which he had paid through deduc- 
tions or other methods. The restriction, which deducted social se- 
curity benefits before paying railroad retirement benefits, was removed 
in 1954 and today a railroad retiree may draw both of the benefits— 
certainly a just decision where contributions have been made—an 
indication that in the sense of Congress there would not be restrictions 
on outside earnings from whatever source they may come. 

Again may I say that I am sure this committee realizes the just and 
urgent need of legislation to amend the Social Security Act as it now 
exists. I feel that the great majority of the Members of the House 
are not excessive in demands for increased annuities but are insistent 
that reasonable increases be made to meet the cost of living today. I 
respectfully request that you act with expedience after these hearings 
in order that the Congress during this 85th session will act to assist 
the many deserving retirees under the Social Security Act. 

The CuarrmMan. Thank you, Mr. Cramer, for your views. 

Our next witnesses represent Commerce and Industry Association 
of New York, Inc., Mr. Peter G. Dirr, member of the social-security 
committee, and Mr. Mahlon Z. Eubank, counsel, social-security 
department. 

Will you identify yourselves, give your names and addresses, and 
the capacities in which you appear. 


STATEMENT OF PETER G. DIRR, MEMBER, SOCIAL SECURITY COM- 
MITTEE, COMMERCE AND INDUSTRY ASSOCIATION OF NEW 
YORK; ACCOMPANIED BY MAHLON Z. EUBANK, COUNSEL, SOCIAL 
SECURITY DEPARTMENT, COMMERCE & INDUSTRY ASSOCIATION 
OF NEW YORK 


Mr. Dirr. My name is Peter G. Dirr. I am appearing as a mem- 
ber of the social-security committee of the Commerce and Industry 
Association of New York. I am vice president and manager of the 
tax department of McKesson & Robbins, Inc., New York City. 
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I am accompanied by Mr. Mahlon Z. Eubank, who is the counsel] to 
the social-security department of the association. 

The Cuarrman. You are recognized, Mr. Dirr. 

Mr. Dirr. We have submitted a lengthy statement to the committee, 
and certainly in view of the time I would not read the statement. I 
would just like to synopsize the highlights of that statement. 

The Cuarrman. Without objection, ~ however, your statement will 
appear in the record. 

Mr. Drrr. Thank you, sir. 

We also appreciate very much the opportunity of coming before 
you during these very expensive hearings on social-security legislation. 

About a year ago the social-security committee of the association 
decided, in view of the many bills that were being introduced in the 
Congress, to undertake a study of the social- -security law and see where 
we have been and where we are going. 

As a result of that study, a policy statement comprising some 10 
areas of legislation was presented to the board of directors so that in 
the future we could be guided by the general policy laid down by the 
board. 

In that policy statement the 10 areas that we covered were as follows: 

In coverage under social security we favored the broad extension 
of coverage to include as many workers as possible who are not now 
covered. For instance, we favor some sort of integration with the 

railroad retirement benefits as well as coverage of physicis uns. 

There is one area of coverage that some of our members have spe- 
cifically brought to our attention, and that deals with the coverage of 
American citizens employed by foreign subsidiaries of American com- 
panies. At the present time one of the requirements for coverage of 
these American citizens employed by foreign subsidiaries is that all 
of the employees of the foreign subsidiary must elect coverage. If one 
of those American citizens who is employed by the foreign subsidiary 
refuses to elect coverage, then there can be coverage for none of them. 

We believe that this 100-percent requirement sho:!d be amended so 
that all such employees may be covered by permitting coverage of 
whatever number desire to be included, and then after the initial cov- 
erage all new employees would be automatically covered. 

Another area of our broad policy statement deals with annual report- 
ing. We have presented this to your committee betore and we would 
just like to emphasize at this time that we feel that the social security 
and withholding reports should be placed on an annual basis with 
the quarterly reports eliminated. 

In the area of financing, we favor a system of financing completely 
supported by payroll taxes contributed alike by the employer and the 
employee with no Government contribution. 

Two years ago I appeared before your committee and at that time I 

made a proposal that in financing of social security there be set up’ 
some sort of a committee, composed of the Secretaries of the Treasury, 
Commerce, Labor, and Health, Education, and Welfare, which would 
be continually reviewing the benefit structure and the rate structure 
under the social-security program so that this committee could advise 
the Congress of what estimated benefits might be paid over a 2-year 
period, and also advise the Congress, as to what rate might be neces- 
sary to pay for those benefits on a strictly pay-as-you-go system. 
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We favor a 2-year periodic review along these lines. 

Another way that such a committee might be set up would be similar 
to your present joint legislative committee in the income tax field. 
Anyway, some committee should be set up which would be continually 
reviewing the area to come back to the Congress every 2 years in 
the odd-numbered years to project the benefits ahead and the tax rates 
necessary to raise those benefits and to keep the program on a 
pay-as-you-go basis. 

This proposal is further elaborated on in the statement. 

We favor the tax on the self-employed being the same as it is on 
the employed ; that is, the self-employed having to pay twice as much 
as the employee who is in covered employment. 

We also favor, however, that the self-employed in paying twice as 
much would be permitted to deduct half of his contribution on his 
income tax return just as the employer is now permitted to deduct his. 

Also we believe that there should be some study given to the deduc- 
tion of the employees contribution for income tax purposes and at the 
same time perhaps the taxability of the benefits for income tax 
purposes. 

The Commerce and Industry Association favors the retention of the 
tax base at $4,200, believing that any increase in taxes necessarily can 
be achieved through an increase in the tax rates rather than an in- 
crease in the tax base. 

We further believe that social security benefits should be related to 
wages and these benefits should represent a base floor of protection. 
We are opposed to any reduction in retirement age of men below 65 
and of women below age 62. 

We oppose any liberalization in the work test but recommend that. 
the work test applicable both to the employed and the self-employed 
be made equitable in determining entitlement to benefits. 

There I would like to digress a bit. At the present time the work 
test for the self-employed encompasses the words “substantial 
services.” 

What are “substantial services”? Congressman Scott who appeared 
just a little while ago read the letter from a bank president who said 
he was retiring and was going to continue to be a director of some of 
the companies and that would deny him his benefits. It all, of course, 
depends whether he is performing substantial services for those 
director’s fees. We do not say that the self-employed should get 
preferential treatment along those lines. There are many cases where 
pension employees continue to act on a retainer basis for their former 
companies for a period of a year or 2 or 3 after they retire. They might 
only work 1 or 2 months of the year and then draw a ten or twelve 
thousand dollar retainer. They are only denied their benefits in those 
months where they performed substantial services; whereas, the indi- 
vidual who retired and was just an employee of a company and then 
goes out and draws some more earnings in excess of $1,200, he will 
be denied for any month that he got more than $80. 

We believe that this discrimination should be eliminated from the 
law and the employment test should be placed on the same basis for 
both. 

As to disability benefits, we oppose any liberalization or extension 
of the disability features of the program bub do suggest that the study 
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be given to the inclusion of dependents of disabled persons in the 
determination of benefits just as is done presently in paying old-age 
insurance benefits. 

In line with this policy, we oppose : 

1. Further liberalization of the disability benefits, freeze provisions ; 

2. Any lowering of the age for disability benefit entitlement age 
under age 50; 

3. Any inclusion of hospitalization or any other benefits not pres- 
ently in the program and not connected with the wage loss concept 
of the program. 

We believe that tremendous strides are being made by employers, 
especially in developing various kinds of insurance coverages, and that 
more time should be permitted in this area so that companies can 
experiment on their own as to granting of benefits for their retired 
employees. 

It is an area that requires a great deal of experimentation. There 
are many national companies, especially, that now have substantial 
comprehensive major medical programs. I have seen figures where it 
was projected that as of June 1 of this year some 15 million workers 
would be covered by major medical programs. We ourselves have 
one in our own company. 

I have a note here that New York State this year passed legislation 
which provides that insurance companies are required to include in 
their health insurance contracts the provision for the automatic con- 
tinuance of hospital and medical and surgical benefits for retired 
individuals. 

As to the social security benefits themselves, in view of the substan- 
tial increases that have been made in the benefit level and the liberali- 
zation of other benefits since 1950, we do not believe that any increase 
should be made at the present time. 

I just noted a release of the Census Bureau last week in which they 
mention that there had been no major change in purchasing power 
between 1955 and 1957. Our position now as to the program of the 
various proposals before you is that we recommend patience. We 
suggest in view of the report that is going to be presented to your 
committee, to the Congress, before the end of this year from the com- 
mittee that was appointed and set up under legislation in 1956, that 
that will serve as the basis for any changes that might be necessary 
in the social security program. 

We realize that while that committee is specifically considering tax 
rates we feel that when they have come out with their report on the 
tax rates that there will be sufficient time to develop any other changes 
that might be necessary. 

Again we want to thank you for giving us this time to appear be- 
fore } your committee. 

The Cuatrman. Mr. Dirr, we thank you, sir, for bringing to us the 
views of the Commerce and Industr y Association of New York. 

Are there any questions ? 

Mr. Foranp. Mr. Chairman, I have just one question. 

Mr. Dirr, you referred to the continuation of health benefits being 
set. up by the various companies here and there. What happens if 
the company goes out of business. What happens to the employees 
of that company then? I cite that now because it came to my atten- 
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tion over the weekend that one large company that had been in opera- 
tion over 94 years in the State of Rhode Island is closing its plant and 
throwing 610 employees out of jobs. Most of those people have a 
record of very long employment with the company. Many stayed 
with the company because they anticipated that they would get the 
benefit of the pension fund set up by that company. 

What applies to the pension fund they lose completely by being 
thrown out? Would that also apply to health insurance, sir? 

Mr. Dirr. Well, it all depends, sir. In our company, for instance, 
we have a plan when the individual retires that. is continued. Our 
pension plan by the way is noncontributory. It is completely paid 
for by the company. When our employee retires he receives an in- 
surance policy. It is a life insurance policy but half of the face value 
of that policy can be used for health insurance benefits after age 65. 

That is just one way that the problem you cite can be taken care of. 

Mr. Foranp. The company pays for this policy 4 

Mr. Drrr. That is right, sir. That feature in the insurance policy 
is only 2 years old. T do not know how many companies have it, 
frankly, but it is one that we have just adopted in October of last 
year. 

Mr. Foranp. I hope many others adopt it. I commend your com- 
pany for this foresight. 

Mr. Der. Thank you, sir. 

The Cuamman. We thank you again, Mr. Dirr, for coming to this 
committee. 

(Information referred to follows :) 


TAX ON SELF-EMPLOYED 


The contribution rate for the self-employed should be equivalent to the con- 
tribution rates of the employer and employee combined. 

Employees and self-employed persons with the same amount of average monthly 
earnings qualify for the same amount of social-security benefits. That the self- 
employed person has paid only three-fourths of the combined employer-employee 
tax is in no way reflected in his benefit amount. There is no justification for 
this existing subsidy to the self-employed. 

We recommend that the self-employed pay the combined employer-employee tax 
rate and that one-half of this combined rate be permitted as a deductible item on 
a self-employed person’s income-tax return. This would conform with the OASI 
deduction now permitted as a business expense to employers. 


INCOME-TAX TREATMENT OF CONTRIBUTIONS AND BENEFITS 


We do not favor recommendations which would permit the deduction of OASI 
contributions on personal income-tax returns while continuing the exclusion of 
social-security benefits from taxable income. 

We recommend that study be given to the feasibility of (1) permitting deduc- 
tion of OASI contributions on personal income-tax returns, and (2) requiring 
that benefits received be included in taxable income. With an increasing number 
of persons collecting OASI benefits, many beneficiaries are given an unneeded and 
undesirable tax advantage to the detriment of the revenue needs of the country. 
Making OASI benefits taxable would not affect those whose principal income on 
retirement is the OASI benefits, since individuals age 65 and over have the 
advantage of double personal exemptions. 


TAX BASE LIMITATION 


The Commerce and Industry Association favors retention of the tax base at 
$4,200 as the maximum amount of wages subject to contribution and used in the 
computation of benefits. 
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Many persons readily agree that the OASI program should be broadly and 
soundly financed. It is generally accepted, too, that benefits should vary with 
past earnings. 

With regard to the tax base, however, we must call a halt to further increases. 
Each rise in the maximum wage base makes it more difficult to control still 
further rises. This trend is undesirable because an earnings base increase con- 
stitutes an indirect method of increasing tax levies. Higher benefits would then 
go to higher wage earners—who are better able to provide for themselves by 
using their own initiative in building private savings reserves. 

On the basis of available evidence we do not believe that any increase in the 
existing $4,200 social-security taxable wage base is necessary or justified at the 
present time. 

If the system is placed on a “pay-as-you-go” basis, no increase in the wage base 
is necessary since adequate financing of the program would be assured through 
appropriate revision of the contribution rate as needed. 


BENEFITS 


Social-security benefits should be related to wages and these benefits should 
represent a basic floor of protection. 

In reviewing and appraising the OASI program, no greater difficulty can be 
encountered than the attempt to define “adequate benefits.” Early studies of 
the program and congressional reports over the years are full of generalizations 
about how old-age retirement benefits should provide reasonable protection 
against want, but nothing is said about what an “adequate benefit” actually is. 

Such phrases as “basic necessities of life’ and “floor of protection,” without 
definition as to what they encompass, are meaningless. It is clear that the pro- 
gram never was intended to provide the same dollar amount as a “floor of pro- 
tection” for all claimants. Rather, this “floor” is related (in dollar amounts) to 
each beneficiary’s earnings and contribution history. To this dollar “floor” of 
benefit protection, each individual adds whatever other funds he has provided for 
his old age. 

Without an “adequate benefit” definition, then, it may be helpful to measure 
the adequacy of current benefits in terms of whether they have kept pace with 
changes in the cost of living and wage levels. 

To safeguard beneficiaries from the inroads of inflation a review should be 
made from time to time to assure that benefits continued to provide a minimum 
floor of protection in the light of attendant economic conditions. 

Just as it is desirable to continue graduating social-security benefits in relation 
to wages so it is that the benefit formula itself should not be unduly “loaded” in 
favor of the lower wage earners. The present formula, adopted in 1954, provides 
benefits of 55 percent of the first $110 of average monthly wage, plus 20 percent of 
the next $240. This compares with the previous formula of 55 percent of the 
first $100 and 15 percent of the next $200. We believe that in order to preserve 
the principle of relating benefits to wages, the more liberal treatment accorded 
the higher wage groups was warranted aside from the factor of long-range costs. 
Failure to take action in this direction would have meant further “loading” of 
the benefit schedule in favor of the lower wage earners, at the risk of further 
socializing the cost of the program. 

Benefits should continue to be related to wages and to length of employment. 
Accordingly, there should be no liberalization of the dropout provision or initi- 
ation of any new provision which would reduce recognition of the concept of con- 
tinuity in employment in the calculation of average monthly wage. 


REDUCTION IN AGE 


The Commerce and Industry Association opposes the reduction in the retire- 
ment age for the male worker from the present 65, and for the female worker 
or widow below the age of 62. 

To maintain our economic supremacy in the competitive world markets, and 
keep abreast of the needs of a rising population, the skills of the older worker 
must not be dissipated. It would not be sound for the younger worker in the 
future, through an ever-increasing tax rate on his salary paid by himself and his 
employer, to pay for the early retirement of a larger and larger number of per- 
sons who can work and are available for employment. 

We believe that a reduction in the retirement age will hurt older worker em- 
ployment potentials for the following reasons: 
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1. The present retirement age of 62 for women already discriminates against 
the men. Lowering this age further would increase such discrimination and 
might lead to a commensurate reduction in the retirement age for men. 

2. Company, industrial, voluntary and Government pension plans have grown 
at an accelerating rate. Most are geared to the Social Security Act as to the age 
of retirement. Further lowering the age would create many complications in 
these varied pension plans. 

8. Social-security benefits plus company pension plans have resulted in larger 
numbers of workers retiring each year at age 65 at a time when life expectancy 
is increasing. Lowering the age both for social-security and company pensions 
would accelerate compulsory retirement or induce voluntary retirement at this 
earlier age, contrary to the national interest. 


WORK TEST 


We oppose any liberalization in the “work test” but recommend that the “work 
test” applicable for both the employed and self-employed to be made equitable 
in determining entitlement to benefits. 

Under present law the work test is on an annual basis. In any year before 
the beneficiary reaches 72 and earns more than $1,200, the number of monthly 
benefit checks due him for the year will depend on the amount of his total 
earnings and on how much work he does in each month. In general, the bene- 
ficiary loses his right to 1 month’s benefit check for each $80 (or fraction of 
$80) of earnings over $1,200 in the year. No matter how much the beneficiary 
earns in a year, however, he can receive the monthly payment for any month 
in which he neither earns wages of more than $80 nor renders substantial 
service in self-employment. After the beneficiary reaches age 72, this earnings 
test does not apply. 

We recognize that there is much merit in permitting some amount of allow- 
able earnings. An old-age insurance monthly benefit check which does not 
supply the basic necessities may need to be supplemented. The present work 
test effectively serves this purpose but should be revised to correct certain 
inequities that now exist with respect to earnings above the $1,200 allowed 
amount. 

The present provisions discriminate in favor of the self-employed because of 
the test of “substantial services” in a given month. Such an individual can 
earn in 1 month a large sum of money and still be entitled to the collection of 
monthly benefit checks even though the $1,200 annual limit has been exceeded. 
We believe that to make the work test equitable the $1,200 limit should apply 
both to the employed and the self-employed without the test of substantial 
services in the latter case, and that 1 month’s benefit be suspended for each 
$80 earned in excess of $1,200. 


DISABILITY 


We oppose any liberalization or extension of the disability features of the 
program, but suggest that study be given to the inclusion of dependents of 
disabled persons in the determination of benefits just as is done presently in 
paying old-age insurance benefits. 

On August 1, 1956, the President approved H. R. 7225, embodying the Social 
Security Amendments of 1956. One amendment provides monthly benefits for 
totally and permanently disabled individuals. The amount is the same as 
for old age but there are no dependency benefits. Such benefits become payable 
at age 50 and terminate when disability terminates, when the worker becomes 
entitled to old-age benefits, or when he dies. The definition of disability is 
restrictively worked and emphasis is placed on rehabilitation with provision for 
termination of benefits if rehabilitation is unjustifiably refused or resisted. A 
payroll tax of one-fourth of 1 percent each on employer and employee is imposed 
and paid into a separate fund to finance the program. 

To date the Government has been placing primary reliance on objective 
medical findings. There is a growing insistence for more liberal standards 
in determining total disability. Certainly there is a good chance that the 
courts and administrative tribunals will liberalize the law by interpretation. 
Further liberalization and extensions of benefits may arise from the competi- 
tion of candidates for support of the voters. Specifically, efforts are under- 
way to reduce or eliminate the qualifying age of 50 and to add hospital or 
medical care benefits. Even without a recession all of this would result in 
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increases in the cost factor and lead to difficulties similar to those of the 
privately insured programs. That is why many doubt the wisdom of the social- 
insurance approach to the problem of long-term disability. 

In line with this policy we oppose : 

1. Further liberalization of the disability benefits freeze provisions. 

2. Any lowering of the age for disability benefit entitlement under age 50. 

3. Any inclusion of hospitalization or any other benefits not presently in the 
program and not connected with the wage-loss concept of the program. 

However, to be consistent with the benefits now paid on behalf of dependents 
of old-age pension beneficiaries, we favor studying the payment of benefits on 
behalf of dependents of totally and permanently disabled beneficiaries. 

Now, as to present proposals before you for consideration, much attention 
is being given to the granting of hospital, nursing, and surgical benefits to 
present OASI beneficiaries. We believe it is indeed meritorious to focus at- 
tention on this most important problem—but we do not believe the solution re- 
quires Federal action. Health care for other than the indigent aged has at- 
tracted attention only in the last decade or so. It is corollary to the general 
expansion in health insurance. 

We believe that this is an area which requires much analysis and ex- 
perimentation—experimentation which will increasingly result in better pro- 
grams for the retired. There are today numerous approaches to the solu- 
tion of the peculiar hospital and medical expense problems of the aged being 
tried by companies, large and small, all over the country. Various types 
of benefits are provided where employers continue coverage for retired work- 
ers by paying all or part of the cost under group policies, prepayment plans 
and by conversion privileges. Dynamic thought and action is now being given 
by employers to liberalization of present plans for retired workers or the ex- 
tension of group benefits to such workers. Thus, the business community has 
demonstrated a sympathetic attitude toward its retired workers and is doing 
something about it. This commendable initiative should not be stifled by 
restrictive or onerous legislation. 

Many employers are liberalizing their health insurance plans. A more com- 
prehensive type of health insurance, known as major medical, is now being paid 
in whole or part by many employers: This type of insurance, according to a sur- 
vey conducted by the Health Insurance Council, had the sharpest increase in 
1957 of any type of health insurance. The number of persons covered by major 
medical insurance through insurance companies rose by 49.4 percent to 13,262,- 
000 individuals, all but 834,000 through group policies, at the end of 1957. By 
projection it is estimated that the June 1, 1958, figure for major medical cov- 
erage was 15 million. 

In our opinion, if Congress enacts legislation for hospital and surgical ex- 
penses for OASI beneficiaries, it will not only hinder the development of group 
health insurance but also such legislation will do more harm than good. We 
fear that employers will be apt to drop plans relating to the liberalization of 
benefits for present employees or the extension of group benefits to retired em- 
ployees. This will be due to the fact that overall cost will increase and the 
amount allocated by the employer for health insurance will not cover such 
liberalization. Rather than liberalize their health-insurance program, employers 
may cite a health provision in the Social Security Act as meeting their obliga- 
tion to their employees. 

Employers in New York have been encouraged to provide on a voluntary basis 
health insurance for their retired workers as a result of State legislation en- 
acted this year. Insurance companies under this legislation are required to 
have group health insurance to offer to policyholders which provides a con- 
version privilege when members leave the group. After 3 months, no evidence 
of insurability would be required and if the option were exercised the retiree 
member would be entitled to specified benefits such as hospital room and board 
expenses, up to $10 a day for 21 days, miscellaneous expenses of $100 and 
surgical benefits according to a $200 maximum schedule. The conversion privi- 
lege does not only apply to those who retire but also to those who quit, children 
leaving the family group because of age, and the surviving spouse and children 
because of the death of a member of the group. New York has led the way. 
It is expected that many other States will examine their insurance laws with the 
intent of encouraging employer initiative in this area. 

Getting back to the matter of social-security benefits themselves, we note the 
tremendous expansion—unprecidented in social legislation—in the social-security 
structure in the last 8 years. Starting with 1950, benefit levels have more than 
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doubled, the retirement test has been relaxed, disability benefits have been 
adopted, the retirement age for women has been lowered, and many other liberali- 
zations have been effected. We share the concern of Secretary Folsom that 
benefits should be adjusted only after considerable study and the pattern of 
election year liberalization should be stopped lest its continuation wreck the 
system in the long run. 

We share with all due concern for the welfare of our senior citizens. Yet we 
temporize our feelings with the thought that social-security beneficiaries are no 
longer few in number—that further benefits awarded to these more than 11 
million individuals must be paid for by the 70 million working Americans—that 
the welfare of all our people must receive due consideration—and that hasty 
action at this time can place untold burdens on the generations of the future. 

Recently, the Social Security Administration estimated that the pragram 
would “run in the red” until 1962 and would not resume its upward trend until 
1965 even without benefit increases. Certainly, under the circumstances, benefits 
could not be raised without increasing the tax take. We admit that this is not 
the time to impose additional costs on employers nor to reduce the take-home pay 
of our working citizens. 

Clearly then, we recommend patience. Pursuant to authority granted by 
Congress in 1956, Secretary Folsom last fall appointed top experts in the field of 
labor management and education as members of the Advisory Council on Social 
Security Financing with instructions to report to the Congress by the end of 
this year. Surely, prudence would indicate. that no action be taken in this area 
pending the development of this report. Then, with the document at hand, 
perhaps we can clearly lay out our future course. 

Provision of benefits to our elder citizens must be properly balanced against 
the needs of the community us « whole. Old-age benefits must not be permitted to 
impair the general welfare, lest we find ourselves with a social-security program 
which has become antisocial. 


STATEMENT OF THE COMMERCE AND INDUSTRY ASSOCIATION OF NeW York, INC., 
CONCERNING LEGISLATION AMENDING THE VARIOUS TITLES OF THE FEDERAL 
SociaL Security Act 


(Presented by Peter G. Dirr, member of the Social Security Committee of Com- 
merce and Industry Association of New York, Inc., and vice president of 
McKesson & Robbins, Inc.) 

Commerce and Industry Association of New York, Inc., the largest service 
chamber of commerce in the East, represents approximately 3,500 employers, 
large and small, in all branches of industrial and commercial activity, including 
many corporations headquartered in New York but engaged in multistate activi- 
ties. Through its social-security committee, which includes many of the Nation’s 
leading tax and personnel executives, and its social-security department, the 
association studies and actively represents management thinking on legislation 
involving the various titles of the Social Security Act. The Commerce and 
Industry Association appreciates the opportunity to appear before your com- 
mittee for testimony on this important proposed legislation. 

The principal subjects within the scope of the hearing cover practically every 
title of the Social Security Act. Our statement will primarily cover the Federal 
old-age and survivors insurance and disability program. However, we will first 
set out our position in respect to titles III and IX, unemployment insurance. 


UNEMPIOY MENT INSURANCE 


We are opposed to the Kennedy-McCarthy bill (S. 3244, H. R. 10570) and 
similar bills where States are required to place in their unemployment insurance 
laws Federal standards covering about every part of their unemployment insur- 
ance program. Our reasons will not be repeated here because they were pre- 
sented to this committee on April 1, 1958, in our testimony and statement at the 
hearing on temporary unemployment insurance benefits. 

Our association, however, is not opposed to legislation which permits any State, 
by election, to enter into a plan, under the public assistance program, with the 
Department of Health, Education, and Welfare, whereby the Federal Govern- 
ment would provide funds on a 50/50 basis to pay benefits to unemployed indi- 
viduals on the basis of need, provided they had a recent work history and were 
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not covered under a State Unemployment Insurance Act. Somewhat similar 
legislation was proposed by Senator Douglas as an amendment to H. R. 12065, 
as set out in the Congressional Record of May 28, 1958, on page 8707. 


FEDERAL OLD-AGE, SURVIVORS INSURANCE, AND DISABILITY PROGRAMS 


About a year ago the social-security committee of our association, noting the 
substantial number of bills introduced in this area, undertook a study to develop 
association policy. In due course a policy statement was prepared covering the 
major areas of those programs. 

These policy recommendations have been endorsed by the board of directors 
of the association and since we believe the subject matter to be of such impor- 
tance to the preservation of a dynamic economy in this country, we are present- 
ing at this time the complete policy statement of the association. 


cod 


COVERAGE 


We favor broad extension of coverage, because this is basic to a sound 
program. 

While the program has moved strongly in this direction, more needs to be done. 
(Initially, about 60 out of 100 employed were covered by the act, compared to 
about 92 out of every 100 jobs presently given coverage. ) 

Major groups that continue to be excluded are physicians, most Federal civil- 
service employees, police and firemen in those States which have not yet enacted 
legislation to permit their coverage, low-income self-employed persons (those 
earning less than $400 a year), and farm and domestic workers not regularly 
employed. 

Coverage of substantially all gainfully employed persons (to the extent admin- 
istratively feasible) is essential to a sound social-insurance system and to avoid 
inequities that otherwise result. Movement of individuals from covered employ- 
ment to employment left uncovered by the act not only tends to make establish- 
ment of eligibility more difficult but, because benefits are computed in relation 
to continuity of covered employment, such individuals may find their monthly 
benefit rate impaired as a result. 

This is just one reason for insistence on getting closer to the goal of universal 
coverage. 

But more dramatically to the point is the fact that nobody escapes the risk 
of old age. And since we have a tax-supported, Government-administered re- 
tirement system which recognizes this universal risk, why should certain groups 
of persons be excluded? Why must existing coverage continue to contradict 
seemingly accepted beliefs and principles? 

Here we find the Federal Government itself actively perpetuating the contra- 
diction : It permits a retirement system for its employees (and railroad industry 
employees) to exist in competition with, and independently of, the general pro- 
gram of social security. 

The present law should be amended to permit integration of railroad retire- 
ment and Federal civil-service programs with OASI. Today 1.9 million Federal 
employees are under civil service, and 1.2 million railroad employees are cov- 
ered under the railroad-retirement program. They should be covered by the 
basic social-security system. Present special systems for them should be modi- 
fied so as to produce results comparable to the supplementary benefits provided 
under private industry pension plans. A long step toward universal coverage is 
possible if action is taken on this recommendation. 

Another area in which coverage can be extended is that of United States citi- 
zens employed by a foreign subsidiary of an American company. Prior to the 
1954 social-security amendments, only American citizens employed overseas by 
American employers could be covered. The 1954 amendments made coverage 
available for American citizens employed outside the United States by foreign 
subsidiaries if several conditions are met. As amended in 1956, these conditions 
now require that (1) the American corporation must own 20 percent or more of 
the voting stock of the foreign subsidiary (or 50 percent of the voting stock of 
a foreign corporation which in turn, owns 20 percent or more of the voting stock 
of the employing foreign corporation) ; (2) the American corporation must ac- 
eept the responsibility of paying the required social security contributions on 
behalf of both the foreign subsidiary and its employees; and (3) all American 
citizens employed by the foreign subsidiary must be covered. It is this last 
provision which has produced difficulties. 
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The law should be amended to remove the requirement that all such employees 
must be covered and permit coverage of whatever number desire to be included, 
with the proviso that all new employees subsequently hired would be automati- 
eally covered. 

ANNUAL WAGE REPORTING 


We favor the elimination of quarterly wage listings and the adoption of annual 
reporting for social-security purposes. 

There is no justification for continuing the quarterly reports. Quarterly re- 
ports complicate the payroll and accounting procedures of every business firm. 
On the Federal side, millions of dollars could be saved annually by eliminating 
the need for processing these records. At a time when the Government is 
searching for ways to reduce expenditures by billions, the saving of millions is 
important. 

The W-2 form for income-tax purposes and form 941 should be combined in a 
single annual report. 

Reporting of wages for the self-employed is on an annual basis and works well. 
Four quarters of social-security coverage are credited for each year in which a 
self-employed individual has earnings of $400 or more. This same arrangement 
could be applied to wage earners generally. 

There is little question that annual wage reporting for social-security purposes 
would be generally advantageous. For employers, it would mean the elimina- 
tion of the preparation and filing of some 12 million OASI quarterly wage re- 
ports containing 200 million individual wage items at an estimated annual sav- 
ings of $22 million. For the Government, it would mean discontinuance of 
processing this tremendous volume of reports. 

Annual reporting would be advantageous to employees for two reasons. First, 
each worker would receive an automatic verification of earnings reported by 
the employer for credit to the individual's social-security account, since the 
employee’s annual W-2 form would be an exact copy of the social-security 
report filed by the employer. Secondly, many workers, particularly students 
and part-time help, now fail to file for income-tax refunds due them. This 
system would permit the Internal Revenue Service to detect such individuals 
and advise them of their rights. 

Finally, it would permit easier but more complete administration of the in- 
come-tax and social-security laws. There are undoubtedly many employees, 
who are establishing social-security wage credits while failing to file income-tax 
returns. Annual reporting would furnish the Internal Revenue Service with 
the tools to prevent such evasions. 


FINANCING 


We favor a system of financing completely supported by payroll taxes and 
based on the “pay-as-you-go” concept. The payroll taxes should be contributed 
equally by employer and employees with no Government contributions. 

A true pay-as-you-go system makes the taxpayer conscious of the actual cost 
of old-age protection, balancing what might be considered desirable on the one 
hand against the cost of financing the program on the other. 

Because benefit payments have exceeded expectations and because income has 
lagged a bit behind predictions, the social-security system already has been 
compelled to use some of the interest earned on past surpluses and soon will 
start digging slightly into the surpluses themselves. 

Recently the trustees of the old-age and survivors insurance (OASI) trust 
fund submitted their annual report to Congress. For the fiscal year ended last 
June 30, OASI benefit payments were $6.5 billion and administrative expenses 
$150 million. 

Income was $6.5 billion in contributions and $561 million in interest. The 
trust fund rose by 436 million to reach almost $23 billion. However, in the 
next 5 years the program will pay out more in total benefits than it receives in 
tax revenues and interest. The fund is expected to shrink from about $22.6 
billion now to about $19 billion to $20 billion in 1962. It is not expected to 
go below that figure. The report adds, however, “in the unlikely event that 
there were a severe decline in industrial activities beginning in the latter half 
of calendar year 1959 with a slow recovery not beginning until the first half 


of calendar year 1961, the OASI fund might decline to $15.6 billion in mid- 
1962.”’ 
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Much of the decline is due to the increased payments of benefits in three 
areas. First and most important, the trustees say, more benefit claims than 
expected were filed by persons—especially farmers—brought into the program 
in 1954 and 1956. Second, more women than expected decided to take advtange 
of the reduced benefit at age 62 rather than a full benefit at age 65. The 
average amount of total benefits received will be about the same, but stretched 
over a longer period. Third, because of the recession, more older workers are 
applying for retirement benefits since they are unable to find or keep jobs. 

The tustees further state that tax increases scheduled in 1965 will cause the 
trust fund to resume its upward trend for many years. This, however, is 
predicated upon the assumption that there will be no hasty or unwarranted 
benefit increases. . 

To the extent that social-security benefits are financed out of interest earn- 
ings the program is being subsidized by general revenues. This is so because 
interest earnings On social-security trust funds are derived from Federal tax 
funds. Holding the existing reserve funds available for contingencies (as will 
be explained later) and placing the program on a true pay-as-you go basis would 
prevent further expansion of this indirect subsidy. 

To implement the pay-as-you-go concept, we favor a periodic 2-year review of 
tax needs to provide necessary benefits. We propose that in each odd-numbered 
year a committee (composed of the Secretaries of the Treasury, Commerce, 
Labor, and Heaith, Education, and Welfare) advise the Congress of (1) the 
estimated benefits to be paid during the next 2 calendar years based upon the 
existing schedule, and (2) the contributions necessary to finance those benefits. 
At no one time should the overall tax increase upon employees and employers be 
more than one-quarter of 1 percent each. If it is found that the benefit costs 
will exceed the amounts collected through payroll taxes in excess of this addi- 
tional combined one-half of 1 percent maximum a year, we recommend that the 
difference be paid out of the surplus. Further, if during the 2-year period 
Congress increases the benefits or amends the law so as seriously to affect the 
committee’s benefit estimates, then the committee shall make a revised estimate 
of benefits based upon such changes and shall then recommend a new tax rate to 
the Congress for enactment. 

(Parenthetically, we might add that this same suggestion was made to Con- 
gress when we testified in 1956. At that time the late Senator Millikin took 
exception—stating that our proposal would in essence represent a transfer of 
taxing authority from the Congress to the executive department. We again 
emphasize, as we did at that time, that this Cabinet committee would be advisory 
only. We would hope, however, that the recommendation of this committee 
would invariably be accepted by a Congress dedicated to the establishment of a 
sound social-security program. Quite analogously, we refer to the action of 
Congress in 1956, when it authorized the formation of an Advisory Council on 
Social Security Financing to consider the sufficiency of present tax rates and to 
report to the Congress prior to January 1, 1959, and every 5 years thereafter. 
Surely, this action indicated the willingness of Congress to listen to the consid- 
ered recommendations of experts. We believe our proposal uses experts closer 
to the scene and in addition, it provides for more frequent review.) 


The CHatrman. The Chair observes that our colleague from the 


First District of Maine, Hon. Robert Hale, is now in the room. Mr. 
Hale, you are recognized, sir. 


STATEMENT OF REPRESENTATIVE ROBERT HALE, OF MAINE 


Mr. Hare. Mr. Chairman and members of the committee, I appre- 
ciate the opportunity to appear before this committee today. My pur- 
pose is to urge your support of my bill, H. R. 11256, to amend title I] 
of the Social Security Act to facilitate the extension of social-security 
coverage to certain State employees in the State of Maine. 

An identical bill also has been introduced in the Senate by my col- 
league from the State of Maine, Senator Frederick G. Payne. 

This amendment was made necessary last year when the Maine 
Legislature adopted an act declaring it to be the policy of the State 
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of Maine that employees of political subdivisions of the State have 
the benefits of social security whether or not they were mahal of an 
existing retirement system. 

This act expressly provided that it would not apply to teachers, 
policemen, and firemen who were under an existing pension or retire- 
ment plan. In Maine, teachers are covered by the “Maine State retire- 
ment system as a class and do not depend upon the municipality’s 
membership to make them eligible. Therefore, under the State retire- 
ment system, a teacher is considered a State employee. 

For social-security purposes, however, a teacher is considered an 
employee of the municipality, and where social-security coverage is to 
be extended to the employees of a municipality which belongs to a re- 
tirement system, it must, under the Social Security Act, include all 
municipal employees covered by the system. 

The effect-of this provision in the Social Security Act is to deny 
social-security benefits to all employees of municipalities which belong 
to the State retirement system because the laws of Maine preclude 
social-security coverage for teachers. 

The purpose of my amendment then is simply to permit the State of 
Maine to treat teachers as a separate class, as the Social Security Act 
now treats policemen and firemen, so that certain other municipal em- 
ployees would be eligible for social-security benefits. 

Some 22 municip: rlities and 23 quasi municipal corporations in the 
State of Maine with a total of 3,363 employees are involved under the 
terms of this proposed amendment. 

The Department of Health, Education, and Welfare, in its report 
on the Senate bill, S. 3424, opposes such an amendment. 

The report states : 

We believe that special old-age and survivors insurance provisions of this kind 
are not generally desirable. Special legislation tends to nullify the effect of the 
general provisions of law and to complicate administration of the law. 

In answering this objection, I should like to emphasize that special 
provisions of this kind were included for 17 States and Hawaii among 
amendments to the Social Security Act in 1956. 

Those States were Florida, Georgia, Minnesota, Nevada, New Mex- 
ico, New York, North Carolina, North Dakota, Oklahoma, Oregon, 
Pennsylvania, South Carolina, South Dakota, Tennessee, Texas, Wash- 
ington, and Wisconsin. 

In Public Law 880, enacted August 1, 1956, we find special provisions 
for certain State and local employees of 9 States and Hawaii (70 Stat. 
825), for certain nonprofessional school district employees in 8 States 
and Hawaii (70 Stat. 826), and for policemen and firemen in 5 States 
(70 Stat. 826.) 

Thus we see that there is ample precedent for the amendment I am 
proposing. If Congress saw fit to enact the special provisions I have 
listed, there is no reason why it should deny the same favorable action 
to the State of Maine. 

Furthermore, if the Department of Health, Education, and Welfare 
has been able to administer the Social Security Act with these pro- 
visions, I don’t think that my simple amendment is going to cause any 
breakdown in its administrative machinery. The “administrative dif- 
ficulties” argument is convenient for an executive department when- 
ever it doesn’t like a particular proposal, but I don’t think it should 
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ever be a deciding factor. After all, we are first concerned with the 
good or bad effects of legislative action, and only secondarily are we 
concerned with administrative considerations. 

Many worthy pieces of legislation have proved difficult to admin- 
ister, but their merit has far outweighed any administrative difficul- 
ties encountered. I have faith in the ability of our public servants 
to carry out the intentions of Congress. 

The Department also contends that special provisions of the kind 
I am proposing, and I quote: 
introduces into the social-security program inequalities of treatment as between 
different groups—inequalities which are inappropriate in a national social 
insurance system. 


Here we have the familiar line of argument that the National Gov- 
ernment always knows best—that the States are incapable of insuring 
just treatment for their citizens. I don’t think we have come to the 
point where the States must adopt a “papa knows best” attitude. In 
this case, the State of Maine wants to provide special treatment for 
teachers. I see no reason why it shouldn’t be allowed to do so, nor 
why this should preclude other municipal employees from obtaining 
social-security benefits. 

I hope this committee will act favorably on the amendment I have 
proposed. 

The Cuatrman. Mr. Hale, we thank you for bringing to the atten- 
tion of the committee the provisions of your bill, H. R. 11256. 

Are there any further questions ? 

I thank you again, Mr. Hale. 

Mr. Harz. Thank you for giving me the opportunity to express my 
views here today. 

The Cuarrman. The next witness is Mr. Bruce Gifford. Mr. Gif- 
ford, please come forward and identify yourself for the record, giving 
us your name, address, and capacity in which you appear. 

Mr. Girrorp. My name is Bruce Gifford. I am managing director 
of the International Association of Accident & Health Underwriters. 


STATEMENT OF BRUCE GIFFORD, MANAGING DIRECTOR, INTER- 
NATIONAL ASSOCIATION OF ACCIDENT & HEALTH UNDER- 
WRITERS 


Mr. Girrorp. Mr. Chairman and members of the committee, the 
International Association of Accident & Health Underwriters is the 
only organization comprised solely of individuals engaged in the sell- 
ing and merchandising of health insurance. I am appearing today on 
their behalf. 

You have heard the views of Messrs. Miller, Faulkner, and O’Con- 
nor, who testified on June 24. We concur in the statements of these 
gentlemen and wish to add some further thoughts, especially on the 
bills concerning verious proposed benefits for hospitalization, medical, 
and surgical treatment, and nursing home care to be granted OASI 
recipients. 

Although the motives are well-intentioned, we oppose the enactment 
of H. R. 9467 and similar measures for the following reasons: 

1. An active, expanding, efficient mechanism in the form of pro- 
grams offered by companies and service organizations, such as Blue 
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Cross and Blue Shield, is presently available. Institution of a Gov- 
ernment-sponsored, tax-supported mechanism would constitute need- 
less duplication, produce overall inefficiency, and waste of money. 

2. Government-administered health program in other countries such 
as Canada, England, and so forth, have had the effect of reducin 
standards of care, needlessly increasing hospital length of stay, am 
increasing irritations and frustrations of the general public toward 
the Government and administration that sponsored the measure. On 
the other hand, voluntary coverage has contributed toward efliciency. 

3. Social security was set up and has been maintained despite 
numerous amendments to pay basic retirement benefits in cash to 
supply a floor of protection for our senior citizens. 

Recipients of OASI benefits should be allowed to continue to spend 
their allotments as their own demands dictate. If there is need for 
health insurance, it is readily available for these persons through vol- 
untary means, to be purchased in the same manner any other citizen 
would provide for himself. 

Given the price of the premium, insurance is available for anyone. 
A Government mechanism can provide it no cheaper. 

4. The problem of health insurance for the aged is rapidly diminish- 
ing. Persons who are now in the active working force, will by the 
time they retire have been able to place themselves under some form of 
continuing health insurance protection—through group continuation 
and conversion, extension of individual coverage, purchase of new 
policy, qualification in retired persons, or special group, or by owner- 
ship of a paid-up-at-65 policy. 

Those now over 65, who are actually indigent or near indigent, 
should be taken care of by State and local public assistance. Here 
is another case where various Government mechanisms are extant and 
duplication and waste could result by the creation of a new Govern- 
ment program. 

5. Future costs are unpredictable. Estimates of future costs by 
social-security administration actuaries have not been accurate. A|- 
ready OASI has reached the point of diminishing returns—more goes 
out each year than comes in. 

Financing measures proposed in H. R. 9467 and like bills would not 
begin to cover the costs of the program. 

6. The design of health-insurance programs has undergone radical 
change in just a few years. Most insurance men are agreed that major 
medical, with deductibles and coinsurance, to cover the large unpre- 
dictable health bills, is the coming thing. Evidence of this is seen 
in the remarkable growth of this form of coverage in the past 10 years, 
from no persons covered to an estimated 15 million now protected, with 
an increase of 50 percent in persons covered just this last year alone. 

The program advocated by H. R. 9467 and similar bills is outdated 
already and will become more outdated. By its very nature, the older 
formulas for benefits as exemplified by H. R. 9467 will not keep up 
with definitely predictable mounting costs of health care. Only the 
newer forms of coverage, like major medical, will. 

Competition between sales people offering various programs of 
insurance has spurred tremendous growth in number of people covered 
and continual refinement and liberalization of policies. Without 
the sales force of many tens of thousands of men selling coverage com- 
71 
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petitively, the health insurance industry would not have grown to its 
present size. 

It has been often demonstrated that one of the principal centers of 
influence in any community by virtue of acquaintances and contacts is 
the insurance agent. He is dedicated to the highest principles of 
democracy and free enterprise. He will resist and encourage his 
policyholders to resist any measures that lead to needless tax increase, 
socialization, mortgaging of future generations, or rewarding of the 
improvident who haven't seen fit to provide themselves with the in- 
surance that has been available all along. 

The Carman. I would like to thank you very much for bringing 
to the committee the views of the International Association of Acci- 
dent and Health Underwriters. 

The record of the hearings will remain open until Wednesday, 
July 2, 1958, for the filing of statements and the submission of in- 
formation for which unanimous consent has already been obtained. 

The hearing today and the hearing on this subject having been con- 
cluded, the committee will now adjourn to meet tomorrow at 10 a. m. 
in executive session. 

(The following material was received by the committee :) 
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The Speaker oF THE House or REPRESENTATIVES, 
Washington, D. C. 

Sirs: We have the honor to transmit to you the 18th Annual Report 
of the Board of Trustees of the Federal Old-Age and Survivors 
Insurance Trust Fund and the Federal Disability Insurance Trust 
lund, in compliance with the provisions of section 201 (c) of the 
Social Security Act, as amended. 

Respectfully, 
Rosert B. ANDERSON, 
Secretary of the Treasury, and Managing Trustee of the Trust 
Funds. 
James P. MitcHeE .t, 
Secretary of Labor. 
Marion B. Fotsom, 
Secretary of Health, Education, and Welfare. 
Cuarues I. ScHorr.anp, 
Commissioner of Social Security and Secretary, Board of 
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EIGHTEENTH ANNUAL REPORT OF THE BOARD OF TRUSTEES 
OF THE FEDERAL OLD-AGE AND SURVIVORS INSURANCE 
TRUST FUND AND THE FEDERAL DISABILITY INSURANCE 
TRUST FUND 

Fiscal Year Ending June 30, 1957 


THE BOARD OF TRUSTEES 


The Federal old-age and survivors insurance trust fund, established 
on January 1, 1940, and the Federal disability insurance trust fund, 
established on August 1, 1956, are held by the Board of Trustees 
under the authority of section 201 (c) of the Social Security Act, as 
amended. The Board is comprised of three members who serve in an 
ex officio capacity. The members of the Board are the Secretary of the 
Treasury, the tibare of Labor, and the Secretary of Health 
Education, and Welfare. The Secretary of the Treasury is designated 
. by law as the managing trustee. The Commissioner of Social Security 
is secretary of the Board. 


FISCAL YEAR HIGHLIGHTS 


The contribution provisions of the Federal disability insurance 
program, adopted by Congress in 1956, became effective on January 
1, 1957. Under this program, contribution receipts are appropriated 
to the Federal disability insurance trust fund which is entirely separate 
from the Federal old-age and survivors insurance trust fund. Dis- 
ability insurance benefits, which became payable beginning with 
July 1957, and the administrative expenses of the disability insurance 
program, are paid from this fund. 

The 1956 amendments to the Social Security Act also extended 
the contributory coverage of the old-age and survivors insurance 
program to about 4 million additional persons, including members of 
the Armed Forces, additional farm owners and operators, certain 
self-employed professional persons, certain groups of Federal civilian 
employees, and additional State and local government employees. 

During fiscal year 1957, other Social Security Act amendments 
went into effect liberalizing the conditions under which persons 
may become eligible for benefits under the old-age and survivors 
insurance program; providing monthly benefits to the dependent 
disabled, unmarried child aged 18 and over of a retired or deceased 
insured worker if the disability began before age 18; and also providing 
monthly benefits at age 62 instead of age 65 to eligible women workers, 
wives of retired workers, and widows and mothers of deceased workers. 

In June 1957, the total number of old-age and survivors insurance 
beneficiaries was 10,342,000 or 24 percent more than in June 1956. 
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There were 7,710,000 retirement beneficiaries (old-age beneficiaries 
and their entitled wives, dependent husbands, and young children), 
an increase of 26 percent, and 2,632,000 survivor beneficiaries, an 
increase of 16 percent, over 1 year earlier. The estimated number 
of persons with taxable earnings under old-age, survivors, and 
disability insurance in calendar year 1957 was about 74 million. 

Disbursements of the old-age and survivors insurance trust fund in 
fiscal year 1957 were $6,665 million, not including $58 million repre- 
senting overpayments of employee contributions subject to refund. 
Receipts net of these refunds were $7,100 million. The net addition 
of $436 million raised the total assets of the trust fund to $23,029 
million on June 30, 1957. 

The disbursements of the fund in fiscal year 1957 included $6,515 
million for benefits and $150 million for administrative expenses. 
The receipts included $6,540 million in net contributions and $561 
million in interest on investments. 

Both disbursements and receipts showed an increase over fiscal year 
1956. Disbursements rose $1,179 million or 22 percent, and receipts 
rose $163 million or 2.4 percent. The increase in disbursements was the 
combined result of the coverage extensions and liberalized eligibility 
and benefit provisions included in the amendments adopted during 
1950-56 and the long-term growth of the aged population and the 
proportion of the aged eligible for benefits. The rise in trust fund 
receipts is accounted for chiefly by a rise in the general level of employ- 
ment and earnings and the increase in the amount of interest received 
on trust fund investments. 

Estimates for the five fiscal years 1958-62 show a further increase 
in the receipts and disbursements of the old-age and survivors in- 
surance fund. The estimates, however, indicate that for the first time 
since the trust fund was established, aggregate outgo of the fund will 
exceed aggregate income over the 5-year period. 

According to these estimates, at the end of fiscal year 1962 the old- 
age and survivors insurance trust fund will amount to $15.6 to $21.5 
billion depending on the economic assumptions used, with income of 
$8.8 to $10.5 billion and outgo of $10.3 to $11.1 billion in that fiscal 
year. During the 5 fiscal years 1958-62, it is estimated that the trust 
fund will not exceed 2.2 times the highest expected annual outgo 
during the 5-year period. 

Long-range cost estimates for the old-age and survivors insurance 
program, as amended in 1956, indicate that the program is for prac- 
tical purposes in approximate actuarial balance. Under high em- 
ployment assumptions the level-premium cost, at 3 percent interest, 
ranges from 6.97 to 8.99 percent of payroll, depending on the combi- 
nation of cost assumptions selected. On an intermediate basis, the 
level-premium cost estimate for benefits is 7.90 percent of payroll 
as compared with the level-premium equivalent of the contributions 
which is 7.33 percent of payroll. 

The disability insurance trust fund was established on August 1, 
1956, with contributions under the disability insurance program pay- 
able beginning January 1, 1956. By the end of fiscal year 1957, dis- 
bursements of this fund totaled $1.3 million, all for administrative 
expenses actually charged against the fund since benefits did not 
become payable until immediately after the end of the fiscal year. 
Receipts were $339 million, of which $337 million was from contri- 
butions and $1.4 million was from interest. 
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Estimates of the expected operations of the disability insurance 
trust fund during the 5 fiscal years 1958-62 show that this trust fund 
at the end of fiscal year 1962 will amount to $3.5 billion to $3.9 billion 
depending on the economic assumptions used, with receipts of $0.9 
billion to $1.1 billion and disbursements of $327 million to $336 million 
in that fiscal year. On June 30, 1962, the trust fund will amount to 
about 10.3 to 11.4 times the highest expected annual disbursements 
during the 5-year period 1958-62. 

The long-range cost estimates for the disability insurance program 
show that under high employment assumptions the level-premium 
cost, at 3 percent interest, ranges from 0.24 to 0.49 percent of payroll, 
depending on the combination of assumptions used. The inter- 
mediate-cost estimate is 0.35 percent of payroll, as compared with 
the level-premium equivalent of the contributions which is 0.50 per- 
cent of payroll. 

In compliance with the provisions of section 116 (a) of the Social 
Security Amendments of 1956, the Secretary of Health. Education, 
and Welfare on October 24, 1957, announced the appointment of the 
first Advisory Council on Social Security Financing. Previously, 
there were advisory councils of somewhat different scope. The present 
Council is established for the purpose of reviewing the status of the 
Federal old-age and survivors insurance trust fund and of the Federal 
disability insurance trust fund in relation to the long-term commit- 
ments of the old-age, survivors, and disability insurance program. 

The Council consists of the Commissioner of Social Security, as 
chairman, and 12 other persons representing employers, employees, 
self-employed persons, and the public. The Council is required to 
make a report of its findings aa recommendations, including recom- 
mendations for changes in the contribution rates, to the secretary of 
the Board of Trustees of the Federal old-age and survivors insurance 
trust fund and the Federal disability insurance trust fund. The 
report must be submitted not later than January 1, 1959, after which 
date the Council will cease to exist. The Council’s findings and 
recommendations will be included in the next annual report of the 
Board of Trustees. 


SOCIAL SECURITY AMENDMENTS IN 1956 


Amendments to the Social Security Act in 1956 (Public Laws 880 
and 881, both approved August 1, 1956) will have significant effects 
on both the immediate and long-range future levels of income and 
disbursements under the system. Coverage was extended on a con- 
tributory basis to nearly 4 million persons. Provision was made for 
the payment of monthly benefits to disabled workers, with a financ- 
ing arrangement that is separate from the old-age and survivors insur- 
ance system. Eligibility requirements for the payment of benefits to 
certain classes of beneficiaries were liberalized. The schedule of con- 
tribution rates was revised to continue to reflect the intent that the 
program be self-supporting. 

The more important changes, significant from an actuarial stand- 
point, are presented below. 

1. Coverage was extended on a contributory basis to nearly 3 million 
members of the uniformed services, effective January 1, 1957. Cover- 
age was also extended to additional civilian jobs in which about 900,000 
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ersons are employed in the course of a onaeN we ally, additiona 
arm owners and operators, all previously excluded self-employed pro- 
fessional persons except doctors of medicine, certain Federal civilian 
eraployees, and certain additional State and local government em- 
ployees in specified States. Slightly more than 9 out of 10 gainfully 
employed persons are now covered. Major groups that continue to 
be excluded are practically all Federal civilian employees who are 
under staff retirement systems; those self-employed persons, farm 
workers, and domestic workers whose earnings are less than the 
amounts required for the coverage of these particular groups; self- 
employed doctors of medicine; and, except in a few designated States, 
policemen and firemen covered by a State or local government retire- 
ment system. 

2. Monthly benefits were provided, beginning July 1957, for 
insured workers aged 50 to 64 with very severe long-term disabilities. 
Benefit payments begin after a waiting period of 6 consecutive months 
of disability. The amount of the monthly disability benefit is the 
same as the primary insurance amount, computed as though the 
worker became entitled to old-age benefits in the first month of his 
waiting period. These benefits are payable from a fund that is sep- 
arate from the old-age and survivors insurance trust fund (see items 
5 (a) and (b), below). Benefits are not payable to dependents of a 
worker who is entitled to disability benefits. 

3. The conditions under which persons may become eligible for 
benefits were liberalized. 

(a) Monthly benefits were provided, beginning January 1957, for a 
dependent, disabled, unmarried child aged 18 or over of a retired or 
deceased insured worker if the child was totally disabled before 
attaining age 18 and the disability has continued uninterruptedly 
since age 18. Benefits are also payable to a mother having such a 
child in her care. Benefits to both child and mother are payable from 
the old-age and survivors insurance trust fund. 

(6) The minimum retirement age at which women may qualify for 
benefits was reduced from 65 to 62. Full-rate benefits are payable at 
age 62 to widows and to dependent mothers of deceased insured 
workers. Women who elect to receive a retired worker’s or wife’s 
benefit when they are between age 62 and age 65 will receive reduced 
benefits (both before and after age 65) which are, on an actuarial basis, 
virtually equivalent to the full-rate benefits they would have received 
if they were aged 65 at the time they applied for benefits. One effect 
of reducing the minimum retirement age for women was a change in 
the basis for calculating a woman worker’s average monthly wage (see 
item 4 (b) below). Another effect was a liberalization in the insured 
status requirements. For women workers with dates of birth from 
July 2, 1889, to January 1, 1909, the eligibility provisions were lib- 
eralized by terminating at age 62 instead of age 65 the elapsed period 
which fixes the number of quarters of coverage required to be eligible 
for old-age insurance benefits. 

(c) Persons who cannot meet the requirements of the 1950 or 1954 
amendments for fully insured status will nevertheless be fully insured 
if they have quarters of coverage in all but four of the quarters elapsing 
after 1954 and before (1) July 1957, or (2) if later, the quarter of death 
or attainment of retirement age. ‘This transitional provision, intended 
principally for persons newly covered in 1956 will cease to be effective 
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for persons who die or attain retirement age after the third quarter 
of 1960, when the normal requirements become as easy or easier to 
meet. . 

4. Larger benefits were made payable in the future to certain bene- 
ficiaries. 

(a) In computing the average monthly wage of an insured person, 
5 years of lowest earnings may be dropped, regardless of the number 
of quarters of coverage he has. For persons retiring in 1957 and 
1958 this meant that the average could be computed on the highest 
2 years of earnings since 1950. 

(6) With the lowering of the minimum retirement age from 65 to 
62, the average monthly wage of a female insured worker is computed 
on the basis of the earnings up to the year of attainment of age 62 
or, if it would result in a higher benefit, up to the year of retirement 
if later. In effect, the lowering of the minimum retirement age 
from 65 to 62 makes a dropout of 3 additional years of lowest earnings 
possible for many women workers. 

5. Changes relating to the financing of the system were made with 
the intent of assuring that it will continue to be self-supporting. 

(a) A disability insurance trust fund was created which is entirely 
separate from the old-age and survivors insurance trust fund and 
from which monthly benefits will be paid to disabled workers. Be- 
ginning with 1957, contributions at the rate of one-fourth of 1 percent 
each for employees and employers, and three-eighths of 1 percent for 
the self-employed, were made payable into this new fund to finance 
these benefits and related administrative expenses. 

(6) Contribution rates were increased in recognition of the in- 
creased costs resulting from the provision for the payment of monthly 
benefits to disabled workers. The revised schedule of contribution 
rates for employees and employers, including contributions for dis- 
ability insurance benefits at the rates described in the preceding 
paragraph, is as follows: 2% percent each on taxable wages for cal- 
endar years 1957-59; 2% percent each for 1960-64; 3% percent each 
for 1965-69; 3% percent each for 1970-74; and 4% percent each there- 
after. The contribution rates on self-employment income are equal 
to 1% times the corresponding employee rates. 

(c) Before each scheduled increase in the contribution rate, an 
Advisory Council on Social Security Financing is to be appointed by 
the Secretary of Health, Education, and Welfare to review the status 
of the old-age and survivors insurance trust fund and the disability 
insurance trust fund in relation to the long-term commitments of the 
program. As indicated in the preceding section of this report, the 
first such council is required to submit its report to the Board of 
Trustees not later than January 1, 1959. 

(d) The old-age and survivors insurance trust fund and, where 
appropriate, the disability insurance trust fund will be reimbursed 
from general revenues for past and future expenditures resulting from 
the provisions that granted noncontributory $160 monthly wage 
credits to persons who served in the Armed Forces from September 
16, 1940, through December 31, 1956, and from the provisions en- 
acted in 1946 that granted survivorship protection to certain World 
War II veterans for a period of 3 years after leaving service. 

(e) The basis for determining the interest rate on public-debt obli- 
gations to be purchased by the trust funds was changed. Formerly 
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these obligations were required to bear interest at a rate equal to the 
average rate of interest, computed as of the end of the calendar month 
next preceding the date of their issue, borne by all interest-bearing 
obligations of the United States forming a part of the public debt 
(where such average rate was not a multiple of one-eighth of 1 percent, 
the rate of interest on such obligations was required to be the multiple 
of one-eighth of 1 percent next lower than such average rate). Invest- 
ments after July 31, 1956, bear a rate of interest equal to the average 
rate of interest borne by all marketable Government obligations with 
maturity dates exceeding 5 years from date of issue, the average rate 
being rounded to the nearest one-eighth of 1 percent. 

Actuarial estimates, prepared at the time the amendments were 
being considered by Congress in 1956, indicated that on an inter- 
mediate basis the level-premium cost of the old-age and survivor 
benefits, as amended, was 7.43 percent of payroll. The level-premium 
cost of the disability benefits was estimated to be 0.42 percent of 
payroll! Revised estimates are given later in this report. 


NATURE OF THE TRUST FUNDS 


The Federal old-age and survivors trust fund was established on 
January 1, 1940, as a separate account in the United States Treasury 
to hold the amounts accumulated under the old-age and survivors 
insurance program. All the financial operations of the program 
through July 31, 1956, were handled through this fund. The Social 
Security Amendments of 1956, which became law August 1, 1956, 
provided for the creation of the Federal disability insurance trust 
fund—a fund entirely separate from the old-age and survivors in- 
surance trust fund—through which is handled all financial operations 
in connection with the newly established system of monthly disability 
benefits payable to insured workers aged 50 to 64. The financial 
operations of the old-age, survivors, and disability insurance program 
which relate to the system of old-age and survivors insurance benefits 
will continue to be handled through the old-age and survivors insurance 
trust fund. } 

The primary source of receipts of the two funds is amounts deposited 
in or appropriated to each of them under permanent appropriation 
on the basis of contributions paid by workers and their employers, 
and by individuals with self-employment income, in employments 
covered by the old-age, survivors, and disability insurance program. 
All employees and their employers in employments covered by the 
program are required to pay contributions with respect to the wages 
of individual workers. All covered self-employed persons are required 
to pay contributions with respeet to their self-employment income. 
In general, an individual’s contributions are computed on annual 
wages or self-employment income, or both wages and self-employment 
income combined, up to a maximum of $4,200, with the contributions 
bemg determined first on the wages and then on any self-employment 
income necessary to make up the $4,200. 

The Internal Revenue Code, as amended, provides that the con- 
tribution rate for employees and their employers shall be 24% percent 
each for the calendar years 1957 throuhg 1959, and that the rates 

1 Source: Actuarial Cost Estimates for the Old-Age, Survivors, and Disability Insurance System as 


Modified by Amendments to the Social Security Act in 1956, prepared for the use of the Committee on 
Ways and Means, by Robert J. Myers, actuary to the committee, dated July 23, 1956. 
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shall rise to 2% percent each on January 1, 1960, to 3% percent each 
on January 1, 1956, to 3% percent each on January 1, 1970, and to 
4% percent each on January 1, 1975. The contribution rates on self- 
employment income are equal to 1% times the corresponding employee 
rates. The Social Security Act, as amended in 1956, provides that 
beginning January 1, 1957, of the total contribution income based on 
these rates, contributions based on the rate of one-fourth of 1 percent 
each for employees and employers, and three-eighths of 1 percent for 
the self-employed shall be allocated to the disability insurance trust 
fund through which is financed the separate system of disability 
insurance benefits. 

Except for amounts received by the Secretary of the Treasury under 
State agreements and deposited directly in the trust funds, all con- 
tributions are collected ie the Internal Revenue Service and are 
paid into the Treasury as internal-revenue collections. However, 
sums equivalent to 100 percent of these taxes are transferred to the 
trust funds from time to time. Such transfers are first made on the 
basis of estimated tax receipts. Periodic adjustments are subse- 
quently made to the extent that the estimates are found to differ 
from the amounts of contributions actually payable on the basis of 
reported earnings. 

An employee who worked for more than one employer during the 
course of a year and paid contributions on wages in excess of the 
statutory maximum can receive a refund of the taxes he paid on such 
excess wages. The amount of taxes subject to refund for any period 
is a charge against each of the trust funds in the ratio in which the 
— was appropriated to or deposited in such trust funds for such 

eriod. 
7 The second source from which receipts of the trust funds are derived 
is interest received on investments held by the funds. The invest- 
ment procedures of the funds are described later in this section. 

The income and expenditures of the trust funds are also affected 
by Public Law 234, approved October 30, 1951, which amended the 
Railroad Retirement Act to provide a system of coordination and 
financial interchange between the railroad retirement and old-age 
and survivors insurance programs. Public Law 880, approved August 
1, 1956, amended Public Law 234 to include financial interchanges 
between the railroad retirement account and the disability insurance 
trust fund. A description of the legislative provisions governing the 
allocation of costs between the two programs appears in appendix II. 

Under a decision of the Comptroller General of the United States 
(B-4906) dated October 11, 1951, receipts derived from the sale of 
miscellaneous supplies and reimbursable services are credit to and 
form a part of the trust funds, where the initial outlays therefor were 
paid from the trust funds. Formerly, these moneys were credited to 
the general fund of the Treasury as miscellaneous receipts. 

Public Law 719, approved August 10, 1946, provided noncon- 
tributory survivor protection to certain veterans of World War II. 
The legislation provided, and the old-age and survivors insurance 
trust fund received, reimbursement from the general fund for the 
additional costs arising from these provisions. Under Public Law 
734, approved August 28, 1950, these additional costs arising after 
August 31, 1950, were borne by the trust fund. Public Law 881, 
approved August 1, 1956, provides that the old-age and survivors 
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insurance trust fund shall be reimbursed for all additional costs 
arising after August 31, 1950, from the 1946 provisions: Public 
Law 881 also provides that (1) the old-age and survivors insurance 
trust fund shall be reimbursed for all past and future additional 
expenditures resulting from the provisions that granted noncontri- 
butory $160 monthly wage credits to persons who served in the 
Armed Forces from September 16, 1940, through December 31, 1956; 
and (2) the disability insurance trust fund shall be reimbursed for all 
additional expenditures after July 31, 1956, resulting from these 
provisions. A summary of the legislative history of the financing 
of credit for military service appears in appendix II. 

Expenditures for benefit payments and administrative expenses 
under the old-age, survivors, and disability insurance program are 
paid out of the trust funds. All expenses incurred by the Department 
of Health, Education, and Welfare and by the Treasury Department 
in carrying out the provisions of title II of the Social Security Act, 
as amended, and of the Internal Revenue Code relating to the collec- 
tion of insurance contributions, are charged to the trust funds. The 
Secretary of Health, Education, and Welfare certifies benefit pay- 
ments to the managing trustee who makes the payments from the 
respective trust funds in accordance therewith. 

Congress has authorized expenditures from the trust funds for 
construction of an office building and related facilities for the Bureau 
of Old-Age and Survivors Insurance. 

The managing trustee invests that portion of each trust fund 
which, in his judgment, is not required to meet current expenditures 
for benefits and administration. The Social Security Act restricts 
permissible investments of the trust funds to interest-bearing obliga- 
tions of the United States Government or to obligations guaranteed 
as to both principal and interest by the United States. Obligations 
of these types may be acquired on original issue at par or by purchase 
of outstanding obligations at their market price. In addition, the 
Social Security Act, as amended, authorizes the issuance of public- 
debt obligations for purchase by the trust funds. The law requires 
that such public-debt obligations shall have maturities fixed with due 
regard for the needs of the trust funds and bear interest at a rate 
equal to the average rate of interest, computed as of the end of the 
calendar month next preceding the date of their issue, borne by all 
marketable interest-bearing obligations of the United States forming 
a part of the public debt that are not due or callable until after the 
expiration of 5 years from the date of original issue (where such 
average rate is not a multiple of one-eighth of 1 percent, the rate of 
interest on such special obligations is required to be the multiple of 
one-eighth of 1 percent nearest such average rate). 

Interest on public issues held by the trust fund is received by the 
fund at the time the interest is paid on the particular issues held. 
Interest on public-debt obligations issued specifically for purchase by 
the trust fund is payable semiannually or at redemption. 

Public issues acquired by the funds may be sold at any time by the 
managing trustee at their market price. Public-debt obligations 
issued for purchase by the trust fund may be redeemed at par plus 
accrued interest. Interest receipts and proceeds from the sale or 
redemption of obligations held in the trust funds are available for 
investment in the same manner as other receipts of the funds. Inter- 
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est earned by the invested assets of the trust funds will provide income 
to meet a portion of future benefit disbursements. The role of 
interest in meeting future benefit payments is indicated in tables 
13 and 14. 

In addition, the assets of the trust funds assure the continued pay- 
ment of benefits without sharp changes in contribution rates during 
periods of short-run fluctuations in total income and expenditures. 


REALITY OF THE TRUST FUNDS 


Public discussion of the investment aspects of the old-age and sur- 
vivors insurance program has sometimes revealed a serious mis- 
understanding of the nature and significance of the trust fund opera- 
tions. The Board of Trustees believes that it has a responsibility to 
correct any misapprehensions among persons who look to the old-age 
and survivors insurance and disability insurance programs for basic 

rotection against income loss because of retirement, death, or pro- 
onged disability. 

The charge has been made that the requirement of existing law that 
the receipts of the trust funds which are not currently needed for pro- 
gram disbursements shall be invested in Government securities con- 
stitutes a misuse of the funds. It is suggested that this type of in- 
vestment permits the Government to use social security tax collec- 
tions to finance ordinary Government expenditures, and that hence 
such collections will not be available to pay social security benefits in 
future years. It is said that the securities represent I 6 U’s issued 
by the Government to itself and that the Government will have to 
tax people a second time for social security to redeem these I O U’s. 

The investment of the assets of the trust funds in Federal obliga- 
tions, as required by law, is not a misuse of the money contributed 
under the insurance programs by covered employees, employers, and 
self-employed persons. These contributions are permanently appro- 
priated by law to the old-age and survivors insurance and disability 
insurance trust funds which are accounted for separately from the 
general funds of the United States Treasury. All the assets of these 
funds are kept available and may be used only for the payment of the 
benefits and administrative expenses of the insurance programs. 

When the Treasury pays back money borrowed from the trust 
funds, the public will not be taxed a second time for social security. 
If taxes are levied to redeem the securities held by the trust funds, 
these taxes will not be levied for the purpose of paying social security 
benefits. Rather, they will be levied for the purposes for which the 
money was originally borrowed, such as the costs arising out of World 
War II, the national defense program, and other activities of the 
Government. Taxes would have to be raised to pay back the money 
borrowed to cover these costs whether the obligations were held by the 
trust funds or by other investors. The fact that the trust funds, 
rather than other possible investors, hold part of the Federal debt 
does not change the purpose for which these taxes must be levied. 

The operation of trust-fund investment is similar to the investment 
of premiums collected by a private insurance company. A private 
company uses part of its current premium receipts for payments to 
beneficiaries and for operating expenses. The balance of its receipts 
is invested in income-producing assets. Such investments are com- 
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monly limited by State law to the safest forms of investment so that 
policyholders will be assured that their claims against the company 
will be satisfied when they become due. Government securities 
ordinarily represent a significant portion of these investments. The 
purpose of investing these receipts is, of course, to obtain earnings 
that will help meet the future costs of the insurance and thus reduce 
the premiums the policyholders would otherwise have to pay for their 
insurance. 

Social security tax collections are handled in much the same way. 
Investments of the trust funds, however, are limited by law to sas 
one type—securities issued by, or guaranteed as to principal and 
interest by, the Federal Government. There are two principal 
reasons for such a restriction. One is similar to the motivation of 
State legislation dealing with investments of private insurance com- 
panies; it is designed to insure the safety of the funds. Government 
securities constitute the safest form of investment. The second 
reason is that it keeps these publicly operated programs from investing 
funds in competitive business ventures. Such investments by the 
trust funds would he completely out of harmony with accepted 
concepts of the proper scope of a governmental activity. The securi- 
ties held by the trust funds perform the same function as those held 
by a private insurance company. ‘They can be readily converted 
into cash when needed to meet disbursements, and the earnings on 
these investments make possible lower rates of contributions than 
would otherwise be required. 

In investing their receipts in Government securities the trust funds, 
as separate entities, are lenders and the United States Treasury is a 
borrower. The trustees of the funds receive and hold securities 
issued by the Treasury as evidence of these loans. These Govern- 
ment obligations are assets of the funds and liabilities of the United 
States Treasury which must pay interest on the borrowed money and 
repay the principal when the securities mature. 

In other words, the Treasury borrows from a number of sources. 
It borrows from individuals, mutual savings banks, insurance com- 
panies, and various other classes of investors; and it borrows from 
the old-age and survivors insurance and disability insurance trust 
funds. The securities held by the funds are backed by the full faith 
and credit of the United States, as are all public debt securities; 
they are just as good as the public debt securities held by other 
investors. 

The purchase of Federal obligations by the trust funds from the 
Treasury does not increase the national debt. The national debt 
is increased only when and to the extent to which the Federal Govern- 
ment’s expenditures exceed receipts from taxes levied to meet those 
expenditures. When such a deficit occurs, the Treasury must borrow 
sufficient money to meet the deficit by selling Federal securities. 
The volume of the securities sold to meet a deficit is not increased by 
the purchase of such obligations by the trust funds. The purchase 
of Federal obligations by the trust funds in a period when the Treasury 
has no deficit to meet results only in a direct or indirect transfer of 
Federal debt from other investors to the trust funds. Under such 
circumstances, the total amount of the public debt would remain 
unchanged. 
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SUMMARY OF THE OPERATIONS OF THE FEDERAL OLD-AGE AND SURVIVORS 
INSURANCE TRUST FUND, FISCAL YHAR 1957 


A statement of the income and disbursements of the Federal 
old-age and survivors insurance trust fund in the fiseal year which 
began on July 1, 1956, and ended on June 30, 1957, and of the assets 
of mn fund at the beginning and end of the fiscal year, is presented 
in table 1. 


Tapie 1.—Statement of operations of the Federal old-age and survivors insurance 
trust fund during the fiscal year 1957 


Datel antets of Cin rt Take, Fame BB. TIO cn cndeeincncecan=iniecanen>senieedaanieiienin 593, 108, 763. 00 
Receipts, fiscal year 1957: $22, 593, 108, 
Insurance contributions: 


DONG « oSwvuiysencechenensone $6, 301, 190, 672. 88 
Deposits arising from State agreements 296, 848, 170. 18 
Gross insurance contributions........ 6, 598, 038, 843. 06 
Less payment into the Treasury for 
taxes subject to refund___.-...-...... 58, 190, 000. 00 
Net insurance contributions -_-.............--..-----. $6, 539, 848, 843. 06 
Interest and profit: 
en $555, 338, 178. 55 
On amount held in railroad retirement 
account to credit of trust fund---..... 5, 220, 000. 00 
TOU MOE ot cnccdveicdeisciewcwebsdasesstovnvedil $560, 558, 178. 55 


OE PE cra cavacknacsdccedencebeucdancreibaktes 7, 100, 407, 021. 61 


Disbursements, fiscal year 1957: 
I CAF cnn nin qascnteumeesmnaqneonsspenanpligtings 6, 514, 580, 758, 32 
Administrative expenses: 
Department of Health, Education, and 


ata Riccmnattiradtnd ait eenncnzatetaiiions - $120, 304, 420.44 
Treasury Department. .-.-..........-.-- 29, 572, 482. 61 
Preparation for construction of building 
for Bureau of Old-Age and Survivors 
SE Rcbsccckccccsugscccetasececs 336, 762. 99 
Gross administrative expenses. -.-- 150, 213, 666. 04 
Less receipts for sale of surplus material, 
EE GR. issnnncgsexnigntetnmind 156, 543, 94 
Net administrative expemses....................-.---- 150, 057, 122. 10 
Ot er D.  .. .... scutssaphenmemmesemaain 6, 664, 637, 880. 42 
2OGE RENNES BO REUNS Pa dtc cccndpsccwecccenspanecensessenbeienean 435, 769, 141.19 
Total assets of the trust fund, June 30, 1957........................-- 23, 028, 877, 904. 19 


The total assets of the old-age and survivors insurance trust fund 
amounted to $22,593 million on June 30, 1956. These assets increased 
to $23,029 million by the end of the fiscal year 1957, as a result of an 
excess of receipts over disbursements amounting to $436 million. 

The total receipts of the trust fund during the fiscal year 1957 
amounted to $7,100.4 million. Of this total, $6,301.2 million repre- 
sented tax collections appropriated to the fund and $296.8 million 
represented amounts received by the Secretary of the Treasury in ac- 
cordance with State agreements and deposited in the trust fund. 
However, $58.2 million was transferred from the trust fund into the 
Treasury as repayment for the amount of contributions subject to 
refund to employees who worked for more than one employer during 
the course of a year and paid contributions on wages in excess of the 
statutory maximum. The net amount of $6,539.8 million represented 
an increase of 2 percent over the amount for the preceding fiscal year. 
The other $560.6 million of receipts consisted of $555.3 million of 
interest and profit on investments of the fund and of $5.2 million of 
interest on the amount held in the railroad retirement account to the 
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credit of the trust fund under the financial interchange provisions of 
the Railroad Retirement Act, as amended in 1951. These provisions 
are described in appendix IT. 

Disbursements from the trust fund during the fiscal year 1957 totaled 
$6,664.6 million, of which $6,514.6 million was for benefit payments, 
and $150.1 million was for administrative expenses. The total amount 
of benefits paid during the fiscal year exceeded benefits paid in the 
fiscal year 1956 by 22 percent, primarily due to an unprecedented in- 
crease in the number of beneficiaries. This increase came chiefly from 
(1) self-employed farmers and other workers who qualified for benefits 
solely as a result of work newly covered under the 1954 amendments, 
and (2) women aged 62-64 who qualified for benefits under the pro- 
vision in the 1956 amendments that lowered the minimum retirement 
age for women from 65 to 62. 

The administrative charges against the old-age and survivors insur- 
ance trust fund during fiscal year 1957 included costs incurred by the 
Department of Health, Education, and Welfare under the disability 
insurance program. During fiscal year 1958, the disability insurance 
trust fund will reimburse the old-age and survivors insurance trust 
fund for these costs. Administrative expenses of the fund were 2.3 
percent of contribution income and 2.3 percent of benefit payments 
during fiscal year 1957. Figures for each of the last 10 fiscal years 
are shown in table 2. 


TaBiE 2.—Relationship of administrative charges against old-age and survivors 
insurance trust fund to old-age and survivors insurance contribution income and 
benefit payments, fiscal years 1948-57 


Administrative charges | Administrative charges 
against the OASI against the OASI 
trust fund as a per- trust fund as a per- 














Fiscal year centage of— Fiscal year centage of— 
Contribu- | Benefit | Contribu- Benefit 
tion income} payments tion income} payments 
a 2.9 BE SS lasiaceheleinninemninaeale 2.2 3.4 
a 3. 2 CO Bei wiecwsicececiecesces 1.9 2.7 
Gn datcnbssenedwenecaned 2.7 7.8 SIs sininsitipgaitsnentiinhantatentieaiinhsie’ 2.0 2.4 
ee 2.3 4.7 Se eichtitnnloncedetahadecal 1.9 2.3 
PA etlerdnocomtindedsint 2.4 4.3 2.3 2.3 





1 Administrative charges against the old-age and survivors insurance trust fund during fiscal year 1957 
included. costs incurred by the Department of Health, Education, and Welfare under the disability in- 
surance program. During fiscal year 1958, the disability insurance trust fund will reimburse the old-age 
and survivors insurance trust fund for these costs. 


The distribution of benefit payments in fiscal years 1956 and 1957, 
by type of benefit, is shown in table 3. Approximately 85 percent of 
the total benefit payments from the old-age and survivors insurance 
trust fund in the fiscal year 1957 were accounted for by monthly 
benefits to aged persons—retired wage earners and their wives (in- 
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cluding a relatively small number of wives under age 62) or dependent 
husbands, and aged widows, dependent widowers, and dependent 
parents of deceased wage earners. Approximately 13 percent of the 
1957 benefit payments represented monthly benefits on behalf of 
children of deceased or retired workers and payments to mothers— 
practically all of them under age 65—who had children of deceased 
wage earners in their care. The balance of the benefits paid in the 
fiscal year 1957 consisted of lump-sum death payments. 


TaBLE 3.—Estimated distribution of benefit payments under the old-age and st:rvivors 
insurance program, by type of benefit, fiscal years 1956 and 1957 


{Amounts in millions} 

















1956 1957 
Type of benefit 
Amount | Percent | Amount | Percent 
of total of total 
Qn E ste vncccdiddedcocéedpasatcbatthincnactdbacssn $5, 360. 8 100 | $6, 514.6 100 
DERTy We 8 oasis dedacicocdptlissaisccgcbdnescessideteectns 5, 245. 5 998 | 6,391.7 298 
Old-age (aged retired workers) .........-.-...-..--.-.-.-..- 3, 531.8 66} 4,340.3 67 
Wife’s or husband's (aged wives or dependent husbands, of 
old-age beneficiaries, or their young wives if caring for 
GE NEY 5. one ood 5-5 snes chen sent eeee 500. 4 9 643. 3 10 
Widow’s or widower’s (aged widows or aged dependent 
Weer GT WOEMNNND .5-- 5 2 AG 5a 55 2h 5 oka fen och cb onconin 431.3 8 557.6 9 
Parent’s (aged dependent parents of deceased workers) .--..- 16, 5 ® 17.9 ® 
Child’s (children, under age 18 or disabled, of old-age bene- 
SONI cids« anc dbdthen atts timdcboonGometabanenhaadtbenna 31.4 1 36.0 1 
Child’s (children, under age 18 or disabled, of deceased 
ee Sas oe 8 ee eae oc etedhianadial 562, 6 10 610.1 a 
Mother’s (widows or conte divorced wives of deceased 
workers caring for child beneficiaries) ...................-- 171.4 3 186. 5 3 
Cats Bis ob lh cb once ch dewditcestakctnesenbdiaisees 115.3 2 122.9 2 


1 Under the Social Security Amendments of 1956, (1) effective November 1956, the minimum retirement 
age for women was reduced from 65 to 62, and (2) effective January 1957, benefits became payable to disabled 
children age 18 or over whose disability began before they reached age 18. 

4 Total does not necessarily equa! sum of rounded components. 

§ Less than 0.5 percent 


At the end of the fiscal year 1957, approximately 10.3 million bene- 
ficiaries in about 7.6 million families were receiving monthly benefits. 
At the end of the preceding fiscal year, the monthly benefit rolls in- 
cluded 8.4 million beneficiaries in about 6.2 million families. Average 
monthly family benefits at the end of June 1957 showed moderate 
increases over the corresponding averages a year earlier (table 4). 
Payments to male retired workers with no dependents receiving 
benefits averaged $67.70, or $2.10 more than a year earlier, The 
average for a retired worker and aged wife, both of whom were draw- 
ing benefits, was $107.80, or $3 greater than a year earlier. For sur- 
vivor families, payments to aged widows averaged $50.70; families 
made up of a widowed mother and 1 child averaged $112.20; widowed 
mothers and 2 children averaged $144.60. 
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TaBLe 4,— Estimated number of families and beneficiaries receiving benefits under 
the old-age and survivors insurance program, and average family amount, by 
family group, end of fiscal years 1956 and 1957 

















June 30, 1956 June 30, 1957 
Family classification of beneficiaries Av Av 
receiving benefits Number | Number | monthly | Number | Number | monthly 
of of bene- | amount of of bene- | amount 
families | ficiaries per families | ficiaries per 
family family 
Thou- Thou- Thou- 
sands sands sands 
Pi aicabikinbinaanlndintndunecnnadansient 6,160.2 | 8,374.6 |.........- 000.8 FOR OEE Biccsccece 
———— eS | | | 
Rétired worker families !.................-. “tee ) 63866 |.......... OS T Oy VEE Peedicesace 
all 3, 460.3 | 3, 460.3 $60.00 | 4,091.9 $59. 90 
it: .citicediccimenentchcconnmcte (2, 148. 4)} (2, 148. 4) (65. 60) 271. 8) {a 70) 
POM ORs vane nn ipisassncudtussksde (1, 311. 8)} (1, 311. 8) (50. 70)} (1, 820. 1) 52. 30) 
Worker and aged wife_..............-- 1,182.6 | 2,365.2 104.80 | 1,630.2 107. 80 
Worker and young wife ?_.__........__ 3 .6 113. 30 5 101. 1 
Worker and aged dependent husband. 10.7 21.4 88. 20 12.8 92. 
Worker and ! or more children... .._. 16.6 42.7 101. 00 21.3 104, 40 
Worker, wife aged 65 or over, and 1 or 

RS a Pe ee 1.3 4.0 132. 30 1.2 135. 90 
Worker, young wife, and 1 or more 

CR BIID INE, DncicBhnnccccubdbuttindun 60. 1 220. 1 121. 10 74.3 129. 30 

_SS——>_—_IQ_U{_ Sass Ss |S eee 
eres Cae 4 sib ncncnintcctncccnnien 1,428.3 | 2,260.2 |.......... 1,749.6 | 2,632.0 }.......... 
RE NE «ice naccck bisindeacusidio 746. 3 746. 3 49. 00 1, 019. 0 \ 50. 70 
Aged dependent widower_............ bane. 1.1 48. 20 1.4 1.4 47. 60 
Widowed mother only #__..-.....-.... 8 .8 51. 20 1.9 1.9 59. 90 
Widowed mother and 1 child__.-....- 128. 4 256. 8 108. 50 132.9 265.8 112. 20 
Widowed mother and 2 children... ___-. 85.7 257.2 137. 80 92.5 277.5 144. 60 
Widowed mother and 3 or more chil- 

SRO ee ee eee ee ee 82.4 389. 8 136. 40 87.3 413.5 142, 20 
Divorced wife and 1 or more children- 3 37 135. 70 38 ut 137. 50 
BGG COIS on ccdcbsccccwcsksbebbbous 217.0 217.0 48. 50 238, 2 238. 2 49. 80 
DR sss sree saksECSsaseeseeeeses 90.0 179.9 83. 80 94.8 189. 5 85. 60 
J]. Ee Se ee a ees 31.8 95. 3 105. 20 34.0 102.1 109. 06 
4or more children_-_-.................. 20. 2 89.3 112. 20 21.0 04.3 116. 70 
l aged dependent parent_............-. 22.8 22.8 50. 50 24.6 24.6 51. 60 

1.5 2.9 95. 30 1.8 3.6 98. 30 


2 aged dependent parents. -..........-- 


1 Under the Social Security Amendments of 1956, (1) effective November 1956, the minimum retirement 
age for women was reduced from 65 to 62, and (2) effective January 1957, benefits beeame payable to dis- 
abled children age 18 or over whose disability began before they reached age 18, 

3 Benefits of children were being withheld. 


During the fiscal year, a period of disability was established for about 
138,000 workers; the total number of persons for whom a period of 
disability had been established since the beginning of the program in 
July 1955 was 273,000. By the end of December 1956 there were 
almost 40,300 persons receiving old-age benefits that had been in- 
creased on the average by $9.76 a month by the disability freeze. 
About 13,000 wives and young children of retired workers and about 
5,500 widows, children, and dependent parents of workers who had 
established a period of disability before death were also receiving 
larger monthly benefits because of the freeze. For the same reason, 
during the calendar year 1956, lump-sum death payments based on the 
earnings records of 8,900 deceased workers were increased by an 
average amount of $21.66 per worker. 

The assets of the trust fund at the end of the fiscal year 1957 
totaled $23,029 million, consisting of $22,263 million in the form of 
obligations of the United States Government, and $766 million in un- 
disbursed balances. Table 5 shows a comparison of the total assets 
of the fund and their distribution at the end of the fiscal years 1956 


and 1957: 
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TasLe 5.—Assets of Federal old-age and survivors insurance trust fund, by type, 
at end of fiscal years 1956 and 1957 








June 30, 1956 June 30, 1957 
Par value Book value! Par value Book value! 
Investments: 
Public issues: 
Certificates of indebtedness: 
% oe -percent series D 1956_.--.- $34, 000,000} $33, 996, 875. 0O}_......5..22--}. 
percent seriés A 1957_....- 34, 100, 000 Si ey ST vee natencnncat inchesnstmininiaeis 
26 percent series D 1957..---|--.-..222--.+.|.---2-2----2--2-- $49, 000, 000] $48, 996, 875. 00 
Treasury notes: 
2%%-percent series A 1958__...- 115, 500,000} 115, 495, 546. 88 131, 000,000} 130, 988, 984. 38 
3\%-percent series A 1960......]-......-.22..-]--s2--cse5-e. sce 54, 100, 000 54, 095, 453. 12 
PINOT DUNION BLUES: cece nlcccdceup roves hikideonsceunctere 174, 000,000} 173, 981, 406. 27 
Treasury bonds: 
24-percent bonds of 1959-62__ 4, 205, 000 4, 210, 121. 85 4, 205, 000 4, 208, 09. 73 
234-percent bonds of 1958__--. 500, 000 493, 437. 50 500, 000 493, 437. 50 
244-pereent bonds of 1961. 4, 500, 000 4, 359, 906. 25 4, 950, 000 4, 793, 312. 50 
2'4-percent bonds of 1962-67. - 58, 650, 000 58, 757, 201. 51 58, 650, 000 58, 739, 334. 59 
214. -percent bonds of 1963. ___- 500, 000 485, 000. 00 500, 000 485, 000. 00 
24-percent bonds of 1963-68 _. 116, 480, 000 116, 620, 535. 47 116, £80, 000 116, 601, 797. 43 
2\4-percent bonds of 1964-69_- 96, 004, 000) 95, 315, 907. 76 96, 004, 000 95, 288, 058. 52 


24 pereent bonds of 1965-70_. 456, 547, 500 456, 774, 416. 82 456, 547, 500) 456, 739, 040. 66 
2\4-percent bonds of 1966-71. 308, 077,500} 307,974,482. 24) 308,077,500} 307, 964, 965. 26 
2\%-percent bonds of 1967- 72... 150, 593, 250} 150, 726,736.52) 150,593,250) 150, 658, 854. 48 
234-percent bonds, invest- 











ment series B-1975-80______| 1, 081, 902, 000) 1, 083, 250, 495.76] 1, 081, 902, 000} 1, 083, 133, 456. 06 
8-percent bonds of 1995__.___- 68, 170, 000 68, 220, 893. 37 68, 170, 000 68, 219, 588. 41 
34-percent bonds o! 1978-83 _- 45, 100, 000 44, 910, 656. 26 45, 100, 000 44, 910, 656. 26 

Total public issues........- 2, 574, 829, 250 4 575, 687, 666. 6. 31 2, 799, 779, 250) 2, 800, 298, 830. 17 

Publie-debt obligations (specia is- ea 


sues): 
Certificates of indebtedness 
244-percent, maturing June 
Dy BO centdtcntecediund ase. 19, 466, 609, 000/19, 466, 609, 000. 00)... 2222 n! nee enn neoneee 
#<-percent, maturing June 
DU, WOOD sacikcancascvudidncsdl pboheetedbaieaactseeuaubbaan 14, 962, 885, 000! 14, 962, 885, 000. 00 
Notes: 
2%-percent, maturing June 
ORs Fe sake 2k bccmtnnelestcwl chitnsbtedebouee 500, 000, 000} 500, 000, 000. 00 
24- percent, maturing “June 
i Rete euccccccccancclescceccscccescess| GO G,Uee, Gea Gea uen ee 
24-percent, maturing June 
BO, SOB dnd aminae weccccccccces-|ceccceccccccese-| 500,000,000} 500,000, 000. 00 
2% -percent, maturing “June 
40, 1062... ssssicciiw de ctncncfdsswoncadadsdlaseccctuddéseesss} 896,000,008 - OR CUR RGD 


Bonds: 
2)4-percent, maturing June 
a I ia ee 600, 000,000} 500, 000, 000. 00 
2¢-percent, maturing June 
30, 1964_. waqbedcedded dadecchéuckédasl oobeessssbe chant 600,000,000; 80,000,000. 00 
214 -percent, “maturing June 
30, 1965..-..-- bptoedssocenwslossessecoinncenest TRG BAC rae 


2%-percent, maturing “June 














30, 1966........ eccccccesececs|ccceeccecceseeces| 500,000,000} 500, 000, 000. 00 

2- -percent, maturing “June 
BO, MOST in cicnccdewavcctcblidicechesopnensschetlsimastiancesnt| LAGS... See 

Total public-debt obli- 
0 EP eT. 19, 466, 609, 000) 19, 466, 609, 000. 00/19, 462, 885, 000/19, 462, - 000. 00 
Accrued interest purchased _..........}........---.-- 733, 9 TE. Wl ckdecwdedudses 33, 956. 56 
Total investments........-..------- |22, 041, 438, 250122, 043, 030, 640. 68122, 262, 664, aratr 786. 73 
WOGUTENG DOMME cnc ccadncrinsdichvniwenmmaialal SED GR Bae el secntickianencce 765, 560, 117. 46 
nthe mantel tpacettacendeeaesinion died eaiaseapaetigliaiomapninialaiinedninstiniietaitasants 
Deli ac. 3c scdttiinadoceacsne |22, 593, 108, 763. 00}..........---- 23, 028, 877, 904. 19 








1 Par value plus unamortized premium less discount outstanding. 


The net increase in the par value of the investments owned by the 
fund during the fiscal year 1957 amounted to $221 million. New 
securities at a total par value of $26,423 million were acquired through 
the investment of receipts of the fund, through the reinvestment of 
funds made available from the maturity or sale of securities during 
the year, and through the exchange of securities. The par value of 





een (renner 
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securities redeemed or exchanged during the fiscal year was $26,193 
million. In addition, $8 million of public issues were sold, providing 
an additional source of income to the fund in the form Fa profit 
amounting to $10,000. This profit represents the difference between 
proceeds received at time of sale, after deduction for accrued interest 
and investment expense, and the book value at time of sale. 

Of the new public issues acquired, $142 million were at interest rates 
ranging from 2% to 3% percent, and $174 million were 1%-percent 
Treasury notes which were exchanged shortly after purchase for a like 
amount of 3%-percent Treasury notes. The remaining-$25,932 million 
were 2'-percent public-debt obligations specifically issued to the fund, 
$6,470 million of which were redeemed during the year. 

In recent years, the investments of the trust fund in special issues 
had a maximum duration from issue to maturity of 1 year. The 
1956 amendments to the Social Security Act provided that the 
public-debt obligations issued for purchase by the old-age and sur- 
vivors insurance and the disability insurance trust funds shall have 
maturities fixed with due regard for the needs of the funds. In 
recognition of the long-term character of the commitments of the 
trust funds, the maturities of the public-debt obligations issued for 
purchase by the funds are to be lengthened gradually over a period 
of several years. Thus, of the $19,463 million of public-debt obli- 
gations held by the old-age and survivors insurance trust fund that 
matured on June 30, 1957, and the proceeds of which were reinvested, 
approximately one-fourth was reinvested in public-debt obligations 
distributed equally among maturities ranging from 1 year to 10 
years. The remaining three-fourths was invested in issues maturing 
on June 30, 1958. 

Since the average rate of interest, as of May 31, 1957, borne by 
all marketable Government obligations with maturity dates exceeding 
5 years from date of issue was 2.48 percent, the rate of interest 
(rounded to the nearest one-eighth of 1 percent) on the public-debt 
obligations acquired on June 30, 1957, was 2% percent. 


SUMMARY OF THE OPERATIONS OF THE FEDERAL DISABILITY INSURANCE 
TRUST FUND, FISCAL YEAR 1957 


Contributions to finance the disability insurance program became 
payable on wages received, and on self-employment income for taxable 
years beginning, on or after January 1, 1957. A statement of the 
income and disbursements of the Federal disability insurance trust 
fund for the fiscal year 1957 and of the assets of the fund at the end 
of the fiscal year is presented in table 6. 
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TaBLE 6.—Statement of operations of the Federal disability insurance trust fund! 
during the fiscal year 1957 
Receipts, fiscal year 1957: 
Insurance contributions: 


DUI a ected tare ti ite entry s atin dated $333, 276, 574. 71 

Deposits arising from State coverage agreements- ~~~ 3, 922, 679. 43 

Net insurance contributions._.........-..------- 337, 199, 254. 14 

Taterest on: investmentte.s:. oswisweiden din cas ubiteoenscass 1, 363, 466. 82 

"TGGA) SOUCIIU. 3.44 5. « cusbina dea cau beldiedeiioweniuae 338, 562, 720. 96 
Disbursements, fiscal year 1957: 

Administrative expenses, Treasury Department.....--.. 1, 304, 992. 45 

Net addition :to trust fanGis vc ce- cctscenciseeiemmsienion 337, 257, 728. 51 

Total assets of the trust fund, June 30, 1957._...-....-_---- 337, 257, 728. 51 


1The Federal disability insurance trust fund was created by the Social Security Amendments of 195 
Receipts and disbursements both began in February 1957. Payment of benefits began in August 1957. 


The total receipts of the fund amounted to $338.6 million. Of 
this total, $333.3 million represented tax collections appropriated 
to the fund, and $3.9 million represented amounts received by the 
Secretary of the Treasury in accordance with State coverage agree- 
ments and deposited in the fund. The remaining $1.4 million of 
receipts consisted of interest on investments. 

Disbursements of the fund amounted to $1.3 million, representing 
the administrative expenses of the Treasury Department. Costs 
incurred by the Department of Health, Education, and Welfare during 
the fiscal year were charged to the Federal old-age and survivors 
insurance trust fund. During fiscal year 1958, the disability insurance 
trust fund will reimburse the old-age and survivors insurance trust 
fund for these costs. Benefit disbursements under this program began 
in August 1957 (in respect to benefits payable for July 1957). 

The assets of this fund at the end of fiscal year 1957 totaled $337.3 
million, consisting of $325.4 million in the form of 2% percent public- 
debt obligations of the United States Government, and $11.9 million 
in undisbursed balances (table 7). As in the case of the public-debt 
obligations held by the old-age and survivors insurance trust fund 
at the close of the fiscal year, approximately one-fourth of the public- 
debt obligations held by the disability insurance trust fund were 
distributed equally among maturities ranging from 1 year to 10 years. 
The remaining three-fourths was invested in issues maturing op 
June 30, 1958. 


TABLE 7.—Assets of the Federal disability insurance trusi fund, by type, at end of 
fiscal year 1957 
Investments: 
Public-debt obligations (special issues): 
Certificates of indebtedness: 2%-percent maturing 


one BO. 1968. oe Oe ee ee Me cee $257, 863, 000. 00 
Notes: 

2% percent maturing June 30, 1959_...-........ 7, 500, 000. 00 

2% percent maturing June 30, 1960_.....-.--- 2 7, 500, 000. 00 

2% percent maturing June 30, 1961......--...- 7, 500, 000. 00 

a7 percent maturing June 30, 1962_.......-.... 7, 500, 000. 00 
Bonds: 

2% percent maturing June 30, 1963.......-.... 7, 500, 000. 00 

2% percent maturing June 30, 1964__-..._.-_. 2 7, 500, 000. 00 

2% percent maturing June 30, 1965...-....2... 7, 500, 000, 00 

24 percent matur'ng June 30, 1966___........- 7, 500, 000. 00 

2% percent maturing June 30, 1967.....__--_-. 7, 500, 000. 00 

POCAE WV UOGIIOMUR dc bscccceesenwainccuéoca 325, 363, 000. 00 

mien AMOR oe on, cg ees tae iae 11, 894, 728 51 


ROE GINO boon enna cae anteea Aen 337, 257, 728. 51 
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EXPECTED OPERATIONS AND STATUS OF THE TRUST FUNDS DURING 
FISCAL YEARS 1958-62 


In the following statement of the expected operations and status 
of the trust funds during the next 5 fiscal years, it is assumed that 
the present statutory provisions relating to the old-age, survivors, 
and disability insurance program remain unchanged throughout the 
period under consideration. The income and disbursements of the 
program, however, not only depend on the legislative provisions but 
they are also affected by general economie conditions. Because it is 
difficult to foresee economic developments, the assumptions on which 
the estimates here presented are based are subject to many uncer- 
tainties. This statement of the expected operations of the trust 
funds should therefore be read with full recognition of the difficulties 
of estimating future trust fund income and disbursements under 
changing economic conditions. 

Single sets of estimates are here presented to show the expected 
operations of the old-age and survivors insurance trust fund in fiscal 
years 1958 and 1959, but for fiscal years 1960-62 4 sets of estimates 
are given based on 2 different assumptions as to economic develop- 
ments in those years—3 sets for assumption I and 1 set for assump- 
tion II. In assumption I the period 1959-62 is characterized by a 
continued rise in employment and earnings following a recovery, 
beginning in calendar year 1958, from the recession which btgan in 
the second half of calendar year 1957. During the 3 years 1960-62, 
unemployment is assumed to be at a comparatively low level. The 
difference among the three sets of estimates shown under assumption 
I result from varying within reasonable limits the estimates of (1) 
hourly earnings; (2) hours worked in covered employment; (3) the 
numbers of aged workers gaining insured status; and (4) the propor- 
tions of aged insured workers receiving retirement benefits. The 
remaining set of estimates for fiscal years 1960-62, based on assump- 
tion II, shows the effects that would result in the unlikely event that 
there were a severe decline in industrial activities beginning in the 
latter half of calendar year 1959 with a slow recovery not beginning 
until the first half of calendar year 1961. 

The expected operations and status of the old-age and survivors 
insurance trust fund during the next 5 fiscal years are presented in 
summary in table 8, together with the figures on actual experience 
in earlier fiscal years. The increase in estimated income from con- 
tributions in fiscal year 1959 as compared with fiscal year 1958 
reflects the uptrend in the levels of employment and earnings. Esti- 
mates of contribution income in fiscal year 1960-62 based on assump- 
tion I show the effect of an assumed rise in employment and earnings 
during these years as well as the scheduled increase in contribution 
rates on January 1, 1960. Benefit disbursements increase substan- 
tially primarily because of the 1954 and 1956 amendments, and partly 
because of the long-range upward trend in the number of beneficiaries 
under the program. Under assumption II, estimated contributions 
in fiscal years 1960-62 are lower than under assumption I because of 
the effects of the assumed economic recession on the levels of covered 
employment and taxable earnings in the periods affecting tax collec- 
tions during those years. Estimated benefit disbursements, on the 
other hand are higher under assumption II than assumption I because 
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a larger number of older workers leave employment or are unable to 
find jobs. 


TaBLE 8.—Operations of the Federal old-age and survivors insurance trust fund 
fiseal years 1937-62, subject to the assumption and limitations stated in the text} 


[In millions} 





Transactions during period 


Income Disbursements | Transfers Fund at 

torail- | Netin- | end of 
road re- | crease in | period § 

Tax con- | Interest | Benefit | Adminis-| tirement| fund * 

tribu- |oninvest-| pay- trative | account 

tions* | ments #% ments | expenses‘ 


Fiseal year 











Past experience: 


SPT. Mins setendseupeenes $48, 618 $4,478 | $28, 967 Th Te laeceee ey $23, 029 $23, 029 
Pin wdddvmcctdereuhouWauased 688 56 64 OF Rubecdinnd 653 2, 398 
lsh iehadknnednietinmnenanet) 896 71 110 ———EEE 830 3, 227 
a cies ttas <ehiahaiaa ties cia el 1, 130 87 149 gh 1, 041 4, 268 
DONS. echeienseibmeddaetele 1, 292 108 185 98h cicterer 1,178 5, 446 
SR cih i cecaustueceuanened 1,310 124 240 , eee 1, 167 6, 613 
Pidduntcqgeccduwidddoqeue 1, 238 148 321 Oe Bidacivetcd 1, 028 7, 641 
a aa 1, 460 163 426 GP) beectinede 1, 157 8,7 
RASS EOE Ee 1, 617 191 512 OF Windktneees 1, 248 10, 047 
TT iia cate eens’ 1, 694 230 607 €8 1idbecsiee~ 1, 263 11, 310 
Sick tints éutaamitdemtene 2, 110 257 727 i) Rimieiiaiaintas 1, 583 12, 893 
i ndewoudaadatiutbidinbee 3, 124 287 1, 498 5 Fate 1, 843 14, 736 
aa ira tate 3, 598 334 1, 982 98 t nnaveeres 1, S64 16, 600 
iticpedéneaaphakeumine 4, 097 387 2, 627 ie tenatedes 1, 766 18, 366 
Siidinadeathionebuaidce 4, 589 451 3, 276 DO caesh 1, 676 20, 043 
IR isdiatchilirw inch th etantnibaaalontn te 5, 087 448 4, 333 Se a dakianiaits 1, 098 21, 141 
DR Cibivesspineduucctudaws 6, 442 495 5, 861 Bee Toccetcdved 1, 452 593 
ai lar si iets 6, 540 561 6, 515 | ee 436 23, 029 
Estimated future experience: 
BL cb 346 ¢5d0okhtubadiaabs 7, 140 544 7, 835 167 $110 — 428 22, 601 
ite ei 7, 353 536 8, 620 178 220 | —1,129 21, 472 
1960: 
Assumption I: 
Sen dnkandcwbouecews 8, 355 519 9, 100 168 240 —634 20, 838 
Dinssiedasiieodatews 8, 195 516 9, 194 169 240 —892 20, 580 
Cicccckscevadwoaaeke 8, 035 513 9, 301 170 240 | —1,163 20, 309 
“ Assumption IT........- 7, 502 507 9, 452 175 240 | —1, 858 19, 614 
1961: 
Assumption I: 
. 9, 759 §21 9, 520 164 235 361 21, 199 
Demhonanaticivniienn 9, 579 509 9,714 166 235 —27 20, 553 
Oiicchtctdtcectudeth 9, 399 497 9, 910 168 235 —417 19, 892 
Assumption IT.......-.- 8, 444 467 10, 171 172 235 | 1, 667 17, 947 
2: 
Assumption I: 
gd atctesc on tankiinigit 10, 019 530 9, 872 168 220 289 21, 488 
Dédbdeccstaubindesaon 9, 819 506 10, 172 170 220 237 20, 316 
al eae 9, 619 483 10, 459 171 220 —748 19, 144 
Assumption II......... 8, 355 417 10, 705 172 220 | —2, 325 15, 





1 In interpreting the estimates, reference should be made to the aceompanying text which describes the 
underlying assumptions. Estimates were prepared February 1958. 

? Include adjustments for (1) refunds of contributions beginning in 1953, and (2) transfers during fiscal 

ears 1947-52 from general funds equivalent to additional ments arising from the extension of survivors 
insurance protection to certain veterans of World War II (Social Security Act Amendments of 1946). 

3 Includes (1) profits on marketable investments, and (2) for fiseal years 1054-58, interest transferred from 
the railroad retirement account. 

‘ Include administrative expenses, less receipts for sale of surplus material, services, ete. For fiscal years 
1954-60, include cost of construction of an office building for the Bureau of Old-Age and Survivors Insurance. 
Beginning fiscal ycar 1957, expenses incurred by the Department of Health, Education, and Welfare under 
the disability insurance program are initially charged to the old-age and survivors insurance trust fund. 
Reimbursements are then made in the following fiscal year. 

§ Totals do not necessarily equal the sum of rounded components, 


Under assumption I and assumption II, aggregate outgo of the old- 
age and survivors insurance trust fund is expected to exceed aggregate 
income over the period of the 5 fiscal years 1958-62. During this 

eriod, there is an estimated net decrease in the trust fund of $1.5 
illion to $3.9 billion under assumption I, and $7.4 billion under 
assumption II. During the 6 fiscal years 1958-62 the old-age and 
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survivors insurance trust fund will not exceed 2.2 times the highest 
expected annual outgo during the 5-year period under either assump- 
tion I or assumption II. 

For the fiscal years 1958-61 the estimates of contribution income of 
the old-age and survivors insurance trust fund (table 8) are lower, and 
the estimates of benefit payments are higher, than the corresponding 
estimates for these years that appeared in the 17th Annual Report of 
the Board of Trustees. The accases in the estimates of income 
from contributions shown for assumption I reflect the estimated effects 
of the recession which began in the first half of fiscal year 1958 and a 
downward revision, based on more recent tabulated data, in the esti- 
mated taxable earnings of the self-employed. Estimates of contribu- 
tions under assumption IT differ from those shown for corresponding 
years in the 17th annual report also because of the change in the 
assumption as to the timing of the recession assumed for the latter 
part of the 5-year period. 

Estimated benefit payments are higher primarily because, as a 
result of the extensions of coverage in 1954 and 1956, more aged persons 
will be insured and file claims for benefits than was previously esti- 
mated. This larger-than-expected number of claims, since it comes 
primerily from a backlog of individuals many of whom were over the 
minimum retirement age under the program, represents largely a 
one-time event. The resulting additional benefit payments, although 
significant from a short-range viewpoint, have relatively little sig- 
nificance in relation to the program’s aggregate disbursements over the 
long-range future and thus have virtually no effect on the financial 
soundness of the system. ‘The recession which began in the early part 
of fiscal year 1958 also contributes, to some extent, to the present 
higher estimates of benefit payments as more aged insured workers 
retire and apply for benefits. 

Another, though less important, reason why the estimated amount 
of benefit payments in the short-range future is higher than was 
expected a year ago is that more claims have been filed by women 
workers and by wives of retired workers than were expected under the 
provision enacted in 1956 which lowered the minimum retirement age 
for women from 65 to 62. The higher disbursements arising from 
these additional claims will have no significant effect on the long-range 
cost of the system. ‘This is because a woman who elects to receive a 
retired worker’s or wife’s benefit when she is between age 62 and age 65 
will receive a reduced benefit both before and after age 65 which is, 
on an actuarial basis, virtually equivalent to the full-rate benefit that 
would have been payable at age 65. 

As indicated in an earlier section of the report, the 1956 amend- 
ments contain provisions which will cause disbursements for old-age 
and survivor benefits during the 5 fiscal years 1958-62 to be on a 
higher level than the disbursements that would have been made under 
the old law. Moreover, these benefit disbursements during the next 
5 years, like contributions, will be dependent to a considerable extent 
upon economic developments and so will have a considerable range of 
possible variation. The number of workers in covered employment, 
their distribution among different classes of workers (e. g., older 
workers, very young workers, women workers not previously engaged 
in covered employment, etc.), and the level of earnings will all have a 
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decided effect upon the amount of benefit payments to be anticipated. 
However, under both assumptions benefit payments as a percentage of 
taxable earnings will continue to rise. Benefit payments were 3.49 
percent of taxable earnings for calendar year 1956. It is estimated that 
by 1962 benefit expenditures from the old-age and survivors insurance 
trust fund under assumption I will range from 4.93 percent to 5.51 
percent, and under assumption II, will be 6.52 percent, of taxable 
earnings. Figures for each of the calendar years 1940-62 are shown 
in table 9. 


TaBLE 9.—Old-age and survivors insurance benefit payments as percentage! of 
taxable earnings, calendar years 1940-62 








Benefit Benefit 
payments payments 
Calendar year as percent- Calendar year as percent- 
age of age of 
taxable taxable 
earnings earnings 
Past experience: Estimated future experience— Con, 
| SER eee 0. 11 1959— Continued 
Sch Sedoknnwcnapdunpnndwsinadidliat 21 Assumption I—Continued 
SUE cclienedaccdptnddaceoaeduiehill 25 Ds. fn kiicnsctemarngedenetes 4.83 
ck Sad eirnaiectenp ln dilenawme dando 27 icte Rett nccadubiethaiedans 4.92 
kd cideniasntindudiinancadabaiddl 32 AspaRG Th. conccocecsseces 5.14 
DDE dé-dkdninwe nikicnddidennanaimcned 44 1960: 
DR lik cacamdueibtancdacatelne 55 Assumption I; 
_, ee ee 59 Din tidtncimodesnnecniianeese 4,84 
ES a a ee 66 Di acl a dencdientiniaowaien 6. O1 
eI Sk .82 O41. 1. tiichentnceneanees 6.19 
_ , SE ee a eee os 1.10 RSBUTAGE Bh. dccccenscssone< 5. 
bliss iacentpints stp clerentmantndibethins 1. 60 1961: 
a inca ceinal soatlinceaicdnaa ite 21.76 Assumption I: 
Pee cmanen chedubawaan sakecaiiinel 32. 28 Dindsiiabeccusecenarecsasine 4.90 
aes ee St 22.84 Wid. ditiisdlhnsccncmeemalneuiiichiactaniiel 5.12 
i t tcicntinintinnmntinecsnalsanienteiendaan 23. 26 Od aedes<ercdenanediamiabs 6. 35 
I ares oid teindschensiieademdcaaiaeiael 23.49 Assumption I. .cccccasenmeies 6. 29 
Estimated future experience: : 
ON oie ei Rl icicubimiiie 4.15 
PL 3252s kcauulsisaddadmcindiwae 4. 64 4, 93 
1959: 5. 22 
Assumption I: 6. 51 
ih, Si cacabmenpatoninete 4,75 6. 52 





' For years 1951 and later, percentage takes into account (1) lower contribution rate payable by the self- 
employed compared with combined employer-employee rate, and (2) employee contributions subject to 
refund. 

? Preliminary, subject to revision based on complete tabulation of taxable self-employment earnings for 
1952-56 and of taxable wages for 1956. 


In general, the larger the volume of employment the larger will be 
the number of workers who are insured under the program, and there- 
fore the larger will be the number of deaths which will give rise to 
valid claims for survivor benefits. However, over the short range 
the amount paid out for survivor benefits will not be affected signifi- 
cantly by variations in economic conditions. While favorable oppor- 
tunities for employment will operate to increase the number of insured 
persons, and hence increase the number of new death claims, such a 
high employment situation will tend to have counterbalancing effects 
such as that of inducing many of the widows and older children eligible 
for survivor benefits to forego them by working. On balance, the 
amount paid out for survivor benefits over the next few years will 
differ so little whether the economic conditions of assumptions I or 
assumption II are assumed that a single set of estimates is deemed 
appropriate for both assumptions (table 10). 








; 
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TasLe 10.—Treasury disbursements for old-age and survivors insurance benefit 
payments, distributed by classification and beneficiaries, fiscal years 1941-62 


{In millions} 






Disbursed to survivors of deceased 
insured workers 














Disbursed Monthly benefits 







































2 Total | Disburséd | to depéend- 
Fiscal year benefit | to old-age ents of 
disburse-| benefici- old-age Widowed | Lump- 
ments ! aries benefici- mothers, | sum 
aries dependent} dependent} pay- 
Total! | widowers, divorced | ments 
Past disbursements: ? 
Sb. Basencs Mensiceae $64.3 $31.1 $5.8 $15.3 $1.5 $13.8 $12.7 
isn enitiintiniinaltind 110.3 54:9 9.6 31.6 4.1 27.5 14.1 
lease hina nee 149.3 72.4 12.7 47.5 7.9 39. 6 16.7 
+ ne 184. 6 86.8 15.2 63. 6 12.1 51.5 19.0 
a ae 239. 8 109. 1 19.2 85.8 17.7 68.1 25.7 
$006 ......4....28555.-222 320: 5 153.9 27.2 113.4 24.7 88.7 26.0 
a cick sty iniciceabiadinapitineipeaniion 425. 6 218. 6 38.4 139. 4 33.8 105. 6 29.2 
a ee ee 511.7 272. 4 47.5 160.5 43.7 116.8 31.3 
WOO... dssczcccscecsss 607.0 333.0 57.7 184.0 55.6 128.4 32.2 
FOS)... scssscscssssess 727.3 412.6 71.2 209. 4 69.3 140. 2 34.0 
$051... scccsccscscccez 1, 498.1 891.1 148.0 413.5 134.3 279. 2 45.5 
Pe atstteisdncuneelicbertnieinds 1, 982. 4 1, 191.4 193. 5 539. 2 179. 2 360.0 58.3 
SID cradhinaicicepisaceaie’ 2, 627.5 1, 624.6 253. 0 673. 6 232.7 441.0 76.3 
19664... dcscccsssesses 3, 275.6 2, 068. 5 318. 6 798. 3 283. 0 515.3 90.2 
F556 .....uccstcszscssez: 4, 333. 1 2, 803. 0 428.8 1, 000. 8 367.9 632. 9 100. 5 
$956... oc ccsccscccssss: 5, 360. 8 3, 531.8 531.8 1, 181.8 437.8 734.0 115.3 
9957... ccccccscccsss} @& SIE 4, 340.3 679. 3 1, 372.1 575. 5 796. 6 122.9 
Estimated future experi- 
ence: 
1958... sccsscscssscscz 7, 835 1, 603 719 884 137 
$950... cc dessscssssesesz 8, 620 1, 764 805 959 144 
1960: 
Assumption I: 
ee #194 
| oclininitletciniete i 1 
eae 9, 301 1, 031 155 
Assumption HH. ...- 9, 452 
1: 
Assumptien I: 
I aac aac acdeiaga 9, 520 6, 269 1,001 
ae 9,714 6, 439 1, 025 164 
Onc ucdet tebe 9, 910 6, 609 1,051 
Assumption I1__..- 10, 171 6, 844 1,077 
1962: 
Assumption I: 
ib diiaiditiniatemiois 9, 872 6, 440 1,018 
Dibstetheclentten 10, 172 6, 700 1, 058 173 
eka 10, 459 6, 954 1, 091 
Assumption II_.... 10, 705 7, 165 1, 126 









t Totals do not necessarily equa! the sum of rounded components. 
? Partly estimated. 


On the other hand, the lower the level of employment during the 
next 5 years, the larger will be the volume of benefit payments to re- 
tired workers and to their eligible dependents. As is indicated in 
table 11, a considerable proportion of the workers aged 65 and over 
who were eligible for old-age (primary) benefits in the past remained 
in covered employment (or, if they left covered employment, later 
returned to it) and did not receive benefits. Since January 1, 1945, 
however, the proportion of eligible workers receiving retirement 
benefits has been increasing. This proportion would not have de- 
clined from 1950 to 1951 (table 11) but for the fact that, for a large 
number of workers newly eligible as a result of the liberalized in- 
sured-status provisions of the 1950 amendments, claims for benefits 
had been received but had not yet been completely processed. 
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Tapie 11.—Workers aged 65 and over eligible for and receiving old-age (primary) 
benefils, by attained age, fiscal year 1941-62 


{Numbers in thousands| 





All workers agéd 65 Workers aged 65 to 69 Workers aged 70 and 





and over over 
Persons receiv- Persons receiv- Persons receiv- 
Middle of fisea! year Num ing benefits Num.- ing benefits Num. ing benefits 
(Jan. 1) ber ber | a sae. 
éligible | eligible eligible 
for Percent! for Percent; for Percent 


bene- | Num- jof num-} bene- | Num- jof num-| bene- | Num- |of num- 
fits! ber ber fits! ber ber fits } ber ber 
eligible elibigle eligible 





bwin SéaweSBoddeceh sé 548 112 20 376 85 28 172 28 16, 
FO  ctctieocnoumabunmes 680 200 29 445 134 30 235 66 28. 
a itetabtatesnasived 831 260 31 522 153 29 309 107 35 
1964.24.25 c cc sctsesssssss 1, 016 306 30 608 156 26 408 161 87 
Ps thekileninnstiinnivinaaice 1, 244 378 30 708 167 24 536 211 39. 
ee ee Pe eee 1, 469 518 35 805 212 26 664 306 46 
i tentdwdksebbanutehan 1, 637 702 43 868 271 31 769 430 56 
lachagardebwas snake 1, 813 875 48 930 325 35 883 550 62 
ee eee eee 1,990 | 1,048 63 | 1,000 380 38 990 668 67 
Si Riiinnsinananitene ted 2,164 | 1,286 59 | 1,069 474 44} 1,095 812 74 
WOON bddwabsdcécrdcvecicte 3,189 | 1,771 6) 1,663 721 43 1,476] 1,050 7 
TE ts hetcntninmbenouy 3, 504 2, 278 65 1, 825 942 52 1, 679 1, 387 80. 
bcscsucpesestbacetoas , 366 | 2, 644 61 | 2,260] 1,055 47 | 2,106] 1,589 75, 
0008s debewciodébetnwcece 4,786 | 3,222 67 | 2,418] 1,300 54 | 2,368] 1,922 81 
att cemininnbebanud ie 6,199 | 3,775 73 | 2,541] 1,518 60 z 649 | 2, 257 85 
WO scbsbokssciscicecciar 5,647 | 4,474 79 | 2,670] 1,744 66 977 | 2,729 92. 
I asin tected oes 6,622 | 4,999 75} 3,102] 1,876 60 | 3,520 | 3,123 89 

Estimated future experi- 
5, 930 81 | 3,330 | 2,242 67 | 4,003 | 3,688 92 
6, 630 $4) 3,443 | 2,437 71 | 4,416 | 4,193 5. 
6, 970 85 | 8,498 | 2,469 70 | 4,748 4,511 96, 
7, 048 85 | 3,508) 2,516 72 | 4,766] 4,532 95 
7, 121 8 | 3,523 | 2,550 72) 4,7 4, 571 95 
7, 152 87 | 3,508] 2,605 74 | 4,762 | 4,547 95. 
7, 219 85 | 3,504 | 2,450 70} 5,007! 4,769 95. 
7, 389 86 | 3,548 | 2,553 72) 5,070 | 4,836 95 
7, 536 87 | 8,580 | 2,635 74| 65127) 4,901 96. 
7, 570 89 | 3,508 2,723 78 | 5,046 | 4,847 96 
7, 396 85 | 3,488 | 2,423 69 | 5,217) 4,978 95, 
7, 661 86 | 3,565) 2,571 72 | 5,340] 5,090 95 
7, 900 87 | 3,619 | 2,707 75 | 5,428) 5,193 96, 
7, 870 90 | 3,472) 2,775 80 | 5,264) 5,095 97 








1 Figures for 1941-57 are partiy estimated. Females aged 62-64 eligible for old-age benefits are excluded, 
from the table. No adjustments have been made to reflect changes arising from (1) provisions that co- 
ordinate the old-age and survivors and railroad retirement programs, and (2) noncontributory wage eredits 
for military service. Estimates were prepared February 1958. 


The drop in the proportion of eligible workers receiving benefits. 
from 1952 to 1953 was caused by the fact that many persons in. 
occupations newly covered by the 1950 amendments became fully 
insured for the first time in 1952. Since these newly insured persons 
were fairly regularly employed, relatively few filed applications for 
old-age (primary) benefits. This depressed to a lower level the 
proportion of all eligible persons in receipt of such benefits on January 
1, 1953. A similar situation occurred on January 1, 1957, reflecting 
the fact that many persons fairly regularly employed in occupations 
newly covered by the 1954 amendments became fully insured for the. 
first time in 1956. In general, however, due to the increasing per- 
centage of eligibles who are 72 or over and therefore receive benefits 
regardless of earnings, the past upward trend in this proportion is; 





; 
; 


te 


AA AEST 
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expected to continue even under the favorable employment conditions 
assumed in assumption I. 

As indicated in an earlier section of this report, an insured woman 
worker between age 62 and age 65 may elect to receive an actuarilly 
reduced retirement benefit. (Table 11 excludes data relating to 
women aged 62-64.) On January 1, 1958, there were an estimated 
730,000 women workers aged 62-64 eligible for old-age benefits, of 
whom 270,000, or 37 percent, were drawing such benefits. On 
January 1, 1962, under assumption Ib, for example, 44 percent of 
the 800,000 women workers aged 62-64 eligible for old-age benefits 
are expected to be receiving such benefits. 

If the lower employment conditions assumed in assumption II 
should materialize, it is expected that larger proportions of eligible 
workers will be obliged to leave employment, especially at ages 65-69. 
Hence, despite a slightly smaller number of eligible workers, the num- 
ber receiving old-age (primary) benefits under assumption II would 
considerably exceed that under assumption I. Moreover, it is ex- 
pected that the average old-age (primary) benefit amount payable 
under assumption II would exceed the average under assumption I, 
inasmuch as many of the more steadily employed, and therefore higher 
paid, older workers who would not withdraw from employment under 
the conditions of assumption I would not be employed under the condi- 
tions of assumption II. The foregoing analysis also applies to insured 
women workers aged 62-64; under assumption II, on January 1, 1962, 
about 65 percent of the 775,000 eligible women aged 62-64 are ex- 
pected to be receiving old-age benefits. In consequence, assumption 
II would result in a substantially higher volume of benefit payments 
to old-age (primary) beneficiaries and their dependents. 

Table 11 contains an analysis of workers aged 65 and over eligible 
for old-age (primary) benefits by age attained as of the middle (Janu- 
ary 1) of each of the fiscal years 1941 through 1962. The growth in 
the number of eligible workers aged 65-69 was gradual but uninter- 
rupted during the calendar years 1941 to 1949, inclusive. This growth 
resulted partly from the increase in the population at these attained 
ages, but primarily from the fact that each passing year a larger pro- 
portion of the persons attaining age 65 had fully insured status. A 
worker attaining age 65 in the first quarter of 1940 would not have 
been fully insured if he had left covered employment before the quarter 
in which he attained age 63—for example, due to a permanent dis- 
ability. A worker attaining age 65 in the first quarter of 1949, 
however, could have been fully insured even though he had left 
covered employment as early as the quarter in which he attained 
age 58. 

eThe marked increase in the number of workers eligible for benefits 
in 1951 is due to the liberalized insured-status provisions of the 
1950 amendments to the Social Security Act. The number of quarters 
of coverage needed to be eligible for old-age benefits just prior to the 
passage of these amendments ranged from 27 for persons then attain- 
ing age 65 down to 6 for persons then aged 76 and over. Asa result of 
the 1950 amendment all persons who attained age 65 before 1954 are 


fully insured if they have the minimum number of 6 quarters of 
coverage. Consequently, the increase in the number of eligible per- 
sons on January 1, 1951, was greatest for the persons in the 65-69 age 


group. Although the same factors which before 1951 contributed to 
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the growth in the number of eligible persons aged 65 and over will 
continue to be operative after 1950, the amendments in 1950, 1954, 
and 1956 which liberalized the insured-status provisions and extended 
coverage to new areas of employment will have an even greater effect. 

The expected operations and status of the disability insurance trust 
fund during the next 5 fiscal years are presented in summary in table 
12, together with the figures on the actual experience in fiscal year 
1957. The sharp rise in estimated income from contributions in fiscal 
year 1958 as compared with fiscal year 1957 reflects primarily the 
fact that the program was in effect during only part of fiscal year 
1957, but will be in effect during the entire fiscal year 1958. Asin the 
case of the old-age and survivors insurance trust fund, estimates for 
fiscal years 1960-62 are presented on the basis of the two previously 
datead assumptions as to economic developments. Only one set 
of estimates, however, is shown under assumption | since varying the 
underlying cost factors within reasonable limits would result in only 
small differences in the levels of the estimated contribution income and 
benefit outgo of the disability insurance trust fund. Contribution 
income of the disability insurance trust fund will be influenced 
significantly by economic developments and so will have a considerable 
range of possible variation. 


TABLE 12.—Operations of the Federal disability insurance trust fund, fiscal years 
1957-62 


[In millions} 


Transactions during per'od 











Income Disbursements /|Transfers Fund at 
Fiscal year tween end of 
fund and |. Net in- | period 
Tax con- | Interest Adminis-| railroad | crease 
tribu- jon invest- trative retire- in fund 
tions ! ments ment 
account ? 
Past experience: 1957............. $337 OR Lisetsssied GA hiscmensnee $337 $337 
Estimated future experience: 
Pe windie cabin thdddiéandinsevubiia 896 16 Rr Wssddtndos 725 1, 062 
lbtebecbesttinbebeentenecll 915 34 19 +$10 693 1, 755 
1960: 
Assumption I............ 939 53 21 —2 699 454 
wa RS A 858 52 21 -—2 617 2, 372 
Assumption 1............ 958 72 19 —4 714 3, 168 
“ee Bhassabanésen 845 68 20 -4 596 2, 968 
Assumption I............ 986 91 19 —6 735 3, 903 
Assumption IT........... 839 81 20 —6 577 3, 545 





1 Adjusted for refunds. 
2A positive figure indicates a transfer from the railroad retirement account to the fund. A negative 
figure indicates a transfer to the railroad retirement account. 


Note.— Reference should be made to the accompanying text which describes the underlying assumptions 
and limitations. 


On the other hand, the amount of benefit payments over the short 
range will not differ significantly under the two sets of assumptions. 
The assumed decrease in the level of employment under assumption 
II would probably result in a larger number of claims for disability 
insurance benefits. Most of these claims would be denied. since the 
determination of disability, while considering such factors as age, 
prior work experience, education and training, rests primarily on a 


Dd) 


28110—58——-73 
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medical determination of limitation in functional capacity rather than 
on the availability of gainful employment. A small number of these 
claims for benefits, however, would be allowed. Such claims would 
come from persons whose impairments are so severe that it would be 
unreasonable to expect them to engage in any substantial gainful 
employment but who, by reason of extraordinary circumstances, do 
obtain, or continue in, remunerative employment during the preva- 
lence of the favorable economic conditions underlying assumption I. 
In some cases of course the circumstances under which they obtain 
or continued in employment will not exist under unfavorable economic 
conditions. In these instances, they would apply for and be found 
entitled to benefits. While the lack of employment opportunities 
will operate to increase to some extent the number of allowed claims, 
there will tend to be counterbalancing effects, such as the progressively 
increasing number of persons who would fail to meet the insured-status 
requirements, especially the requirement that the individual have 6 
quarters of coverage in the 13 calendar quarters ending with the 
quarter of his disability. On balance, disbursements for disability 
benefits over the next few years would differ so little under assumption 
I or assumption II that a single set of estimates is presented. 

Income of the disability insurance trust fund is expected to exceed 
disbursements in each of the 5 fiscal years 1958-62 under both assump- 
tion I and assumption II. During this 5-year period, it is estimated 
that the disability insurance trust fund will reach a level 10.3 to 11.4 
times the highest expected annual outgo during 1958-62. 

Public Law 234, approved October 30, 1951, amended the Railroad 
Retirement Act to provide a new basis of coordinating the railroad 
retirement program with old-age and survivors insurance. A descrip- 
tion of the legislative provisions governing the financial interchanges 
arising from the allocation of costs between the two systems is con- 
tained in appendix Il. In accordance with these provisions, the 
Railroad Retirement Board and the Secretary of Health, Education, 
and Welfare determined that the addition of $60.5 million to the old- 
age and survivors insurance trust fund would place it in the same 
position as of June 30, 1956, as it would have been if railroad employ- 
ment had always been covered under the Social Security Act. There 
is no authority in the law to transfer the amount held in the railroad 
retirement account to the credit of the trust fund, but interest thereon 
is payable annually. For the fiscal year ending June 30, 1957, interest 
amounting to $1.6 million was transferred to the old-age and survivors 
insurance trust fund in August 1957. The estimates shown in table 8 
reflect the effect of future interchanges between the railroad retirement 
account and the old-age and survivors insurance trust fund. 

Public Law 880, approved August 1, 1956, provides for similar 
annual determinations and for financial interchanges between the 
railroad retirement account and the disability insurance trust fund 
beginning with the fiscal year ending June 30, 1958. The estimates 
shown in table 12 reflect the effect of future interchanges between 
the railroad retirement account and the disability insurance trust 
fund. 

Public Law 881, approved August 1, 1956, provides that the old- 
age and survivors insurance trust fund, and where appropriate the 
disability insurance trust fund, shall be reimbursed from general 
revenues for past and future expenditures resulting from the provisions 
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that granted noncontributory $160 monthly wage credits to persons 
who served in the Armed Forces from September 16, 1940, through 
December 31, 1956, and from the provisions enacted in 1946 that 
granted survivorship protection to certain World War II veterans 
for a period of 3 years after leaving service. A description of the 
legislative history of provisions relating to credit for military service 
is contained in appendix II. Estimates of the amounts of these 
reimbursements have not yet been completed. Accordingly, the 
estimates shown in tables 8 and 12 have not been adjusted to reflect 
the effect of these reimbursements. 


ACTUARIAL STATUS OF THE TRUST FUNDS 


On June 30, 1957, there were about 14,900,000 persons aged 65 and 
over in the entire United States ae Territories), a number 
equivalent to 8.6 percent of the total population. This figure as to 
the size of the aged population does not allow for any underenumera- 
tion in the census, which might amount to as much as 400,000 for 
this age group. It is estimated that by the year 2000 the number of 
persons aged 65 and over will be about double the present number 
and will represent from 9 to 13 percent of the population. The effect 
on the finances of the old-age and survivors insurance system of this 
expected change in the number of aged persons will be even greater 
than may at first appear, because at the end of the century a much 
larger proportion of aged persons is expected to be eligible to receive 
benefits under the program than at present. The future financial 
soundness of this system, with its rising rate of disbursements, is of 
the utmost importance to the millions of persons who are already 
within its scope and to the Nation as a whole. 

Survivor benefits, although not as important costwise as old-age 
benefits, nonetheless play a very important role in the old-age and 
survivors insurance system. One way of measuring the significance 
of survivor benefits is through the volume of “life insurance” afforded 
by the program. This term is interpreted as meaning the present 
value of the prospective benefit payments to the surviving dependents 
of each worker after his death, taking into account the possible 
termination of benefits through death, remarriage of widow, marriage 
of child, child’s attainment of age 18, etc. It is estimated that at 
the beginning of the calendar vear 1957, the program provided about 
$425 billion of such “life insurance” protection for survivors. 

Table 13 shows the estimated cost of old-age and survivors benefits 
and monthly disability benefits as a percentage of payroll through the 
year 2050 and also the level-premium cost of the two programs—that 
is, the level percentage of payroll which would be sufficient to finance 
the cost of the benefits in perpetuity. These level-premium costs 
at a 3 percent interest assumption, range from 6.97 to 8.99 percent 
of payroll for the old-age and survivor benefits and from 0.24 to 0.49 
percent of payroll for the monthly disability benefits, depending upon 
the combination of assumptions selected. Tables 14 and 15 show the 
estimated contributions, benefit payments, administrative expenses, 
interest earnings, and assets of the two trust funds through the year 
2050, under alternative combinations of assumptions with respect 
to benefit costs. 
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TasLeE 13.—LEstimated costs of old-age, survivors, and disability insurance system 
as percent of payroll,! 1970-2050 

















{In percent] 
Calendar year Low-cost High-cost |Intermediate- 
estimate estimate cost estimate? 
Old-age and survivors insurance benefits 
PP eck ticctitnndisinnteteccchbabhindeéunteemsantendponedneuns 6. 27 6. 62 6. 45 
ea cabninininnannan einen prennaaEeNet: 7. 16 8.15 7.64 
 aiinindidahbthinensinetthensunéebneatmatohweebentbbebens 7. 49 9. 48 8.44 
Rtn eeeendakabeemambeEeniatnnntatennbenmmnudden 6. 74 9. 61 8.06 
Ilorin sedis eseasdapetlderettadaeiecheebAaieapionibcelarnadeiarcniougenabtiijantoapmaaiiangseciase 7. 59 12. 62 9. 68 
Sk cteosichasspeeintpn-aetipinlbnihahaierepadintndtgedlantadandniniginiatiennstiduiietiietenins 9. 62 14. 39 11. 48 
SS TESLA 6.97 8. 99 7. 90 
Disability insurance benefits 

SPE citpniditbinedinaanbbhneesbabapnicunedund dnmiebnbasitienn 0. 22 0. 45 0. 33 
a ete eataliahectaitndscialiegric lesncteiseihnpevattedindncseceindaiiearagltintsteiliaiigegeniasanisinideni -22 48 35 
Ea ee ee -22 47 34 
el Ah ceithsdiinieciaieian tiensctailmciainicainandewintiientetentsiventinneiiiimenianie 222 50 35 
ccd tchitiiindttnnietiaincts dinniciind abate deaabuwnagtistnntoe oat 60 -4l 
ce dele lo cena ruin ghicenietatbdepening vette cnsnebedvallcesanepivinahisimtlasessveiepundiiamcnaniey 31 . 64 44 
ND NE a i. diccdctinninnnhsitcinndntninhmubbowtbinmna .24 49 -35 





i means into account lower contribution rate for the self-employed, as compared with combined employer- 
employee rate. 

2 Based on the average of the dollar costs under the low-cost and high-cost estimates, 

3 Level-premium contribution rate, at 3-percent interest rate, for benefits after 1957, taking into account 
interest on the trust fund on Dec. 31, 1957, future administrative expenses, and the lower contribution rates 
payable by the self-employed. 


Note.—The figures in this table are based on high-employment assumptions; 
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TaBLE 14.—Estimated progress of old-age and survivors insurance trust fund, high 
employment and 1956 level earnings assumptions, 3 percent interest basis 














{In millions] 
Contribu- Benefit Adminis- | Financial Interest Fund at 
Calendar year tions payments trative inter- on fund end of 
expenses | change! year ? 
Actual data 

RR sctntictiiinnciniaaitansiitinileite $3, 367 $1, 885 GBA Sawniksncscscs $417 $15, 540 
iiicicnsemveannenadaininl 3, 819 2, 194 | RE EE 365 17, 442 
initideaddedsadtseceecccenss 3, 945 3, 006 ee ace 414 18, 707 
i cccamndenehnowbkemheane 5, 163 3, 670 Picci dedicmsankacia 468 20, 576 
I i tievigeciennneeniodesnseeieinametetie 5, 713 4, 968 Ms sacstbenienmecl 461 21, 663 
ls daukbeidamniathgabibinmmand 6, 172 5, 715 ME Dcmcbjihciatcanine 531 22, 519 
DnpcepacentalanstentGiadinsin 6, 826 7, 347 WOE Ricaadaeaanet 557 22, 393 


Low-cost estimate 





les. wiccaesbareeeseuueeoes $14, 755 $13, 391 $186 —$110 $830 $29, 037 
20, 220 18, 076 228 +28 1, 693 59, 085 
23, 801 22, 304 73 +127 2, 778 96, 020 
28, 534 24, 178 310 +191 4, 575 159, 186 
38, 650 36, 862 441 +191 15, 477 532, 158 
43, 741 52, 878 562 +191 29, 146 995, 910 








High-cost estimate 


Dl ltiscnertubedinaiiinbtaeeanbileline $14, 674 $14, 065 $216 —$148 $587 $20, 282 
Si cesniuihaiactiaceallas rated tiresdimateintds 19, 382 19, 723 263 —. 847 28, 776 
i inesoibenmninenhetedeemeune 21, 577 25, 731 315 +79 279 7, 386 
illnnctsibenncdieteaebeaans 24, 198 29, 291 354 +145 ® ®) 
Intermediate-cost estimate 

SM ee see es $14, 714 $13, 729 $201 —$129 $708 $24, 660 
St cncinanideknsimndtrmndtinbiaiinivbentnes 19, 801 18, 899 246 +4 1, 270 43, 930 
ile oc piaisaheeanse camepisanainenaaiend 22, 689 24, 062 294 +103 1, 528 51,7 
ST icaits cach ati ts cipecealadalall niche 26, 366 26, 736 332 +168 1, 605 54, 835 
RN tc iced th isa aeelh aeiaeaiadiati 33, 002 40, 193 453 +168 1, 727 55, 560 
CEP oy ET Se ARTE 35, 710 51, 574 536 +168 () () 


1 A positive figure indicates payment to the trust fund from the railroad retirement account, and a negative 
figure indicates the reverse. 

2 Not including amounts in the railroad retirement account to the credit of the OASI trust fund. In 
millions of dollars, these amounted to $377 for 1953, $284 for 1954, $163 for 1955, $60 for 1956, and nothing for 
1957 and thereafter. 

3 Fund exhausted in 1992, 

Fund exhausted in 2032, 
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TasBie 15.—Estimated progress of disability insurance trust fund, high employment 
and 1956 level earnings assumptions, 3-percent interest basis 


{In millions} 
















Contribu- | Benefit Adminis- | Financial | Interest Fund at 
Calendar year tions payments trative inter- on fund end of 
expenses change ! 








Actual data 


-————|_=[_ =| |] |= 


Low-cost estimate 


1, 148 
2, 764 
6, 062 





1A positive figure indicates payment to the trust fund from the railroad retirement account, and a 
negative figure indicates the reverse 


The excess of the level-premium contribution rate equivalent to the 
graded schedule in the law over the level-premium cost of benefits 
and administrative expenses (after appropriate adjustment for the 
effect of interest earnings on the existing trust fund) is used to indi- 
cate the actuarial balance of the system. A negative figure indicates 
the extent of lack of actuarial balance; a positive figure indicates more 
than sufficient financing (according to the estimate). The following 
table shows these figures for the old- -age and survivors insurance pro- 
gram and the disability i insurance program (computed as of the begin- 
ning of 1958): 























{Percent} 

Item Low cost High cost | Intermediate 

| cost 

to 

Old-age and ‘survivors insurance 
a ates 7, 38 7. 28 7. 33 
a cabins: 6. 97 8. 99 7. 90 
I a cigiseaintbvaiinain 41 —1.71 —. 57 








Contributions 0. 50 0. 50 0. 50 
lle 24 49 35 
I oS oe eo ee keneawneiabnanes . 26 01 .15 





1 Including adjustments (a) to reflect lower contribution rate for self-employed as compared with em- 
ployeremployce rate, (5) for existing trust fund, and (c) for administrative expenses. 
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In view of the very long range nature of these projections, and the 
many variable factors involved, the deficiency for the old-age and 
survivors insurance system under the intermediate-cost estimate is 
relatively small, and so the system may be said to be in approximate 
actuarial balance. Under the intermediate-cost estimate the old-age 
and survivors insurance trust fund would have a balance of more than 
$55 billion in the year 2025 and thus there is ample time in the future 
to make any adjustments which might be needed in the light of further 
experience and of future estimates. The disability insurance program 
shows a small surplus according to the intermediate-cost estimate. 
However, considering the variability of cost estimates for disability 
benefits, this program also may be considered in approximate actu- 
arial balance, and this smal! actuarial excess is crane no more than 
a moderate safety factor. 

A discussion of the assumptions upon which these tables have been 
calculated is presented in appendix I. 


CONCLUSION 


During the past 5 fiscal years, the contribution income of the old- 
age and survivors insurance trust fund has increased substantially for 
a number of reasons. In addition to a rise in earnings levels and the 
normal growth of the labor force as the population becomes larger, 
contribution rates increased in 1954; moreover, coverage was ex- 
tended to additional employments by the 1954 and 1956 amendments 
and the maximum limit on taxable earnings was raised in 1955. 
With the growth of the trust fund, interest received on investments 
has also increased. 

Trust fund disbursements, however, have risen even more sharply 
than contribution income. Basic factors in this increase are the long- 
term growth in the aged population and, more significantly, the 
lengthening period during which workers have had an opportunity 
to earn the quarters of coverage required to be insured. More imme- 
diate causes have been the amendments to the Social Security Act 
during 1950-56, which have extended the program’s coverage, low- 
ered the requirements for eligibility to benefits for persons who retire 
and for the survivors of individuals who die in the early years of the 
program, reduced the retirement age of women from 65 to 62, in- 
creased the benefits payable, and liberalized the retirement test. As 
a result of the rapid rise in disbursements, the trust fund’s receipts in 
fiscal year 1957 exceeded its disbursements by only $436 million. 

Long-range cost estimates show that for practical purposes the old- 
age and survivors insurance program is in actuarial balance according 
to the best available cost estimates. This concept means that for 
the long-range future, the system will have sufficient income from 
contributions based on the tax schedule now in the law and from 
interest earned on investments to meet all future payments for bene- 
fits and administrative expenses. Although aggregate disbursements 
of the old-age and survivors insurance trust fund over the period of 
the next several years are estimated to exceed aggregate receipts—a 
situation which, however, will be only temporary—there will be ample 
funds on hand to meet expenditures of the program during this period. 
The trust fund is intended to serve as a contingency fund as well as a 
source of investment income to supplement contribution receipts, and 
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it is to be expected therefore that the fund may be drawn upon from 
time to time. Temporary periods when the assets of the fund de- 
cline are not in themselves an indication of financial weakness and do 
not change the fact that the program is for practical purposes in 
actuarial balance. 

Aggregate income of the disability insurance trust fund will be 
wholl sufficient during the period immediately ahead to meet aggre- 
gate disbursements and in fact will build up a substantial fund. Long- 
range cost estimates show that the disability insurance program is 
more than in actuarial balance. 

In its annual reports, the Board of Trustees has emphasized that 
the continued financial soundness of the old-age and survivors insur- 
ance and disability insurance programs is a major concern both to 
the contributors and to the Nation as a whole. The 1956 amend- 
ments to the Social Security Act provided for a careful review of both 
the short-range and long-range financial aspects of the old-age and 
survivors insurance program by a representative advisory council be- 
fore each of the scheduled contribution rate increases. The first 
Advisory Council on Social Security Financing has now been ap- 
pointed under these provisions. This Council’s study can be expected 
to result in findings which will help to assure the continued financial 
strength of these programs and to maintain public confidence in the 
economic security they provide. 





APPENDIXES 





Appenpix I. Deratmtep Lone-Ranae Cost Estimates 


The cost estimates presented in this report are a complete revision 
both as to assumptions and methodology, of the estimates presente 
last year. The actual operating experience in the last 3 or 4 years 
has thus been taken into account in establishing the new assumptions. 
More detailed information on these new cost estimates, including an 
analysis of how they compare with the previous cost estimates and the 
reasons for the differences, will be presented in two acturial studies 
soon to be released by the Social Security Administration. 

The estimates are based on level earnings assumptions (intended 
to repeeaen’ about the 1956 level). If the earnings level in the future 
should be considerably above that which now prevails, and if at the 
same time the benefits for those on the roll are adjusted upward so 
that annual costs in relation to payroll remain the same, then the 
resulting increased dollar outgo will offset the increased dollar income. 
This is an important reason for considering costs relative to payroll 
rather than in dollars. 

The cost estimates have not taken into account the possibility of a 
rise in earnings levels, although such rises have characterized the past 
history of this country. If such an assumption were used in the cost 
estimates and if the benefit formula were nevertheless unchanged, 
the cost relative to payroll would, of course, be lower. If benefits 
are adjusted continuously and without any timelag to keep pace with 
rising earnings trends, the year-by-year costs as a percentage of payroll 
would be unaffected. Such an adjustment, however, would raise the 
level-premium cost, since under these circumstances the relative 
value of the interest earnings on the trust fund would diminish with 
the passage of time. 

A useful concept of long-range cost is the level-premium contribu- 
tion rate required to support the system in perpetuity. This rate is 
obtained by discounting future benefits nd assumed contributions 
at compound interest and assuming that benefit payments and taxable 
payrolls remain level after the year 2050. If such a level rate were 
adopted, relatively large accumulations in the trust fund would result, 
and in consequence there would also be sizable eventual income from 
interest. Even though such a method of financing is not followed, 
this concept provides a useful measure of long-range costs which takes 
into account the heavy deferred load. 

(a) Population growth.—The future trend of the population depends 
on the size and age distribution of the existing population, on future 
births and immigration, and on future deaths and emigration. In 
making use of the extensive census and vital statistics data available, 
one must be aware of the presence of various types of error and bias 
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(fully recognized and analyzed in their publications by the Bureau of 
the Census and the National Office of Vital Statistics). 

Crude birthrates declined for many years until about 1935, due in 
part to the increasing proportion of the female population past the 
childbearing ages, and in part to a decline in age-specific birthrates. 
However, since 1937 the long decline of the birthrate has been reversed. 
During the war years, high birthrates were reported, the wartime 
peak being reached in 1943. Although there was some decline in 
1944-45, the birthrate remained higher than at any time during the 
thirties, despite the fact that the war removed many potential fathers 
from the country. Beginning in 1946, a very rapid rise occurred, and 
the birthrate for the 12-month period ending June 1947 was higher 
than at any time since the beginning of World War I. The peak was 
followed by some decline and a subsequent rise in 1951-56, which 
did not quite reach the 1947 level. However, detailed analysis based 
on age of mother indicates that fertility in 1956 was really higher 
than in 1947. 

Net immigration had been very heavy prior to 1915 and moderate 
in the early twenties, but was quite negligible thereafter. Most popu- 
lation forecasts have assumed that no return to high net immigration 
rates may be expected. 

As a basis for long-range cost estimates, two population projections 
are developed. These do not reflect the maximum is range in 
population which might develop in the future, but rather embody 
combinations of factors which produce either low costs or high costs 
in regard to old-age and survivors insurance: for example, unfavorable 
mortality assumptions versus favorable ones. The population pro- 
jections underlying the cost figures presented here were published in 
Actuarial Study No. 46 of the Social Security Administration (Illus- 
trative United States Population Projections) 

)) Morlality.—Mortality rates by age have been decreasing steadily 
since the turn of the century for both sexes and for virtually all ages 
up to age 60. Although there was relatively little change above that 
age during the first four decades, significant improvement has occurred 
during the past decade and a half. 

In both the low-cost and high-cost assumptions, continued improve- 
ment in mortality rates at all ages is postulated. However, the degree 
of improvement embodied in the high-cost assumptions is substan- 
tially greater. While both sets of assumptions are necessarily arbi- 
trary, they may reasonably be taken as delineating, for the purposes 
of this report, the range within which mortality rates will fall. 

(c) Amount of covered employment.—In estimating the number of 
covered persons, percentages of men and women in each age group 
who are in Lepened ealbe ment are developed through analysis of past 
wage data for the groups already covered, along with such data relatin 
to the newly covered groups as can be obtained from censuses an 
other sources. The level of employment assumed is slightly below 
that prevailing in 1955-56. 

It is assumed that about 95 percent of all males in the country 
aged 25-39 have covered earnings in the course of a year, the ratio 
decreasing to about 75 percent for ages 60-64. For women the 
corresponding proportions are 45 percent for ages 25-49 and 25 percent 
for ages 60-64. Further, about 90 percent of covered men aged 
25-59 are assumed to work in all 4 quarters, with somewhat lower 
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proportions at the youngest and oldest ages. For women, the pro- 
portions used were about 55-60 percent for ages 20-39 and about 75 
percent for ages 45 and over. It is assumed that in the future the 
proportion of women who will be in covered employment will gradually 
rise for each age group, since in recent years they have been participat- 
ing more and more in covered employment. 

(d) Insured population—The number of persons who gain protec- 
tion through becoming “fully insured” or “currently insured” under 
old-age and survivors insurance and “fully insured,” “currently in- 
sured,” and “disability insured” under disability insurance depends 
upon the volume and pattern of their work in covered employment 
and upon the amount of taxable earnings from such work. A discus- 
sion of the latter factor is presented subsequently in item (7). 

(e) Marital status and family composition.—Marital relationships by 
age have great significance for old-age and survivors insurance costs 
because the system provides benefits for aged wives and widows (and 
also for aged dependent husbands and widowers). A woman 62 or 
over cannot draw both the old-age benefit based on her own earnin 
and a full wife’s, widow’s, or parent’s benefit based on her husband’s 
or child’s earnings. Hence, it is necessary to consider both the marital 
status and the insured status of aged females. A relatively large cost 
offset occurs on account of the provision which prohibits duplication 
of benefits. The experience to date is still rather limited in this 
respect (in December 1956 about 143,000 such dual beneficiaries had 
smaller old-age benefits, and an unknown number had larger old-age 
benefits and thus did not receive the supplementary or survivor 
benefit). This factor will not reach its full magnitude until almost 
2050 when all aged females will have had covered employment at the 
ultimate assumed rates. 

Family composition data, indicating the proportion of individuals 
with children and the average number of children per family, also have 
great significance, because the system provides benefits for orphaned 
children and their widowed mothers. The future birthrate has an 
important role in this connection since it determines not only the total 
number of children, but also how they are divided up into families. 
The actual claims experience, too, is valuable as a guide. 

There must also be considered the factors resulting in termination of 
married status, divorce, and mortality. The distribution of ages of 
husbands and wives also affects the cost estimates. Various studies 
have indicated that at almost all ages women have lower mortality 
rates than men and that the mortality rates of married persons are 
lower than those for all persons combined. In the cost estimates 
differential mortality by marital status has been considered in de- 
termining costs for the various types of benefits. 

Aged beneficiaries and their dependents are composed of a number of 
different categories. Table 16 shows the projected trends in the num- 
ber of beneficiaries, distinguishing between old-age beneficiaries 
(retired workers), wives and dependent husbands of old-age bene- 
ficiaries, children of old-age beneficiaries, aged widows and dependent 
widowers of deceased insured individuals, and dependent parents of 
deceased insured workers who left no widows or eligible children. 
It has been assumed that all retired persons eligible to receive old-age 
benefits based on their own earnings would apply for and receive 
these benefits even though they might be entitled to larger wife’s 








1142 SOCIAL-SECURITY LEGISLATION 


husband’s, widow’s, widower’s, or parent’s benefits (which instead 
wo “ be paid as reduced supplementary amounts). This assumption 
is made because it is rarely to the individual’s disadvantage, and may 
be to his advantage, to receive old-age benefits and reduced su 
plementary benefits of another category, rather than to receive solely 
the full benefits of the supplementary category. 


TaBLE 16.—Estimated monthly aged beneficiaries, males aged 65 and over, females 
aged a a over, and children of old-age beneficiaries, in current-payment status 
1970-2050 


{In thousands] 





Old-age Wives ofold-| Children of | Aged widows} Dependent 
Calendar year beneficiaries | age benefic- | old-age bene- parents 
iaries ? ficiaries 


Actual data for December 





Low-cost estimate 





High-cost estimate 







iil ii iitidcchbntbeonsebia 11, 323 


ee ae oe 16, 533 3,221 2; 806 21 
Motel eat 26, 120 3, 867 3, 684 12 
NR a Fie ace 48, 853 4, 592 4, 937 12 





1 Persons qualifying both for old-age benefits and for wife’s, widow’s, husband’s, widower’s, and parents 
benefits are shown only as old-age beneficiaries. 

? Including dependent husbands and wives of any age with child beneficiaries in their care (both relatively 
small categories). 


Note.—The figures in this table are based on high-employment assumptions, 


Although aged persons make up the bulk of the prospective bene- 
ficiaries under the program, the young survivors, composed of or- 
phaned children and widowed mothers, will receive a considerable 
amount of benefits. Table 17 lists these two groups separately, 
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Tasty 17.—Estimated younger survivor monthly beneficiaries in current-payment 
status, 1970-2050 


{In thousands] 





Calendar year Orphaned Widowed 
children mothers 





Actual data for December 





653 169 
778 204 
864 229 
963 254 
1, 054 272 
1, 154 292 
1, 210 301 
1,318 328 
Low-cost estimate 





Nore.—The estimated figures in this table are based on high-employment assumptions, 


The high-cost assumptions show, as expected, a relatively larger 
number of old-age beneficiaries and their dependents, than the lmame 
assumptions (table 16). This is in part because of the assumed lower 
mortality rates, which result in a greater proportion of aged persons, 
and in part because of the higher retirement rates assumed and the 
greater proportion of the population assumed to be insured as a result 
of more movement between covered employment and noncovered 
employment, unemployment, or nonemployment. On the other hand, 
the lower mortality tends to have the opposite effect in regard to 
widows (table 16) and, together with the somewhat lower birthrates, in 
regard to younger survivors (table 17); thus a smaller number of 
survivor beneficiaries is indicated under the high-cost assumptions 
than under the low-cost assumptions. 

Table 18 summarizes the previous discussion by showing illustra- 
tive numbers of aged and survivor beneficiaries as well as monthly 
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disability beneficiaries and lump-sum death payments. Widows, 
widowers, and parents who are at or beyond the minimum retirement 
age (65 for men and 62 for women) are included under the aged 


category, as are also spouses and dependent children of old-age 
beneficiaries. 


Taste 18.—Estimated old-age, survivor, and disability insurance beneficiaries in 
current-payment status, 1970-2050 

















[In thousands] 
Aged bene- Younger Monthly Lump-sum 
Calendar year ficiaries ! survivors disability ? death pay- 
ments 3 
Actual data for December 
ME Se CE el nl aT Sc eS 2, 639 WB ssid rccnccstcmiaaninainh 200 
SUE RG cidekiscadeokeccusccemeccecoencseuen! 3, 370 SE Dceahiantenieneeeal 414 
a a 3, 897 DT Renadintuisatietions 
ae Se ee ene 4,711 Wi ULE Usseiaigunicaesdsiaonseds 512 
ca Ee eae ee 5, 484 nD Dnceiputeiuoneounndin 516 
a I a a eee ne 6, 466 Ea WE Linteuseunumaset 567 
oan lee eee a ee ene) 7, 559 MUM Vccdaumapaatecas 547 
FT scicadnichenerpsieatemmaninbigmamatiiaty a incaiiintiimininayaie 9, 284 1, 64 150 689 
Low-cost estimate ¢ 
i a i ad 14, 834 2, 326 563 1,110 
il tne ee aia Ia cicadas lcm tanmioaptiienaitiahineine 19, 701 2, 526 702 1, 348 
item aD ean tenet nasil im tseanieiitintn pina toee 26, 287 2, 973 866 1, 870 


WOED . cacnccnescccconcccosscccsccensccocosccscces 60, 392 3, 230 1, 896 4,121 


High-cost estimate ¢ 





1 Inciuding children of old-age beneficiaries and wives under age 65 having such children in their care. 

2 When disability beneficiaries attain age 65, they are reclassified as old-age beneficiaries. 

3 Number of deaths resulting in lump-sum payments during the year. 

ae oe of beneficiaries on the rol! during the year (except as to lump-sum death payments; 
see footnote 3). 


Nore.—The estimated figures in this table are based on high-employment assumptions, 


In tables 16 to 18 only potential long-range trends have been set 
down, without recognition of cyclical or periodic fluctuations. Bear- 
ing this in mind, certain trends may be observed in these illustrative 
tables of number of beneficiaries. 

(1) An overall uptrend in beneficiaries under all types of benefits 
payable to aged persons and their dependents; 

(2) A relatively small increase under the low-cost assumptions and 
a leveling off under the high-cost assumptions in the number of orphan- 
child and widowed-mother beneficiaries. 

(3) A relatively small, and increasingly smaller, proportion of all 
benefits represented by younger survivor benefits. 

(4) A relatively rapid advance in the proportion of fully insured 
persons aged 65 and over (including those drawing benefits) as com- 
pared with the rise in the proportion fully insured at ages 20-64; and 

(5) A rapid rise in the percent of aged persons receiving old-age 
benefits. 

(f) Remarriage rates —Remarriage of young widows is an important 
cost factor since it results in termination of mother’s insurance bene- 
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fits and also of rights to deferred widow’s benefits at age 62. The 
greatest potential duration of benefits occurs among the younger 
widows, who can receive benefits for many years as mothers of young 
children and later as aged widows. These, however, are also the 
women with the greatest chance of remarriage. Among the older 
mothers with fewer prospective years of benefit receipt (their youngest 
child being nearer age 18), the probability of remarriage is smaller. 
Remarriage rates vary both by age of the widow and by duration of 
widowhood. 

(g) Disability benefits —In making the estimates for monthly disa- 
bility benefits, which were added by the 1956 amendments, the 
following assumptions were used: 

In the high-cost estimates, disability incidence rates for men are 
based on the so-called 165 percent modification of class 3 rates (which 
includes increasingly higher percentages for ages above 45); this 165 
percent modification corresponds roughly to life insurance company 
experience during the early 1930’s. Incidence rates assumed for 
women are 100 percent higher than for men. Termination rates are 
class 3 rates (relatively high—to be consistent with the high incidence 
rates assumed). 

For the low-cost estimates, disability incidence rates for men have 
been taken at 25 percent of those used in the high-cost estimates, or 
in other words, about 45 percent of the class 3 rates. Incidence 
rates assumed for women are 50 percent higher than for men. Termi- 
nation rates are based on German social insurance experience for 
1924-27, which is the best available experience as to relatively low 
disability termination rates which are to be anticipated in conjunction 
with low incidence rates. 

The incidence rates actually used for both estimates are 10 percent 
below the above rates because, unlike the general definition in insur- 
ance company policies, disability is not presumed to be total and of 
expected long continued duration after 6 months’ duration, but 
rather, permanence must be proved at that time. 

The new estimates make allowance for the very considerable savings 
due to offset of workmen’s compensation benefits and other Federal 
disability benefits (other than veterans’ service-connected benefits) 
against the social-security disability benefits. This is a very sig- 
nificant factor in the next 30 years (although not so much so there- 
after when veterans’ non-service-connected disability benefits will 
cease to be of importance for persons under age 65). 

It will be noted that the low-cost estimate includes low incidence 
rates (which, taken by themselves, produce low costs) and also low 
termination rates (which, taken by themselves, produce higher costs 
but which are considered to be necessary since with low incidence 
rates there would tend to be low termination rates because there 
would be few recoveries). On the other hand, the high-cost estimate 
contains high incidence rates that are somewhat offset by high termi- 
nation rates. 

It is believed that these cost estimates for the monthly disability 
benefits are as good an indication of such costs as are now possible. 
Nevertheless, it is recognized that in a new field such as this, more 
valid estimates are possible only after operating experience has 
developed from the program being in effect for several years. Dis- 
ability incidence and termination rates can vary widely, much more 
so than the mortality rates which underlie retirement and survivor 
benefit cost calculations. 
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Benefits as percentages of payroll for selected years are shown in 
table 13, while table 18 contains the estimated number of beneficiaries 
in current payment status for selected years. 

(h) Emplovment of beneficiaries—Since monthly benefits for all 
categories of beneficiaries are, in effect, suspended in any month in 
which the beneficiary is under age 72 and has more earnings than are 
permitted (without suspension of benefits) under the retirement test, 
assumptions as to the employment of beneficiaries rank high in im- 
portance among the various cost elements. In December 1956, 74 
percent of those aged 65 and over who were fully insured were actually 
receiving benefits. The proportion in the age group 65-71 is influ- 
enced to some extent by work opportunities for the aged. In the 
future, this proportion will probably increase somewhat, if for no 
other reason that the aging of the insured population. There is 
assumed to be more employment of beneficiaries, with consequent 
savings in cost, in the low-cost assumptions than in the high-cost 
ones. Recent experience seems to indicate that retirement rates have 
been somewhat higher than those used in the cost estimates. 

(i) Earnings in covered employment.—One of the most striking 
changes in earned income on record has taken place since 1940. Not 
only have there been further rises in the hourly rate of earnings since 
the end of World War II, including a sharp rise following the outbreak 
of the Korean conflict, but also unemployment, including partial un- 
employment, has been relatively low so that most workers have had 
a full workweek (table 19). 


TABLE 19.— Average earnings credits of workers under old-age and survivors insurance 
by years, 1937-56 


Workers with any earnings Workers with earnings in all 
in year 4 calendar quarters ! 
Calendar year 
Total Male Female Total Male Female 


$3,000 maximum earnings base 


















$899 $1, 037 @) 

832 958 507 $i, 359 $783 

881 1,014 536 1, 400 800 

926 1,070 553 1, 465 831 
1,014 1, 188 574 1, 646 910 
1, 127 1, 364 609 1, 939 1, 047 
1, 289 1, 580 2, 205 1, 271 
1, 369 1, 681 2, 301 1, 402 
1, 328 1, 591 2, 293 1, 384 
1, 394 1, 635 2, 269 1, 480 
1, 591 1, 831 1,044 2, 393 1,611 
1, 67 1, 939 2, 493 1, 733 
1,711 1, 964 2, 508 1, 763 
1, 769 2, 026 2, 579 1, 852 





$3,600 maximum earnings base 


Roane Sec cccssatcccutascoe $2, 039 $2, 396 $1, 335 $2, 672 $2, 956 $1, 945 


BOE. cneneopemanesencsescnses 2, 110 2, 470 1, 420 2, 750 8, 030 2, 050 
Tents estapitonncet> nani meme 2, 180 2, 530 1, 500 2, 820 3, 100 2, 160 


SOOE. .cciapivtinnanesnsducchawke 2, 190 2, 530 1, 530 2, 830 3, 100 2, 170 
$4,200 maximum earnings base 


$1, 600 
1, 700 


$3, 050 
3, 100 


$3, 360 


| a nen ee $2, 360 
2 500 3, 400 


$2, 760 
BBE 5... Sacsncccsccsccsccesee= 2, 2, 900 

















! All covered self-employed workers (beginning in 1951) are considered to be 4-quarter workers. 
4 Data not available. 
* Preliminary. 
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The higher earnings rate gives workers relatively more chance of 
obtaining credit for quarters of coverage (at $50 of wages per quarter) 
now than in the prewar years, thus effecting an increase in the number 
of persons with insured status and in the average wage used for benefit 
computations. These increases are assumed to be more or less 

ermanent. 

The 1956 earnings level is assumed to continue indefinitely for both 
the low-cost and high-cost estimates. More precisely, it is assumed 
that average annual credited earnings remain at the 1956 level (after 
adjusting to take into account the earnings of the employment cate- 
gories covered in 1957 and subsequently) in each of the following four 
categories: Male 4-quarter workers, male workers with less than 
4 quarters of coverage in a given year, female 4-quarter workers, and 
female workers with less than 4 quarters of coverage. All covered 
self-employed workers are taken to be 4-quarter workers since they 
are always credited with 4 quarters of coverage. 

The relatively small variation in earnings by age within each of 
these groups was ignored. The extent of variation is illustrated by 
the following 1954 data for 4-quarter wage and salary workers 
(rounded to the nearest $50): For men, the average was $3,100 for 
all ages combined and $2,700 for ages 20-24, between $3,150 and 
$3,250 for each group from ages 25-29 to 55-59, $3,050 for ages 60-64, 

2,850 for ages 65-69, and $2,400 for ages 70 and over; for women, the 
average was $2,150 for all ages combined and was between $2,200 and 
$2,300 for each group from ages 20-24 to 50-54, $2,150 for ages 55-59, 
pl for ages 60-64, $1,750 for ages 65-69, and $1,600 for ages 70 
and over. 

For each of the four groups, the 1955 average credited earnings 
(i. e., excluding amounts in excess of $4,200) was obtained. Some 
estimating was necessary since the 1955 data available at the time 
the cost estimates were made were preliminary and did not provide 
the complete breakdown into the four groups. Using the very 
limited data available for 1956, the 1955 figures were increased some- 
what to give estimates for 1956 as shown below: 


Category Males Females 
IE I ions chai rmmieoesiaeag aan ptetanniidiiawnebaabagdietaneaeaiarien $3,420 | + $2, 430 
Dey Dey RD DIATCRE WENNER op dks eccctinbnddinentnncitedtebcnelahtblebecns 970} \ 620 


The 4-quarter earnings assumptions may be compared with the 
actual experience for such workers in the past years as shown by the 
last 2 columns of table 19, but allowance must be made for the changes 
in the maximum earnings base. Thus, for example, if the base had 
remained unchanged from 1954 to 1955, there would have been no 
significant rise in the average earnings figurés. 

Development of the prospective cost of the program using the 
various elements discussed furnishes reasonable. illustrations of the 
number of future beneficiaries and costs. The values derived are 
well within the outside boundaries of possibility, and by no means 
either the lowest or the highest conceivable. Experience to date is 
limited; the payment of monthly benefits began in 1940, and these 
benefits were revised drastically in 1950 and again moderately in 1952, 
1954, and 1956. As payments got underway, limitations of coverage 

28110—58——_74 
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and the insured-status requirement excluded larger numbers of poten- 
tial beneficiaries. In recent years, as the lag diminished and coverage 
expanded, payments have been limited by delayed claiming of benefits 
occasioned by favorable employment conditions during the war and 
ostwar years. The long-range cost estimates look beyond these 
imitations and attempt to furnish some indication of the future 
trend in costs of the old-age and survivors insurance program. 

It is to be noted that in addition to the assumptions already dis- 
cussed, the long-range cost illustrations include assumptions relating 
to the interest rate and to various miscellaneous administrative factors. 
Since the earlier cost estimates were developed, sufficient actual ex- 

erience under the operation of the program is available to permit the 
introduction of various modifications to allow for such factors as the 
minimum and maximum benefit provisions, and the provision that in 
certain instances the lump-sum death payment may not exceed the 
actual burial expenses. Also taken into account are such miscella- 
neous factors as differential retirement rates by marital status and the 
effect of possibly lowered earning capacity during the last illness on 
the size of survivor benefits. 

An important element affecting old-age and survivors insurance 
costs arose through amendments made to the Railroad Retirement 
Act in 1951. These provide for a coordination of railroad retirement 
compensation and old-age and survivors insurance covered earnings 
in determining benefits for those with less than 10 years of railroad 
service. All future cases involving less than 10 years of railroad 
service are to be paid by the old-age and survivors insurance system. 

Financial interchange provisions are established so that the old-age 
and survivors insurance trust fund and the disability insurance trust 
fund are to be placed in the same financial position in which they 
would have been if there never had been a separate railroad retire- 
ment program. It is estimated that, over the long range, the net 
effect of these provisions will be a relatively small gain to the old-age, 
survivors, and disability insurance system since the reimbursements 
from the railroad retirement system will be somewhat larger than the 
net additional benefits paid on the basis of railroad earnings. 

The long-range cost estimates of income and outgo are presented 
in the body of the report in tables 13, 14, and 15, the first showing 
the benefit costs relative to payroll and the latter two showing the 
progress of the trust funds. In addition to the figures for the low- 
cost and high-cost estimates, resulting from two carefully considered 
series of assumptions, intermediate-cost estimates have been devel- 
oped. ‘The latter are merely an average of the low-cost and high-cost 
estimates of beneficiaries, disbursements, and income of the trust 
funds; they are not intended to represent ‘“‘most probable’’ figures. 
Rather, they have been set down as a convenient and readily available 
single set of figures to be used for comparative purposes. 

Since the Congress has adopted the principle of establishing in the 
law a contribution schedule designed to make the system self-support- 
ing, it was necessary at the time the legislation was enacted to select a 
single set of estimates as the basis for the contribution schedule. ‘The 
intermediate-cost estimate was used for this purpose. Quite obvi- 
ously any specific schedule may require modification in the light of 
future experience, but the establishment of the schedule in the law 
does make clear the congressional intent that the system be self- 








SOCIAL-SECURITY LEGISLATION 1149 


supporting. Exact self-support cannot be obtained from a specific set 
of integral or rounded fractional rates, but the intention to adhere as 
closely as possible to this principle of self-support was clearly ex- 
pressed by the Congress in 1950 when it developed the tax schedule in 
the law, and again in 1952, 1954, and 1956 when further amendments 
were made. 

The Congress thoroughly considered the matter of costs in the 
legislative development of the 1956 amendments—especially in the 
light of the revised estimates for the 1954 act which, recognizing the 
increased earnings level in covered employment, showed somewhat 
lower costs as a percentage of mathe.» than previously estimated. 
These lower costs produced a decrease in the financial deficiency of the 
old-age and survivors insurance benefits of the 1954 act, which reduced 
deficiency was approximately preserved in regard to such benefits in 
the’ 1956 act. Under the 1956 act, the disability insurance system 
showed a small surplus since the increase in the contribution rate to 
support the monthly disability benefits was slightly more than suf- 
ficient to meet the cost of these benefits under intermediate-cost 
estimates. The current estimates show a somewhat larger deficiency 
for the old-age and survivors insurance benefits and a slightly larger 
sufficiency for the disability insurance benefits. In light of the 

revious paragraph, it may be said that for practical purposes, on the 
intermediate-cost basis of the cost estimates presented here, the 
system is substantially in actuarial balance (i. e., the difference be- 
tween the level-premium cost of benefits and the equivalent level 
contribution rate is within the margin of variation of long-range cost 
estimates). 

Tables 13, 14, and 15 show the steady rise in benefit payments 
under the widely different sets of conditions discussed earlier in 
this section, and demonstrate the large increases, relatively and 
in absolute quantities, which would occur not only after 1980, but 
even after the turn of the century. 

Because of the nature of the assumptions, the tables show only 
smooth trends, omitting the irregularities and periodic cyclical 
variations which may develop. These irregularities are expected to 
be far more pronounced in regard to contributions than benefits since, 
after the system is well established, the dollar amount of the benefit 
roll will contain a large proportion of fixed payments to permanently 
retired persons. However, the payroll of covered workers from which 
the contribution income is derived will react quite sensitively to 
increases or decreases in job opportunities, changes in the length of 
the workweek, and changes in unit rates of pay. For demographic 
reasons alone, as discussed earlier, it is unlikely that the system will 
level out, even eventually, to a completely fixed relationship between 
contributions and benefits. 

Table 13 compares benefit costs related to payroll for the present 
estimates. The cost rises steadily under both estimates—temporarily 
leveling out somewhat between 1990 and 2000. The “ultimate” 
cost for the old-age and survivor benefits is reached some 50 years 
after the year 2000 at roughly 9.6 percent of payroll for the low-cost 
estimate, 14.4 percent for the high-cost estimate, and 11.5 percent for 
the intermediate-cost estimate. The ‘ultimate’ cost for the disability 
benefits is reached considerably earlier—possibly to a considerable 
extent in 15 or 20 years—at about 0.25 percent of payroll for the 
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low-cost estimate, 0.5 percent for the high-cost estimate, and 0.35 
percent for the intermediate estimate. 

The interest assumption used in determining level-premium costs 
is 3 percent. The average rate on investments of the trust funds is 
currently about 2.6 percent (as of the end of 1957), but the open-mar- 
ket yield on long-range Government bonds is currently somewhat 
above 3 percent. The intermediate-cost estimate for the old-age and 
survivor benefits shows a level-premium cost of 7.90 percent of payroll 
at 3-percent interest. This figure may be contrasted with the level 
rate equivalent to the total graded contribution schedule in the law 
assigned to these benefits (taking into account the lower contributions 
payable by the self-employed as compared with the combined employer- 
employee rate), which is 7.33 percent of payroll (see section on Actu- 
arial Status of the Trust Funds). Thus, this comparison indicates 
that according to these intermediate-cost figures, the tax schedule 
in the law makes this part of the program not quite self-supporting. 

The level-premium cost for the monthly disability benefits is 0.35 
percent of payroll on the intermediate basis, or somewhat below the 
equivalent of the contributions for these benefits. Thus, based on 
this estimate, the disability benefit aspects of the program are on a 
somewhat more than self-supporting basis. 

Table 14 shows the progress of the old-age and survivors insurance 
trust fund under the present estimates. In the low-cost estimate, 
contribution income exceeds benefit disbursements in each of the 60 
years following 1970. Accordingly, the trust fund continues to build 
up quite rapidly, and some 45 years hence it is growing at the rate of 
about $9 billion per year (and at that time is about $160 billion). 
On the other hand, under the high-cost estimate, benefit disbursements 
exceed contribution income in most years (the exceptions being those 
vears shortly after some of the scheduled rises in the contribution 
rate), and the trust fund, after building up to a maximum of about 
$29 billion in about 25 years, decreases thereafter until it becomes 
exhausted shortly after 1990. 

These results for the low-cost and high-cost estimates are to be ex- 
pected since the old-age and survivors insurance system on an inter- 
mediate-cost estimate is approximately self-supporting. Accordingly, 
a. low-cost estimate should show that the system is more than self- 
supporting and a high-cost estimate should show that a deficienc 
will arise in later years. At any rate, it appears likely that there will 
be ample funds for several decades even with relatively unfavorable 
experience. In those cost illustrations where the system is shown to 
be more than self-supporting, the growth of the trust fund over the 
almost 100 years up to 2050 produces balances that are unrealistically 
large. It is unlikely that such a growth would develop in actual 
practice (or exhaustion of the fund, as shown in other instances) since 
the Congress would no doubt take some corrective or remedial action. 

According to the intermediate-cost ‘estimate, contribution income 
will exceed benefit disbursements in most years from 1965 until about 
1985. After that, the excess of benefit disbursements and admin- 
istrative expenses over contribution income is, for many years, met 
by interest earnings of the trust fund. Accordingly, the trust fund 
grows steadily, reaching a maximum of about $84 billion in 2015 and 
then declines. This decrease is another indication that the tax 
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schedule in the law is not quite self-supporting under the intermediate- 
cost estimate. 

Table 15 shows the progress of the disability insurance trust fund 
under the present estimates. In the low-cost estimate, contribution 
income exceeds benefit disbygsements in all years. The fund would 
be about $63 billion in fies tee 2000 and would be growing at the 
rate of almost $3 billion a year. In the high-cost estimate, benefit 
disbursements exceed contribution income after the turn of the 
century, but the trust fund, reaching about $17 billion at the time, 
continues to grow, due to interest income. Under the intermediate- 
cost estimate, contribution income exceeds benefit outgo in all years, 
and the trust fund of $40 billion in the year 2000 is growing at a rate 
of about $1.6 billion a year. 

These results for the low-cost and high-cost estimates, as in the 
case of the old-age and survivors insurance trust fund, are to be 
expected since the disability system on an intermediate estimate 
basis is self-supporting. Thus, under the assumptions, the low-cost 
estimate is far more than self-supporting, and even the high-cost 
estimate is just barely self-supporting. 

A factor mentioned earlier, but not used in the actuarial projections, 
is the trend observed in the past, of an irregular but upward move- 
ment in earnings, both on a dollar basis and in the form of real wages. 
If this secular trend continues, then—other things being equal and 
with no changes in the present provisions of the law—the curves of 
both benefits and contributions would be more steeply ascending than 
anticipated in the present estimate. The upward changes in the 
contribution curves, however, would be far more accentuated than 
such changes in the benefit curves. ‘There are several reasons for this 
effect, the important one being that the benefit increase would be 
dampened because— 

(1) Benefits are determined by the average monthly wage up 
to the maximum of $350; 55 percent is applied to the first $110 
thereof and 20 percent to the part above $110. As average earn- 
ings increase and more persons approach or reach the $350 maxi- 
mum, a larger portion of such earnings falls in that bracket of 
the benefit formula to which the 20-percent rather than the 55- 
percent rate applies. Thus benefits are smaller in relation to 
earnings, and consequently in relation to contributions. 

(2) Contributions in any year are based substantially on the 
covered earnings of that year. Benefits in force in any year are 
based on weighted composite earnings of all previous years in 
which the insured persons on whose account the benefits are paid 
worked in covered employment, and in far-distant future years 
would include earnings of as much as 50 previous years. 

The assumption of steadily rising earnings in conjunction with 
an unamended benefit formula would have an important bearing in 
considering the long-range cost of the program. With such an assump- 
tion, the future rise in earnings would seem to offer significant financial 
help in the financing of benefits because contributions at a fixed per- 
centage rate would increase steadily relative to benefit disbursements. 
However, benefits paid would steadily diminish in relation to the cur- 
rent earnings level. As a result, offsetting this apparent savings in 
cost, is the likelihood that from the long-range point of view the present 
benefit formula would not be maintained. 
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In revising the benefit schedule to conform with the altered earnin 
level, the changed cost and contribution picture would have to be 
considered. ‘This is especially true for changes resulting from the 
fact that benefits would be based on earnings prevailing at the time 
of the revision and thereafter, while the accumulated trust fund at 
that time would have developed from contributions on the lower 
earnings levels of the past. The fund thus would play a less important 
role in financing the program than it would if the earnings level had 
not changed. If it is assumed that the benefit level in the future 
will be adjusted in proportion to the increase in average earnings, the 
level-premium cost of the program, expressed as a percentage of 
taxable earnings in perpetuity, would be increased because of the 
diminishing part played by the accumulated trust funds in financing 
the program. For small annual rates of increase in average earnings 
(i. e., for rates less than the assumed valuation interest rate) this 
increase in cost may be partially counterbalanced by the timel 
which would undoubtedly occur between the rise in earnings leve 
and the amendment of the benefit provisions. However, for larger 
rates of increase in average earnings the level-premium cost in per- 
petuity would be the ultimate cost, Roaiies the fund would ultimately 
play virtually no role in the financing of the benefits. Nevertheless, 
during the course of this century at least the interest income from 
the fund would continue to be a significant amount in relation to 
total disbursements. 

In addition to excluding the assumption of increasing wages in the 
future, the detailed cost estimates given have avoided dealing with 
various other important secular trends. These have diverse effects 
on costs which cannot be adequately extrapolated into the future. 
One illustration is the lengthening of the period of childhood or 
preparation for work. Another possibility is a drastic change in the 
average aze of retirement, either to a considerably lower effective age 
so that practically all persons would retire at the minimum age of 65, 
or conversely to a higher effective age, under circumstances of greatly 
improved health conditions combined with good employment oppor- 
tunities, such that few would retire before age 72 (after which, in 
any event, benefits are paid regardless of employment). 


Apprnpix II. Leoisuative History Arrectinc THE Trust Funps 


Board of Trustees —From January 1, 1940, when the Federal Old- 
Age and Survivors Insurance Trust Fund was established, through 
July 15, 1946, the three members of the Board of Trustees, who serve in 
an ex officio capacity, were the Secretary of the Treasury, the Secretary 
of Labor, and Chairman of the Social Security Board. On July 16, 
1946, under the Reorganization Plan No. 2 of 1946, the Federal 
Security Administrator became ex officio member of the Board of 
Trustees in place of the Chairman of the Social Security Board, which 
Agency was abolished. On April 11, 1953, the Reorganization Plan 
No. 1 of 1953, creating the Department of Health, Education, and 
Welfare, went into effect, and the Office of Federal Security Adminis- 
trator was abolished. The functions of the Administrator as ex 
officio member of the Board of Trustees were taken over by the 
Secretary of Health, Education, and Welfare. The remaining mem- 
bership of the Board has not changed since it was first established. 
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Since the establishment of the fund, the Secretary of the Treasury 
has been managing trustee. The Social Security Act Amendments 
of 1950 designated the Commissioner for Social Security—since 
April 11, 1953, the Commissioner of Social Security—as Secretary of 
the Board of Trustees. Under the Social Security Amendments of 
1956, the Board of Trustees of the Federal Old-Age and Survivors 
Insurance Trust Fund was also made the Board of Trustees of the 
Federal Disability Insurance Trust Fund. 

Contribution rates—The Social Security Act of 1935 fixed the 
contribution rates for employees and their employers at 1 percent 
each on taxable wages for the calendar years 1937-39, and provided 
for higher rates thereafter. However, subsequent acts of Congress 
extended the l-percent rates through calendar year 1949. On 
January 1, 1950, the rates rose to 1% percent each for employees and 
employers, as provided by the Sociat Security Act Amendments of 
1947. In accordance with the Social Security Act Amendments of 
1950, the 1%-percent rates remained in effect through calendar year 
1953, and, on January 1, 1954, rose to 2 percent each for employees 
and gy > Oe These rates remained in effect through December 31, 
1956. Beginning January 1, 1951—the effective date of extension 
of coverage to self-employed persons—the rates of tax on self-employ- 
ment income have been jeadl ts 1% times the corresponding employee 
rates. 

Special refunds of employee contributions.—With respect to wages 
paid before 1951, refunds to employees who worked for more than 
one employer during the course of a year and paid contributions on 
such wages in excess of the statutory maximum, were made from 
general revenues. With respect to wages paid after 1950, these 
refunds are paid from the Treasury account for refunding internal- 
revenue collections. The Social Security Act Amendments of 1950 
directed the managing trustee to pay from time to time from the old- 
age and survivors insurance trust fund into the Treasury as repay- 
ments to the account for refunding internal-revenue collections, the 
amount estimated by him to be contributions which are subject to 
refund with respect to wages paid after 1950. ' 

Credits for military service—The Social Security Act Amendments 
of 1946 provided survivor-insurance protection to certain World War 
II veterans for a period of 3 years following their discharge from the 
Armed Forces. Federal appropriations were authorized to reimburse 
the Federal old-age and survivors insurance trust fund for such sums 
as were withdrawn to meet the additional cost (including administra- 
tive expenses) of such payments. The 1950 amendments, which pro- 
vided noncontributory $160 monthly wage credits to persons who 
served in the Armed Forces during World War II, and the 1952, 1953, 
and 1955 amendments which provided similar noncontributory credits 
on account of active military or naval service from July 25, 1947, 
through March 31, 1956, charged to the old-age and survivors insur- 
ance trust fund not only the additional costs arising from these credits 
but also those additional costs arising under the 1946 amendments 
(beginning September 1950). 

Social Security Act Amendments of 1950.'—The 1950 amendments 
to the Social Security Act, which represented the first major legislative 


Certain provisions in these amendments were further changed in subsequent legislations 








1154 SOCIAL-SECURITY LEGISLATION 


changes in the old-age and survivors insurance program since enact- 
ment of the 1939 amendments, became law August 28, 1950. 

The more important changes significant from an actuarial stand- 
point are presented -below. 

1. Coverage was extended compulsory to regularly employed do- 
mestic and farm employees; most Federal employees not covered 
under the civil service retirement program; the nonfarm self-employed 
other than doctors, lawyers, engineers, and members of certain other 
professional groups; employees and the self-employed in Puerto Rico 
and the Virgin Islands; and a few other ae occupational classes. 
In addition, two categories of employees were given the opportunity 
to be covered on a group voluntary basis—employees of nonprofit 
institutions and employees of State and local governments who are 
not under retirement systems. 

2. Benefits were made payable in certain circumstances in which 
no benefits would formerly have been paid. 

(a) The requirements for fully insured status were liberalized by 
introducing a new starting date for determining such status. This “new 
start” enabled many persons at least 65 years of age who did not 
meet the former requirements to become immediately eligible to 
receive retirement benefits. It also removed the disadvantage the 
newly covered groups would otherwise have faced in acquiring 
eligibility. 

(6) Provisions defining dependency were modified to permit the 
payment of survivor benefits to all unmarried children under 18 years 
of age whose mothers were currently insured at time of death. 

(c) Several new benefits for dependents and survivors of insured 
persons were added. Benefits equal to 50 percent of the primary 
insurance amount would be payable to a wife, under 65 years of age, 
of an old-age (primary) beneficiary as long as she had in her care 
a child entitled to benefits on her husband’s earnings. In certain 
instances benefits would be payable to the dependent husband, aged 
65 or over, of a retired female beneficiary, and also to the aged surviv- 
ing dependent widower of a deceased woman worker. Husband’s and 
widower’s benefits are equal to 50 and 75 percent, respectively, of the 
primary insurance amount. 

(d) The provisions governing the withholding of benefits because 
of work in covered employment were liberalized. Eligible persons at 
least 75 years of age could receive benefits regardless of the amount 
of their earnings in covered employment. Those under 75 years of age 
might earn as much as $50 a month in covered employment and still 
receive benefits. 

(e) Lump-sum death payments were made available even though 
monthly benefits were payable to survivors for the month in which the 
wage earner died. 

(f) Monthly benefits were made payable retroactively for a period 
up to 6 months prior to the month in which an application was filed 
provided the beneficiary was eligible therefor. 

3. Larger benefits were made payable to future beneficiaries as well 
as to persons on the rolls. 

(a) The maximum amount of annual earnings taxable and creditable 
was raised to $3,600. 

(b) For persons having at least six quarters of coverage after 1950, 
the average monthly wage might be calculated over all years after 
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1936 or after 1950, whichever yielded the larger primary insurance 
amount, except that in the case of such individuals born after 1928, the 
1950 starting date was required. Where the wage earner lacked six 
quarters of coverage after 1950, benefits to future beneficiaries would 
be based on an average monthly wage computed over all years after 
1936. 

(c) For persons whose average monthly wage was calculated on the 
basis of earnings after 1950, the monthly primary insurance amount 
was 50 percent of the first $100 of average monthly wage, plus 15 
percent of the next $200. The minimum primary insurance amount 
ranged from $25 for persons with average monthly wages between 
$35 and $50, down to $20 for persons with average monthly wages 
below $31. 

(d) For persons already on the beneficiary rolls, benefits were 
increased by means of a conversion table contained in the new amend- 
ments. In the cases referred to in subparagraph (6) above, where the 
average monthly wage was computed over all years after 1936, benefits 
would be computed by the old formula, except that no 1-percent 
increment saan be included for years after 1950. The amount so 
computed would then be increased by means of the conversion table. 

(e) Parent’s benefits were increased to 75 percent of the primary 
insurance amount. Child-survivor benefits were increased so as to 
pay to each child the sum of (1) 50 percent of the primary insurance 
amount, and (2) 25 percent of the primary insurance amount, divided 
by the number of child beneficiaries in the family. The amount of 
the lump-sum death payment was changed from 6 times the primary 
insurance benefit to 3 times the primary insurance amount. 

(f) The maximum monthly amount of family benefits payable with 
respect to 1 wage record was the smaller of $150 or 80 percent of the 
average monthly wage, provided that the latter limit would not reduce 
benefits below $40. 

4. The provision which was added to the Social Security Act in 
1943 authorizing appropriations to the trust fund from general reve- 
nues when needed to meet costs was eliminated. 

Social Security Act Amendments of 1952.2—The 1952 amendments 
to the Social Security Act became law July 18, 1952. The important 
changes significant from an actuarial standpoint are presented below: 

1. Larger benefits were made payable to beneficiary families on the 
rolls as well as to virtualy all future beneficiary families. ' 

(a) For persons with an average monthly wage, calculated on the 
basis of earnings after 1950, the monthly primary insurance amount 
was 55 percent of the first $100 of average monthly wage, plus 15 
percent of the next $200. The minimum primary insurance amount 
was made $25 for persons whose average monthly wage was under 
$35, and $26 for persons with average monthly wages from $35 to $47. 

(6) For persons already on the beneficiary rolls whose benefits were 
determined by the conversion table, benefits were increased by the 
use of a new conversion table in which all primary insurance amounts 
in the table of the 1950 law were increased by $5 or 12% percent, 
whichever was larger. This new conversion table would be applicable 
in determining benefits for all future beneficiaries whose average 
monthly wage was computed over all years since 1936. 


2 Certain provisions in these amendments were further changed in subsequent legislation. 
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(c) The maximum monthly amount of family benefits payable with 
respect to one wage record was the smaller of $168.75 or 80 percent 
of the average monthly wage, provided that the latter limit would not 
reduce benefits below $45. 

2. The provision governing the withholding of benefits because of 
work in covered employment was liberalized. The amount which 
te er persons under age 75 might earn in covered employment and 
still receive benefits was increased to $75 a month. 

Social Security Amendments y 1954.2—The 1954 amendments to 
the Social Security Act became law September 1, 1954. The impor- 
a changes significant from an actuarial standpoint are presented 

elow: 

1. Coverage was extended compulsorily to self-employed farm 
operators; certain self-employed professional persons; additional 
farm, domestic, and Federal civilian employees; and some smaller 
groups. Coverage under the program was made possible on a group 
voluntary basis he State and local government employees who are 
members of retirement systems (except policemen and firemen) and 
for employees of foreign subsidiaries of American companies. Minis- 
ters and certain members of religious orders were permitted to partic- 
ipate in the program on the basis of the individual’s irrevocable 
election. 

2. The conditions under which persons may become eligible for 
benefits were liberalized. 

(a) Monthly benefits became payable to certain surviving depend- 
ents of individuals who died after 1939 and before September 1950, 
lacking fully insured status under the law then in effect, but who had 
at least six quarters of coverage. 

(6) Persons who could not meet the requirements of the 1950 
amendments for fully insured status would nevertheless be fully in- 
sured if all quarters elapsing after 1954 and before July 1956 as well 
as all quarters thereafter but before the quarter of death or attainment 
of age 65, whichever is earlier, were quarters of coverage. This transi- 
tional provision, intended principally for newly covered persons, would 
cease to be effective for persons who die or attain age 65 after the 
third quarter of 1958, when the normal requirements become as easy 
or easier to meet. 

(c) Periods of disability (see item 4, below) would not affect insured 
status. 

(d) Monthly benefits were made payable retroactively for a period 
up to 12 months before the month in which an application was filed, 
provided the beneficiary was eligible therefor. 

3. Larger benefits were made payable to future beneficiaries as well 
as to persons on the rolls. 

(a) The maximum amount of annual earnings taxable and creditable 
toward benefits was raised to $4,200. 

(6) In computing the average monthly wage of persons who become 
eligible for retirement benefits or die after August 1954 before becoming 
eligible for retirement benefits, up to 5 years of lowest earnings may 
be dropped in the case of persons with at least 20 quarters of coverage 
and up to 4 years in other cases. This “dropout” computation may 
also be used for persons who were eligible for retirement benefits before 


3 Certain provisions in these amendments were further changed in subsquent legislation. 
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September 1954 and who have at least 6 quarters of coverage after 
June 1953. 

(c) Periods of disability (see item 4, below) would not reduce the 
average monthly wage for the purpose of benefit computation. 

(d) For persons whose average monthly wage is calculated on the 
basis of earnings after 1950 and the “dropout,” the primary insurance 
amount is 55 percent of the first $110 of average monthly wage plus 
20 percent of the next $240. The minimum primary insurance 
amount is $30. 

(e) For persons already on the benefit rolls, and for future bene- 
ficiaries whose benefits are computed through the 1939 or 1952 benefit 
formulas, benefits are increased by use of a revised conversion table 
which provides a guaranteed increase in primary insurance amount of 
at least $5 over the amount computed under the 1952 amendments. 

(f) The minimum benefit for a family containing only 1 survivor 
beneficiary is $30. 

(g) The maximum monthly amount of family benefits payable with 
respect to one wage record is the smaller of $200 or 80 percent of the 
average monthly wage provided that the latter limit may not reduce 
benefits below the larger of $50 or 1% times the primary insurance 
amount. The maximum lump-sum death payment is $255. 

4. Benefit rights of persons regularly covered by the program can 
be “frozen” during periods of prolonged total disability. In order to 
qualify for the “freeze,” an individual must (1) be unable to engage 
in any substantial gainful activity by reason of an illness, injur 
other physical or mental impairment which can be expected to Se of of 
long-continued and indefinite duration or to result in death; or (2) 
the individual must be blind. He must also have at least 6 quarters 
of coverage during the 13-quarter period, and at least 20 quarters of 
coverage during the 40-quarter period, that ends with the quarter in 
which the period of disability begins. If an individual qualifies for a 
disability “freeze” his period of disability will be disregarded in 
determining his insured status and in computing benefits due him or 
his family. 

5. The provisions governing the withholding of benefits because of 
work were changed. 

(a) The retirement test was placed on an annual basis for both 
wages and self-employment income. If an individual's annual earn- 
ings are $1,200 or less, no benefits are withheld. Each $80 (or frac- 
tion thereof) in earnings above $1,200 may result in deduction of 1 
month’s benefits for the individual. Benefits are not withheld for 
any month for which the individual had $80 or less in wages and did 
not engage in substantial self-employment. 

(6) Earnings in noncovered as well as in covered employment are 
to be taken into account in determining if benefits shall be withheld. 

(c) The age at which benefits are payable without regard to earn- 
ings was reduced to 72. 

Social-security amendments in 1956.—A summary of the provisions 
affecting receipts and disbursements of the trust funds appears on 
pages 7-12. 

Coordination of old-age, survivors, and disability insurance and rail- 
road retirement programs.—Public Law 234, approved October 30, 
1951, amended the Railroad Retirement Act to provide a new basis 
of coordinating the railroad retirement program with old-age and 
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survivors insurance. This legislation provides that the railroad wage 
credits of workers who die or retire with less than 10 years of railroad 
employment shall be transferred to the old-age and survivors insurance 
system. These amendments did not affect workers who acquire 10 
years or more of railroad service. That is, the survivors of over-10- 

ear railroad workers wili, as under the 1946 amendments to the 

ailroad Retirement Act, receive benefits under one program or the 
other based on combined wage records, while retirement benefits will 
be payable under both systems to individuals with 10 or more years of 
railroad service who also qualify under old-age and survivors insurance. 

With respect to the allocation of costs between the two systems, 

Public Law 234 required the Railroad Retirement Board and the 
Secretary of Health, Education, and Welfare to— 
determine, no later than January 1, 1954, the amount which would place the 
Federal old-age and survivors insurance trust fund in the same position in which 
it would have been at the close of the fiscal year ending June 30, 1952, if service 
as an employee after December 31, 1936, had been included in the term “‘employ- 
ment” as defined in the Social Security Act and in the Federal Insurance Contri- 
butions Act. 
The two agencies completed a series of joint actuarial studies and 
analyses required by this provision. The results showed that the 
addition of $488 million to the old-age and survivors insurance trust 
fund would place it in the same position as of June 30, 1952, as it 
would have been if railroad employment had always been covered 
under the Social Security Act. 

There is no authority in the law that would have permitted the 
transfer of the $488 million from the railroad retirement account to 
the trust fund, but the legislation provides that beginning with fiscal 
year 1953, and for each fiscal year thereafter, annual interest payments 
on this amount (less any offsets described below) were to be trans- 
ferred from the railroad retirement account to the trust fund. 

The legislation further provides that at the close of fiscal year 1953, 
and each fiscal year thereafter, annual reimbursements are to be 
effected between the railroad retirement account and the trust fund 
in such amounts as would, taking into consideration the amount 
determined for the period through June 30, 1952, place the trust fund 
at the end of the year in the same position in which it would have been 
if railroad employment were covered under the Social Security Act. 
If the reimbursement is from the trust fund to the railroad retirement 
account, the Secretary of Health, Education, and Welfare may offset 
the amount of such reimbursement against the amount determined 
for the period through June 30, 1952. 

The Social Security Amendments of 1956 amended Public Law 234 
to provide for similar annual determinations and financial interchanges 
between the railroad retirement account and the newly created dis- 
ability insurance trust fund, beginning with the fiscal year ending 
June 30, 1958. 

Change in definition of “employee.””-—Public Law 642, approved June 
14, 1948, which amended the definition of the term “employee” as 
used in the Social Security Act, resulted in the exclusion from coverage 
of certain services previously held covered. While the amended defini- 
tion was made retroactive to 1937, certain wage credits established 
under the former definition will remain credited to the individual’s 
account. The law authorizes an appropriation to the trust fund from 
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general revenues equal to the estimated total amount of benefits paid 
and to be paid that would not have been paid had the amended 
definition been in effect beginning in 1937. 

Authorization for construction of office building.—With the passage 
of Public Law 85-67, approved June 29, 1957, Congress has authorized 
expenditure from the trust fund of $31,080,000 for construction of an 
office building and related facilities for the Bureau of Old-Age and 
Survivors Insurance. 


Apprenpix III. Statutory Provistons CrEeaTING THE Trust FuNnps 
AND DEFINING THE DuTiEs or THE Boarp or TRUSTEES 


(Secs. 201 and 218 (e), (h), and (j) of the Social Security Act as 
amended) 


FEDERAL OLD AGE AND SURVIVORS INSURANCE TRUST FUND AND 
FEDERAL DISABILITY INSURANCE TRUST FUND 


Src. 201. (a) There is hereby created on the books of the Treasury 
of the United States a trust fund to be known as the ‘‘Federal Old-Age 
and Survivors Insurance Trust Fund.” The Federal Old-Age and 
Survivors Insurance Trust Fund shall consist of the securities held 
by the Secretary of the Treasury for the Old-Age Reserve Account 
and the amount standing to the credit of the Old-Age Reserve Account 
on the books of the Treasury on January 1, 1940, which securities 
and amount the Secretary of the Treasury is authorized and directed 
to transfer to the Federal Old-Age and Survivors Insurance Trust 
Fund, and, in addition, such amounts as may be appropriated to, or 
deposited in, the Federal Old-Age and Survivors Insurance Trust 
Fund, as hereinafter provided. There is hereby appropriated to the 
Federal Old-Age and Survivors Insurance Trust Fund for the fiscal 
year ending June 30, 1941, and for each fiscal year thereafter, out of 
any moneys in the Treasury not otherwise appropriated, amounts 
equivalent to 100 per centum of— 

(1) the taxes (including interest, penalties, and additions to 
the taxes) received under subchapter A of chapter 9 of the 
Internal Revenue Code of 1939 (and covered into the Treasury) 
which are deposited into the Treasury by collectors of internal 
revenue before January 1, 1951; and 

(2) the taxes certified each month by the Commissioner of 
Internal Revenue as taxes received under subchapter A of chapter 
9 of such Code which are deposited into the Treasury by collectors 
of internal revenue after December 31, 1950, and before January 
1, 1953, with respect to assessments of such taxes made before 
January 1, 1951; and 

(3) the taxes imposed by subchapter A of chapter 9 of such 
Code with respect to wages (as defined in section 1426 of such 
Code), and by chapter 21 of the Internal Revenue Code of 1954 
with respect to wages (as defined in section 3121 of such Code) 
reported to the Commissioner of Internal Revenue pursuant to 
section 1420 (c) of the Internal Revenue Code of 1939 after 
December 31, 1950, or to the Secretary of the Treasury or his 
delegates pursuant to subtitle F of the Internal Revenue Code 
of 1954 after December 31, 1954, as determined by the Secretary 
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of the Treasury by applying the applicable rates of tax under 
such subchapter or chapter 21 to such wages, which wages shall 
be certified by the Secretary of Health, Education, and Welfare 
on the basis of the records of wages established and maintained 
by such Secretary in accordance with such reports, less the 
ne specified in clause (1) of subsection (b) of this section; 
an 
(4) the taxes imposed by subchapter E of chapter 1 of the 
Internal Revenue Code of 1939, with respect to self-employment 
income (as defined in section 481 of such Code), and by chapter 2 
of the Internal Revenue Code of 1954 with respect to self-employ- 
ment income (as defined in section 1402 of such Code) reported 
to the Commissioner of Internal Revenue on tax returns under 
such subchapter or to the Secretary of the Treasury or his 
delegate on tax returns under subtitle F of such Code, as de- 
termined by the Secretary of the Treasury by applying the 
applicable rate of tax under such subchapter or chapter to such 
self-employment income, which self-employment income shall 
be certified by the Secretary of Health, Education, and Welfare 
on the basis of the records of self-employment income estab- 
lished and maintained by the Secretary of Health, Education, 
and Welfare in accordance with such returns, less the amounts 
specified in clause (2) of subsection (b) of this section. 
The amounts appropriated by clauses (3) and (4) shall be transferred 
from time to time from the general fund in the Treasury to the Federal 
Old-Age and Survivors Insurance Trust Fund, and the amounts 
appropriated by clauses (1) and (2) of subsection (b) shall be trans- 
ferred from time to time from the general fund in the Treasury to the 
Federal Disability Insurance Trust Fund, such amounts to be deter- 
mined on the basis of estimates by the Secretary of the Treasury of 
the taxes, specified in clauses (3) and (4) of this subsection, paid to 
or deposited into the Treasury; and proper adjustments shall be made 
in amounts subsequently transferred to the extent prior estimates 
were in excess of or were less than the taxes specified in such clauses 
(3) and (4) of this subsection. 

(b) There is hereby created on the books of the Treasury of the 
United States a trust fund to be known as the “Federal Disability 
Insurance Trust Fund.” The Federal Disability Insurance Trust 
Fund shall consist of such amounts as may be appropriated to, or 
deposited in, such fund as provided in this section. There is hereby 
appropriated to the Federal Disability Insurance Trust Fund for the 
fiscal year ending June 30, 1957, and for each fiscal year thereafter, 
out of any moneys in the Treasury not otherwise appropriated, 
amounts equivalent to 100 per centum of— 

(1) One-half of 1 per centum of the wages (as defined in section 
3121 of the fitecaal Bavecue Code of 1954) paid after December 
31, 1956, and reported to the Secretary of the Treasury or his 
delegate pursuant to subtitle F of the Internal Revenue Code of 
1954, which wages shall be certified by the Secretary of Health, 
Education, and Welfare on the basis of the records of wages 
established and maintained by such Secretary in accordance 
with such reports; and 

(2) Three-eighths of 1 per centum of the amount of self- 
employment income (as defined: in section 1402 of the Internal 
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Revenue Code of 1954) reported to the Secretary of the Treasury 
or his delegate on tax returns under subtitle f of the Internal 
Revenue Code of 1954 for any taxable year beginning after De- 
cember 31, 1956, which self-employment income shall be certified 
by the Secretary of Health, Education, and Welfare on the basis 
of the records of self-employment income established and main- 
tained by the Secretary of Health, Education, and Welfare in 
accordance with such returns. 

(c) With respect to the Federal Old-Age and Survivors Insurance 
Trust Fund and the Federal Disability Insurance Trust Fund (herein- 
after in this title called the ‘“Trust Funds’’) there is hereby created a 
body to be known as the Board of Trustees of the Trust Funds (here- 
inafter in this title called the “Board of Trustees”) which Board of 
Trustees shall be composed of the Secretary of the Treasury, the 
Secretary of Labor, and the Secretary of Health, Education, and Wel- 
fare, all ex officio. The Secretary of the Treasury shall be the 
Managing Trustee of the Board of Trustees (hereinafter in this title 
called the “Managing Trustee”), The Commissioner of Social Security 
shall serve as Secretary of the Board of Trustees. It shall be the duty 
of the Board of Trustees to— 

(1) Hold the Trust Funds; 

(2) Report to the Congress not later than the first day of 
March of each year on the operation and status of the Trust 
Funds during the preceding fiscal year and on their expected 
operation and status during the next ensuing five fiscal years; 

(3) Report immediately to the Congress whenever the Board 
of Trustees is of the opinion that during the ensuing five fiscal 
years either of the Trust Funds will exceed three times the highest 
annual expenditures from such Trust Fund anticipated during 
that five-fiscal-year period, and whenever the Board of Trustees 
is of the opinion that the amount of either of the Trust Funds is 
unduly small; and 

(4) Recommend improvements in administrative procedures 
and policies designed to effectuate the proper coordination of the 
old-age and survivors insurance and Federal-State unemployment 
compensation program. 

The report provided for in paragraph (2) above shall include a state- 
ment of the assets of, and the disbursements made from, the Trust 
Funds during the preceding fiscal year, an estimate of the expected 
future income to, and disbursements to be made from, the Trust Funds 
during each of the next ensuing five fiscal years, and a statement of 
the actuarial status of the Trust Funds. Such report shall be printed 
as a ay document of the session of the Congress to which the report 
is made. 

(d) It shall be the duty of the Managing Trustee to invest such 
portion of the Trust Funds as is not, in his judgment, required to meet 
current withdrawals. Such investments may be made only in interest- 
bearing obligations of the United States or in obligations guaranteed 
as to both principal and interest by the United States. For such 
purpose such obligations may be acquired (1) on original issue ae 
or (2) by purchase of outstanding obligations at the market price. The 
purposes for which obligations of the United States may be issued 
under the Second Liberty Bond Act, as amended, are hereby extended 
to authorize the issuance at par of public-debt obligations for purchase 
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by the Trust Funds. Such obligations issued for purchase by the 
Trust Funds shall have maturities fixed with due regard for the needs 
of the Trust Funds, and bear interest at a rate equal to the average 
rate of interest, computed as to the end of the calendar month next 

receding the date of such issue, borne by all marketable interest- 
aaaine obligations of the United States then forming a part of the 
Public Debt that are not due or callable until after the expiration of 
five years from the date of original issue; except that where such aver- 
age rate is not a multiple of one-eighth of 1 per centum, the rate of 
interest of such obligations shall be the multiple of one-eighth of 1 
per centum nearest such average rate. Such obligations shall be 
issued for purchase by the Trust Funds only if the Managing Trustee 
determines that the purchase in the market of other interest-bearing 
obligations of the United States, or of obligations guaranteed as to 
both principal and interest by the United States on original issue or 
at the market price, is not in the public interest. 

(e) Any obligations acquired by the Trust Funds (except special 
obligations issued exclusively to the Trust Funds) may be sold by 
the Managing Trustee at the market price, and such special obliga- 
tions may be redeemed at par plus accrued interest. 

(f) The interest on, and the proceeds from the sale or redemption 
of, any obligations held in the Federal Old-Age and Survivors In- 
surance Trust Fund and the Federal Disability Insurance Trust 
Fund shall be credited to and form a part of the Federal Old-Age and 
Survivors Insurance Trust Fund and the Disability Insurance Trust 
Fund, respectively. 

(g) (1) The Managing Trustee is directed to pay from the Trust 
Funds into the Treasury the amounts estimated by him and the 
Secretary of Health, Education, and Welfare which will be expended, 
out of moneys appropriated from the general funds in the Treasury, 
during a three-month period by the Department of Health, Education, 
and Welfare and the Treasury Department for the administration of 
titles II and VIII of this Act and subchapter E of chapter 1 and 
subchapter A of chapter 9 of the Internal Revenue Code of 1939, 
and chapters 2 and 21 of the Internal Revenue Code of 1954. Such 
payments shall be covered into the Treasury as repayments to the 
account for reimbursement of expenses incurred in connection with 
the administration of titles I] and VIII of this Act and subchapter E 
of chapter 1 and subchapter A of chapter 9 of the Internal Revenue 
Code of 1939, and chapter 2 and 21 of the Internal Revenue Code of 
1954. There are hereby authorized to be made available for ex- 
penditure, out of either or both of the Trust Funds, such amounts 
as the Congress may deem appropriate to pay the cost of administra- 
tion of this title. After the close of each fiscal year, the Secretary of 
Health, Education, and Welfare shall analyze the cost of administra- 
tion of this title incurred during such fiscal year in order to determine 
the portion of such costs which should have been borne by each of 
the Trust Funds and shall certify to the Managing Trustee the amount, 
if any, which should be transferred from one to the other of such 
Trust Funds in order to insure that each of the Trust Funds has 
borne its proper share of the costs of administration of this title 
incurred during such fiscal year. The Managing Trustee is authorized 
and directed to transfer any such amount from one to the other of 
such Trust Funds in accordance with any certification so made. 
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(2) The Managing Trustee is directed to pay from time to time from 
the Trust Funds into the Treasury the amount estimated by him as 
taxes which are subject to refund under section 6413 (c) of the Internal 
Revenue Code of 1954 with respect to wages (as defined in section 1426 
of the Internal Revenue Code of 1939 and section 3121 of the Internal 
Revenue Code of 1954) paid after December 31, 1950. Such taxes 
shall be determined on the basis of the records of wages established 
and maintained by the Secretary of Health, Education, and Welfare in 
accordance with the wages reported to the Commissioner of Internal 
Revenue pursuant to section 1420 (c) of the Internal Revenue Code 
of 1939 and to the Secretary of the Treasury or his delegate pursuant 
to subtitle F of the Internal Revenue Code of 1954, and the Secretary 
shall furnish the Managing Trustee such information as may be 
required by the Trustee for such purpose. The payments by the 
Managing Trustee shall be covered into the Treasury as repayments 
to the account for refunding internal-revenue collections. Payments 
pursuant to the first sentence of this paragraph shall be made from 
the Federal Old-Age and Survivors Insurance Trust Fund and the 
Federal Disability Insurance Trust Fund in the ratio in which amounts 
were appropriated to such Trust Funds under clause (3) of subsection 
(a) of this section and clause (1) of subsection (b) of this section. 

(3) Repayments made under paragraph (1) or (2) shall not be 
available for expenditures but shall be carried to the surplus fund of 
the Treasury. If it subsequently appears that the estimates under 
either such paragraph in any particular period were too high or too 
low, appropriate adjustments shall be made by the Managing Trustee 
in future payments. 

(h) Benefit payments required to be made under section 223 shall 
be made only from the Federal Disability Insurance Trust Fund. All 
other benefit payments required to be made under this title shall be 
made only from the Federal Old-Age and Survivors Insurance Trust 
Fund. 

PAYMENTS AND REPORTS BY STATES 


Sec. 218. (e) Each agreement under this section shall provide— 

(1) that the State will pay to the Secretary of the Treasury, 
at such time or times as the Secretary of Health, Education, and 
Welfare may by regulations prescribe, amounts equivalent to 
the sum of the taxes which would be imposed by sections 3101 
and 3111 of the Internal Revenue Code of 1954 if the services 
of employees covered by the agreement constituted employment 
as defined in section 3121 of such code; and 

(2) that the State will comply with such regulations relating 
to payments and reports as the Secretary of Health, Education, 
and Welfare may prescribe to carry out the purposes of this 
section. 


DEPOSITS IN TRUST FUNDS; ADJUSTMENTS 


Sec. 218. (h) (1) All amounts received by the Secretary of the 
Treasury under an agreement made pursuant to this section shall be 
deposited in the Trust Funds in the ratio in which amounts are appro- 
priated to such Funds pursuant to subsections (a) (3) and (b) (1) of 
section 201. 


28110—58———-75 
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(2) If more or less than the correct amount due under an agreement 
made pursuant to this section is paid with respect to any payment of 
remuneration, proper adjustments with respect to the amounts due 
under such agreement shall be made, without interest, in such manner 
and at such times as may be prescribed by regulations of the Secretary 
of Health, Education, and Welfare. 

(3) If an overpayment cannot be adjusted under paragraph (2), the 
amount thereof and the time or times it is to be paid shall be certified 
by the Secretary of Health, Education, and Welfare to the Managing 
Trustee, and the Managing Trustee, through the Fiscal Service of the 
Treasury Department and prior to any action thereon by the General 
Accounting Office, shall make payment in accordance with such certi- 
fication. The Managing Trustee shall not be held personally liable 
for any payment or payments made in accordance with a certification 
by the Secretary of Health, Education, and Welfare. 


FAILURE TO MAKE PAYMENTS 


Sec. 218. (j) In case any State does not make, at the time or times 
due, the payments provided for under an agreement pursuant to this 
section, there shall be added, as part of the amounts due, interest at 
the rate of 6 per centum per annum from the date due until paid, and 
the Secretary of Health, Education, and Welfare may, in his discretion, 
deduct such amounts plus interest from any amounts certified by him 
to the Secretary of the Treasury for payment to such State under any 
other provision of this Act. Amounts so deducted shall be deemed to 
have been paid to the State under such other provision of this Act. 
Amounts equal to the amounts deducted under this subsection are 
hereby appropriated to the Trust Funds in the ratio in which amounts 
are deposited in such Funds pursuant to subsection (h) (1). 
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Houses OF REPRESENTATIVES, 
Washington, D. C., July 7, 1958. 
Hon. Witsur D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 

DEAR COLLEAGUE: Enclosed please find three copies of statement of Mr. Fred- 
erick R. Schwertfeger, of Horicon, Wis., concerning amendments to the Social 
Security Act pertaining to adoptive children benefiting under the act. 

It would be greatly appreciated if you would consider this statement during 
your hearings on amendments to the Social Security Act. 

Along with my thanks for your cooperation I send personal greetings. 

Sincerely yours, 
Donaxp E. TEWEs, 
Member of Congress. 


STATEMENT OF FREDERICK R,. SCHWERTFEGER, OF HORICON, WIS., IN SUPPORT OF 
H. R. 3779 anv H. R. 2217 anp ANY SIMILAR BILL WHICH WouULD AMEND THE 
SoctaL SecurITy AcT WITH REGARD TO ADOPTED CHILDREN BENEFITING UNDER 
THE ACT 


A couple took an infant into its home within a few weeks of its birth. As 
time went on, the couple wished to adopt the child but because of the failure of 
various persons to whom this couple entrusted this problem of effecting termi- 
nation of parental rights, the adoption was not effected before the death of the 
husband, which occurred when the child was about 12 years of age. 

After the death of the husband, the parental rights were terminated and the 
widow adopted the child, but of course did not receive social security benefits 
and the widow must now work as a domestic around town in order to support 
the child. 

It would seem to me that if the social security law were amended to permit 
payments in cases where the child has been supported in the home of the parent 
rather than some public agency, for a certain number of years, e. g., 5 years, 
many hardship cases would be relieved. 

If the social security law insists this adoption be effected before the death of 
the wage earner, there will still be many hardships, because there will always be 
technicalities intruding which prevent adoption in particular instances. 


THE ASSEMBLY, 
STATE OF NEW YORK, 
Albany, June 17, 1958. 
COMMITTEE ON WAYS AND MEANS, 
New House Office Building, 
Washington, D. C. 

GENTLEMEN: I heartily endorse legislation whereby social security is made 
available for widows whose husbands died before the social security law went 
into effect. 

At present many old people are suffering from hardship and deprivation be- 
cause the Social Security Act was not in existence at the time their husbands 
passed away. Their husbands had no opportunity to provide this sort of pro- 
tection for them. 

In many instances these older people are either destitute or receiving suste- 
nance from the department of welfare. 

It would be a very humane gesture to enact legislation which would help 
these people. 

Yours truly, 
SAMUEL A, SPIEGEL. 


CITY OF ATLANTA, 
Atlanta, Ga., June 9, 1958. 
Congressman WILBUR D. MILLS, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

My DeEAR CONGRESSMAN Mitts: I request that the following statement in sup- 
port of H. R. 8019, which is now before your committee, be considered in sup- 
port of this resolution, 
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H. R. 8019 proposes to extend the coverage of old-age and survivors insurance 
to include armory drill pay of reservists and National Guard men. At the 
present time deductions are made from active-duty-for-training pay only. This 
is for the 2 weeks in the summer and other short tours. Deductions are not 
made from the pay for weekly drills. 

The total annual active-duty-for-training pay for the average enlisted mem- 
bers of the Reserves or National Guard will be less than $150. The average 
annual pay for armory drills will amount to about three times the active-duty- 
for-training pay. For officers the amounts will be considerably higher. Many 
reservists and guardsmen have no other coverage under the Old-Age and Sur- 
vivors Insurance Act, especially employees of many city and county governments, 
In the city government of Atlanta alone there are approximately 100 employees 
whose only coverage comes from their active-duty-for-training pay in the Na- 
tional Guard and Reserves. Also there are many enlisted members of the civil- 
ian components who are covered in their primary occupations but whose salaries 
are below $350 a month. Enactment of H. R. 8019 would permit increased coy- 
erage for thousands of men throughout the country. 

I have been unable to learn of anyone who opposes the enactment of this 
legislation. Apparently the amendment to the Social Security Act which au- 
thorized deductions from active-duty-for-training pay inadvertently omitted to 
include armory pay. 

I respectfully request favorable consideration of this resolution by the Com- 
mittee on Ways and Means. 

Respectfully submitted. 

Car. T.. SUTHERLAND, 
Major General, USAR 
(Personnel Director, City of Atlanta). 


CHAMBER OF COMMERCE, INC., 
Grand Island, Nebr., July 1, 1958. 
Hon. WiLzBvR D. MILLs, 
House Office Building, Washington, D. C. 


DeaR CONGRESSMAN Mitts: The Grand Island Chamber of Commerce gov- 
ernment-affairs committee recently received a report and recommendation from 
its study group on the expansion of social security. 

The recommendation made by the study group was in the form of a resolution 
to be discussed and either passed on or rejected by the committee. 

Upon passage of the resclution, it was sent to the board of directors for their 
approval or disapproval. 

On June 24 the Grand Island Chamber of Commerce board of directors adopted 
the following resolution: 

“It is resolved, That the Grand Island Chamber of Commerce go on record as 
epposing all legislation expanding or increasing present social-security benefits 
until the Advisory Council on Social Security Financing makes its final report 
to Congress in 1959.” 

The thinking behind this resolution is based on the simple fact that Congress 
established the Advisory Council on Social Security Financing in the amend- 
ments of 1956. The Council should be given the opportunity to complete its 
study and report as to the Jong-run financial status of the program before the 
program is changed again. 

Hopeful of your kind consideration concerning this resolution, I remain, 

Sincerely yours, 
R. L. WILLtrAMSON, Assistant Manager. 


Los ANGELES CHAMBER OF COMMERCE, 
Los Angeles, July 1, 1958. 
Re social-security liberalizations. 
Hon. WiLBur D. MILLS, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear REPRESENTATIVE Mitts: We should appreciate your transmitting to the 

Ways and Means Committee the views of our organization that there should be 
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no added benefits, no extension of coverage, and no broadening of the covered 
tax base in the social-security program. 

The position of the Los Angeles Chamber of Commerce is based on its concern 
over the fundamental defects of the social-security system. While it is called an 
insurance system, social security is not insurance. It is not based on premium 
payments designed to cover anticipated benefit payments, operating costs, and 
sufficient reserves. There is now a deficit between income and outgo. Nothing 
is being accumulated to pay the benefits to present workers, and moneys from 
the trust fund already are being used to pay benefits to individuals currently 
on the social-security rolls. Current legislative attempts to increase benefits 
would not correct this problem but would, instead, serve to aggravate it. 

There is little realization of what the ultimate costs of OASI will be. Under 
the present law, the combined tax on employer-employee will rise from the 
present 4% percent of covered payroll to a minimum of 8% percent in 1975. 
The Forand bill would boost the amount of covered payroll from $4.200 to 
$6,000 and hike the minimum combined payroll tax to 5% percent in 1959, in- 
creasing it to 64% percent in 1961, 7% percent in 1965, 814 percent in 1970, and 
914 percent in 1975, and there are informed opinions to the effect that these 
boosts would be far from adequate. 

In addition to the basic philosophy in opposition to a program of Government- 
controlled medicine, the Los Angeles Chamber of Commerce believes that it 
would be highly undesirable to make any liberalizing changes in the social- 
security System based on the present faulty foundation. Heavier benefit com- 
mitments without adequate tax increases may well prove disastrous. And there 
is a good deal of feeling that the social-security-tax schedule is about as heavy 
as will be accepted by the American worker, when he finally comes to realize 
how large his contributions will have to be and how hazardous are his chances 
of receiving the benefits to which he believes he is contributing. We urge that 
proposals to increase the system’s benefits and costs be rejected. 

In any event, we urge that no move be made to increase benefits, however 
appealing that action may seem to be in an election year, until the new Advisory 
Council which is currently reviewing the status of the OASI trust fund and 
the disability-insurance trust fund in relation to the long-term commitments of 
these programs has had an opportunity to present its views for the consideration 
of the Congress and the citizens of the United States. 

Respectfully submitted. 

Grorce B. Goss, President. 


STATEMENT BY W. EARL MILLER ON BEHALF OF THE NATIONAL RETAIL MERCHANTS 
ASSOCIATION IN REGARD YO THE SocraL SEcuRITY Ac! 


Introduction 

My name is W. Earl Miller. I am vice president of Ed. Schuster & Co., Inc., 
Milwaukee, Wis., and chairman of the social-security committee of the National 
Retail Merchants Association with offices at 100 West 31st Street, New York 1, 
eta 

The National Retail Merchants Association has a membership of over 10,300 
department and specialty stores located in every State in the Union and abroad. 
Its members provide employment for several hundred thousand of our citizens 
and do an annual volume of business in excess of $18 billion. 


Legislation to be considered 

We appreciate the opportunity afforded us to express our views on the Social 
Security Act. 

Your committee now has before it for consideration no less than 400 bills 
designed in one form or another to increase the general level of old-age and 
survivors insurance benefits, provide hospitalization and medical benefits to 
those eligible for social security, liberalize the earnings limitation to social- 
security recipients, reduce the retirement age under the act, and to increase 
social-security taxes, among others. 

The cost of temporary Federal unemployment benefits 

Your committee recently completed action on H. R. 12065, the bill to provide 

temporary additional benefits to unemployed individuals who had exhausted 


their benefits under State unemployment-insurance laws. Over one-half billion 
dollars has been appropriated by Congress to carry out the program. Additional 
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funds will doubtless be required before the temporary Federal assistance pro- 
gram is terminated. These sober facts are stated as an example of the addi- 
tional financial burdens to which the taxpayers have already been committed at 
this session of Congress under the social-security program. 


Status of social-security trust fund 


Although experts may differ as to the timing, it is readily apparent that 
social-security trust funds cannot much longer absorb increased benefits to 
the aged or disabled or substantially increase the number of persons eligible 
for benefits, either by lowering the minimum age requirement or the inclusion 
of hospitalization or medical benefits, without a substantial increase in social- 
security taxes. Under present economic conditions in which Congress and the 
administration are seeking ways and means to relax the Nation’s tax burden to 
spur economic recovery, an increase in social-security taxes at this time is 
unthinkable. We can, therefore, ill-afford to undertake, on the basis of present 
social-security tax rates, any further welfare schemes without further accelerat- 
ing the drain on the social-security trust funds. 


Careful study should be given to any Social Security Act changes 


We are already late in the 2d session of the 85th Congress. The Ways and 
Means Committee must of necessity concern itself with tax problems of immedi- 
ate importance which must be resolved before adjournment of Congress. This 
committee should not seek to consider the vital subject of social security in 
an atmosphere of haste. Much study and evaluation of testimony will be re- 
quired before any meaningful legislation can be proposed. Accordingly, the 
National Retail Merchants Association recommends that no action be taken 
by the committee in respect to any title of the Social Security Act unless and 
until careful study has been given to the proposed amendments and all inter- 
ested parties have been given an opportunity to be heard. 

Sincerely yours, 
W. Ear MILLER, 
Vice President, Ed. Schuster & Co., Inc., and Chairman, Social Security 
Committee, National Retail Merchants Association. 


RETIRED OFFICERS ASSOCIATION, 
Washington, D. C., June 4, 1958. 
Congressman WILBUR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


DEAR Mr. CHAIRMAN: Your recent announcement that hearings on all titles of 
the Social Security Act are scheduled to begin on June 16, 1958, and conclude not 
later than June 27, 1958, indicates that witnesses, in their requests to be heard, 
should indicate the particular bill or bills or the pertinent provision of the 
Social Security Act on which they desire to testify. 

In accordance with the above, the Retired Officers Association, of more than 
34,000 members of the retired groups of 7 services, namely, Army, Navy, Air 
Force, Marine Corps, Coast Guard, Coast and Geodetic Survey, and Public 
Health Service, scattered throughout the United States and abroad, desires to 
present views as to 2 matters, namely: 

(a) Section 224 (@) of the Social Security Act, as amended by Public 
Law 85-109, approved July 17, 1957; and 

(b) H. R. 7408, introduced May 9, 1957, by Mr. Wilson of California, and 
now before your committee. 

Public Law 85-109, referred to above, deprives military personnel, retired for 
physical disability, of any part or even all of the disability benefits to be derived 
from the social-security system, unless the “periodic benefit’ is compensation 
paid to the individual under laws administered by the Veterans’ Administration. 
Because of this provision, many disabled retired officers otherwise qualified to 
receive both benefits, but who do not receive their compensation from the Veter- 
ans’ Administration, but do receive the same from the service from which they 
retired, are deprived of all or part of the social-security payments which are 
offset against other payments. 

We are aware that your committee referred to this matter in House Report 
No. 277, dated March 27, 1957, to accompany H. R. 6191, which House bill re- 
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sulted in the enactment of Public Law 85-109. In that report, your committee 
stated : 

“This offset provision is designed to avoid duplication or unwarranted pyra- 
miding of disability benefits. Your committee believes, however, that the pur- 
pose of veterans’ compensation is such as to justify disregard of that compensa- 
tion in the determination of rights to disability-insurance benefits under the 
social-security program. 

“Your committee believes that persons who are receiving compensation for 
disability incurred or aggravated as a result of service to their country in its 
Armed Forces should not be required to give up all or part of the disability- 
insurance benefits which they may have earned under the contributory social- 
security program.” 

The law, as then prepared and as it now stands on the above matter, appears 
to differentiate between a disability benefit received from the Veterans’ Admin- 
istration and a disability benefit received from a service from which a person 
may be retired. It would appear that military persons suffering from disabili- 
ties are equally entitled to receive a social-security benefit, regardless of whether 
their payments are received from the Veterans’ Administration or received from 
a military service. 

It is desired to point out, in this connection, that the retirement and disability 
benefits accorded to members of the military services have been considered as 
part of their total compensation, and not a gratuity. In other words, such mem- 
bers have been deemed to have earned such benefits by reason of service in the 
military. It is submitted that these benefits, thus earned, should not serve to 
prejudice benefits which would accrue from another separate and distinct sys- 
tem, namely, social security. 

It is earnestly recommended that, in the consideration of revisions of the Social 
Security Act, it be provided that military personnel retired for physical disability, 
as well as veterans receiving disability compensation, are not to be deprived, 
by offset, of part or all of the benefits accruing under the social-security system. 

Addressing ourselves now to H. R. 7408, 85th Congress, a bill to amend section 
217 of the Social Security Act to provide that certain military or naval service not 
now creditable toward benefits under title II of such act, may be counted toward 
such benefits if such service is not used in determining entitlement to, or the 
amount of, military retired pay. 

The wording of H. R. 7408 appears to present the aim whereby any military 
service in excess of 30 years could be counted for social-security purposes. 

The present application of the law results in preventing retired persons from 
applying any period in excess of 30 years for social-security purposes unless the 
30 years of service was fully obtained prior to September 16, 1940, or July 25, 
1947, respectively. Thus, if 1 day beyond either of these periods was necessary 
to compute the 30 years of service of the retired persons, then that person can- 
not use any of the additional service toward qualification for social-security 
benefits. Since no service beyond 30 years can increase the retired person’s pay, 
it seems only fair that the additional time beyond 30 years should be considered 
for social-security benefits. H. R. 7408 seeks to amend the Social Security Act 
to give effect to the above, among other things, and our association desires to 
request your careful consideration and favorable action in connection with this 
matter. 

Both of the above considerations are recommended wholeheartedly by our asso- 
ciation, and your favorable action thereon would be appreciated. 

Sincerely, 
H. A. Houser, 
Rear Admiral, United States Navy (Retired), 
Legislative Representative. 





STATEMENT OF THOMAS STACK, WASHINGTON, D. C., ON AMENDMENTS TO THE 
SocrAL Securtry Act 


My name is Thomas Stack. I reside at 1104 West 104th Place, Chicago, Ill. 
I am president of the National Railroad Pension Forum, Inc., a chartered organi- 
zation, representing one of the largest groups in the field of retirement legislation. 
We are not affiliated with unions or management, although 90 percent of our 
members are also members of the various crafts of the union brotherhood. We 
have in the past appeared before many committees of Congress in support of 
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increased benefits under the Railroad Retirement Act, and we are well known 
by Members of Congress for our activities in this respect. 

I am here in person today, but, in the interest of cooperation and to expedite 
procedure before this committee, I will file a statement, unless the committee 
desires a personal appearance. 

While we are not directly involved with social security, all rail employees 
are reinsured under that act back to the original social security in 1937, when 
the original Social Security Act was created. Amendments to our Railroad 
Retirement Act, as passed by Congress in 1951, which caused integration with 
social security, we have what is called a financial interchange with social security 
every fiscal year, which determines the financial aspects of the integration with 
both systems; for example, on the 30th of this month the financial interchange 
will be completed for the year 1957 and will show that social security will owe 
the railroad retirement account over $100 million from the social-security trust 
fund into the railroad retirement reserve because of such reinsurance. 

In your discussion of social-security increased benefits, we would like to elabo- 
rate on two points; the first is that 80,000 of our beneficiaries are today getting 
no more than social security provides in benefits, which is in accord with law 
governing the guaranty provision of our act, which provides, in substance, that 
a retired rail employee will not receive less than if his railroad earnings were 
creditable under the social-security formula, although during his work with the 
railroads he paid at all times three times more in taxes to support the system 
than his counterpart did in connection with social-security coverage. This fea- 
ture involves many rail employees with less than 10 years, or 120 months, of 
service who have been removed in full to social security for their credits. It 
likewise involves those with low salaries and limited service who, under the rail 
formula for distribution of annuities, would receive less under the rail formula 
than social security provides. This is predicated on the fact that social security 
is based on the average earnings, not in excess of $4,200 per annum, for the 
years since 1951, whereas railroad retirement earnings prior to 1937 are based 
on the prehistoric years of 1924-31, which, of course, tends to reduce the average 
compensation and has no relation with our present economy and should not be 
used. 

Most of our widows and spouses today get their benefits under the social- 
security formula, and that system shoulders the full expense, and, under the 
financial interchange, that system reimburses the railroad retirement for expendi- 
tures caused by this provision. 

You may have bills pending before your committee that propose increasing 
benefits under the Social Security Act, and, if enacted into law, many of our 
people or classes mentioned above wil! receive additional benefits; in fact, many 
more of our retired people will be included in the increased benefits, which is 
very appropriate at this time when our dollars buy so little on the present 
market. 

You may have bills pending on social security which our forum supports, 
reducing the age limitation from 65 years to 60 years. I have reference to 
H. R. 386 and similar bills sponsored by Members of this House on this feature. 
We, too, have many bills pending before the House Interstate Committee and the 
Senate Labor and Public Welfare Committee on this subject. Within our life- 
time we recall the railroads to have over 2 million employees; today, under the 
recession and the mechanization of the carriers with automation in every field 
of railroading we have only a little more than 800,000 employees. The present 
financial condition of the rails all add up in the reduction of help and many 
passenger service applications have been abandoned. New machinery is put in 
where older employees are not considered flexible enough to operate this modern 
machinery, so today we have thousands of our oldsters walking the street unem- 
ployed—unable to find new jobs—too old for employment, and yet too young to 
qualify for benefits under our system which provides retirement at age 65 years. 

While our average of retirement today is 68 years, we have a large group of 
employees who are not qualified to continue work and still are unable to qualify 
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for disability benefits under our act, as the rules on disability are so stringent 
that one has to be a stretcher case to qualify for those benefits. We know from 
experience that many over 60 years find great difficulty in working. Many have 
physical defects that force them to abandon their life’s occupation but have no 
recourse, and many in this class work only a few days each month to maintain 
their jobs and seniority, but this feature alone reduces their retirement benefits 
which are based entirely on their average earnings when they retire. In this 
connection I would refer you to a study made by the University of California 
in 1952 which showed that 79 percent of voluntary retirement was due to poor 
health and not by choice. The remaining 21 percent retired because of age and 
family decisions. I would also refer you to the study conducted by the Social 
Security Administration in 1951, which revealed that 80 percent of the recipients 
of social security benefits had either been forced to retire or had retired for 
health reasons, and only 5 percent retired voluntarily. 

We have today on the rails many with 45 years of service who still have not 
reached the retirement age, yet they have devoted their lives to a skill that is now 
obsolete because of changing techniques. To illustrate this viewpoint I will take 
the Pennsylvania Railway yards at Harrisburg, Pa., which had over 200 switch- 
men employed in humping cars. Now, under a retarder system, this yard is 
is operated by 3 men from towers with automatic switches that replace those 
switchmen, and many of them are today walking the streets, jobless and too 
young to qualify for retirement benefits. 

We have today many economists advising our National Government on the 
trend of recession and the age in which we live, but the fundamental principles 
behind their activities are based on one factor—find jobs for the unemployed. 
It would materially help our economy if the age of retirement was lowered, 
giving our people the freedom of choice according to their individual situations, 
It would permit those little able to carry on a retirement cushion and make way 
for younger employees. Rest assured that no sane employee today would ex- 
change a pay check for a retirement check; but many are unable to carry on 
and would be glad of the opportunity to retire if earlier retirement was granted. 

I implore this committee to hear our plea and give this situation serious 
thought and earnest consideration. ‘Our lives are God’s gift: what we do with 
them is our gift to God.” 

THOMAS STACK. 


Terre Havre, INpD., March 11, 1957. 
Hon. Ceci, M. HARDEN, 
Representative in the Congress of the United States 
from the Sixth District of Indiana, 
House Office Building, Washington, D. C. 


My Dear Mrs. HARDEN: At your request we are pleased to present herewith 
exhibits I and II of the accountant’s report setting forth a fairly comprehensive 
analysis of the effects of your bill, H. R. 4613, and it’s companion piece, Senator 
Capehart’s bill S. 1210. 

We extend to you and to Senator Capehart our sincere appreciation for spon- 
soring one of the most constructive tax reform bills to come before Congress, 
and to Senator William E, Jenner, the Indiana member of the Senate Finance 
Committee for his valuable cooperation. 

Your zeal for “simplicity,” your suggestion that OASI envision full self-sup- 
port by the time the first age cycle is completed, and that men and women in the 
upper age brackets be encouraged to be self-supporting by removing the present 
indirect penalty upon “earned income” over $1,200 is modern-day statesmanship 
that we hope is exponential of constructive tax reforms ahead of us. 

Thank you and Senator Capehart and Senator Jenner. 

Very truly yours, 
Curtis H. HILrey, 
“Banks of the Wabash” Citizen’s Committee for 
Constructive Bi-Partisan Tax Reforms. 
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Exursit I.—An accountant’s analysis of H. R. 4613 and S. 1210 


Monthly OASI benefits Excess annual earned income over $1200 
Less than $80 $80 $160 $240 $320 $400 $480 $560 $640 $720 $800 $880 $960 
In the amount of $80 80 160 240 320 400 480 560 640 720 800 880 960 


85 80 165 250 335 420 505 590 675 760 845 930 1015 
90 80 170 260 350 440 530 620 710 800 890 980 1070 
95 80 175 270 365 460 555 650 745 840 935 1030 1125 
100 80 180 280 380 480 580 680 780 880 980 1080 1180 


105 80 185 290 395 500 605 710 815 920 1025 1130 1235 
110 80 190 300 410 520 630 740 850 960 1070 1180 1290 
115 80 195 310 425 540 655 770 885 1000 1115 1230 1345 
120 80 200 320 440 560 680 800 920 1040 1160 1280 1400 
125 80 205 330 455 580 705 830 955 1080 1205 1330 1455 


130 80 210 340 470 600 730 860 990 1120 1250 1380 1510 
135 80 215 350 485 620 755 890 1025 1160 1295 1430 1565 
140 80 220 360 500 640 780 920 1060 1200 1340 1480 1620 
145 80 225 370 515 660 805 950 1095 1240 1385 1530 1675 
150 80 230 380 530 680 830 980 1130 1280 1430 1580 1730 


155 80 235 390 545 700 855 1010 1165 1320 1475 1630 1785 
160 80 240 400 560 720 880 1040 1200 1360 1520 1680 1840 
165 80 245 410 575 740 905 1070 1235 1400 1565 1730 1895 
170 80 250 420 590 769 930 1100 1270 1440 1610 1780 1950 
175 80 255 430 605 780 955 1130 1305 1480 1655 1830 2005 


180 80 260 440 620 800 980 1160 1340 1520 1700 1880 2060 
185 80 265 450 635 820 1005 1199 1375 1560 1745 1930 2115 
190 80 270 460 650 840 1030 1220 1410 1600 1790 1980 2170 
195 80 275 470 665 860 1055 1250 1445 1640 1835 2030 2225 
200 80 280 480 680 880 1080 1280 1480 1680 1880 2080 2280 


Number of months of OASI benefits eliminated when net earned income in excess of $1200 amounts to as 
much as set out in the relative columns above: 


1 2 3 4 5 6 7 8 9 10 11 12 


Nore.—Prepared especially for the Honorable Cecil M. Harden, Representative in Congress from the 
Sixth District of Indiana, the Honorable Homer E. Capehart, Senator from Indiana, the authors respectively 


Committee on Finance. 


ILLUSTRATION 


H earns $1,500 in covered employment, or $300 in excess of $1,200; H and W 
are entitled to OASI benefits of $162.80 per month, which falls between the OASI 
benefits lines of $160 and $165 in the above table; on OASI benefits of $160 per 
month earned income in excess of $1,200 amounting to less than $400 eliminates 
2 months of benefits, and on OASI benefits of $165 per month an excess less 
than $410 would eliminate 2 months of benefits, so that 2 months’ benefits are 
eliminated. 

By the same process of interpolation, H has no wife and has qualified for 
benefits of $108.50 per month, so would lose 7 months’ benefits if he had earned 
income of $2,000. A precise calculation would have to be made only if his excess 
earnings should fall between $815 and $850,,and regulations could be set up under 
H. R. 4613 and 8S. 1210 to permit use of the next higher line bracket for adminis- 
trative convenience, similar to the optional table in the Internal Revenue Code. 
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Pxu sit Il.—An accountant’s analysis of H. R. 4613 and S. 1210 
































| Present law Harden bill, H. R. 4613 

Number of months aM ae pierre y 
excluded Earned income | 

| OASI Together | OAST | Together 

| benefits benefits 
Bs delaras anne ihn icsih Lae cna lian cin shane a cnc ha tata ics 

\$1, 200. 00 $1, 953. 60 |$3, 153. 60 | $1, 953. 60 |$3, 153. 60 a 
s. | 1, 200.01 |$1, 280.00 | 1,790.80 | 2,990. 81 |$3, 070. 80 } hoeeae . - 
Sa | 1,200.00 | 1, 279. 99 , es | 1,953.60 | 3,153.60 | $3, 233. 59 
Bone | 1, 280. 01 | 1,360.00 | 1,628.00 | 2,908.01 | 2,988.00 |..____- sansa ae Sn 
a. 1, 360.01 | 1,440.00 | 1,465.20 | 2,825.21 | 2,905. 20 : | 3 a 
Reis. | 1,280.00 | 1, 442.79 1, 790. 80 | 3,070.80 | 3, 233. 59 
Doss | 1,440.01 | 1,520.00 | 1,302.40 | 2,742.41 | 2,822.40 = swig Sa |. boty 
5. | 1,520.01 | 1,600.00 | 1,139.60 | 2,659.61 | 2,739.60 |..-..____.|._____. Se 
| | 1,442.80 | 1,605. 59 ats os | 1,628.00 | 3,070. 80 3, 233. 59 
Gaines satis onees ..| 1,600.01 | 1, 680. 00 C76: | SF GGGe } BO OO f. 5: i eh ae 
Em ER, G24 GD } FT, GORGE 1 BOR OB fads ncn c he nesses cc chéss chee 
Pc cwwd bees data wis alist a I OE Be: tlh ec aa .-------| 1, 465.20 | 3,070. 80 3, 233. 59 
Dis cecunenunknwawtusca] Ge eee 651.20 | 2,411.21 | 2,491.20 |_. abe ulbig ites aaa lene 
iikeddkao one 1, 840.01 | 1, 920.00 488.40 | 2,328.41 | 2,408.40 |_.....___- Sa tavee llieeiade ie 
Bae alike | 2 OO dca Lac sls ena 1, 302. 40 | 3,070.80 | 3, 233. 50 
ae ines --| 1,920.01 | 2,000.00 325. 60 | 2, 245. 61 2, 325. 60 |... ilintahapeiemiiicehi apse hihdae 
Dir bbvsvbewaqwied one | 2,000.01 | 2, 080. 00 162. 80 | 2,162.81 | 2,242.80 |__-- aut] socsecs ced] unatingtes 
Bs anve acy oie cw mcs ol! Gr eee Re Ee taicncebodn, OE Ee, SRE | 1,139.60 | 3,070. 80 3, 233. 59 
12 and up-_-- 2, 080.01 | 2,256. 79 ...| 2,080.01 | 2, 256. 79 Indneenn beneath ake dine 
pT 2,004.00 | 2.966. 70 |.........-|....._-.2:]-.-..-....] S760 | SOMOS) Sa ee 
es ee | Oe) 3,CUR G8 fo. ail 
| TR aes ee re ee a See Mi CS. 5 x cdienlds cdé bile tebe abiewiens 814.00 | 3,070.80 | 3,233. 59 
ici qshene wn > ie eaten iB 651. 20 | 3,070. 80 3, 233, 59 
De whecseaatices 52) a RCE 0 OR TREE cc ccidn cas lonkgawppnaiaesa anaes 488. 40 | 3,070. 80 3, 233. 59 
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1 Actual earned income, no OASI benefits. 


NOTES—-EXHIBIT II 


This analysis sheet illustrates how the Harden bill stabilizes earned income up 
to $1,200 and OASI benefits at approximately the combined amount thereof. 
It also contrasts the relative amounts of the combined earned income and OASI 
benefits of husband and wife who qualify for $162.80 per month which declines 
very abruptly as earned income rises under the present law. 

For example, 2 months OASI benefits are lost on earned income of $1,360 
and the combined amount of earned income and OASI benefits is $2,988 but 
10 months benefits are lost on earned income of $2,000 and the combined amount 
of earned income and OASI benefits is only $2,325.60. Under the Harden bill 
the benefits lost on the same earned income would be 1 month and 5 months, 
respectively, and the (interpolated) combined amounts of earned income and 
OASI benefits would be $3,150.80 and $3,139.60, respectively. 

Where there is other income of dividents, etc., the contrast is much more 
apparent. For instance, husband and wife with dividend income, etc., of $3,000, 
earned income of $1,200 and OAST benefits of $1,953.60 have a net income after 
Federal income tax and self-employment tax of $5,837.10, but if they should add 
$1,200 to their earned income they would lose the entire $1,200 and $1,009.10 
more—their net income after Federal income tax and self-employment tax would 
be only $4,828. 


(The following material was filed with the committee :) 


“BANKS OF THE WABASH” CITIZENS’ COMMITTEE FOR CONSTRUCTIVE BIPARTISAN 
Tax REFORMS 


TERRE HAUTE, IND. 
TAx BULLETIN No. 44 (INTRODUCTION ) 


H. R. 4613 and 8S. 1210, identical with the appended suggested amendment to 
the work clause of the Social Security Act, section 203 (e) (2), died with the 
adjournment of the 1st session of the 85th Congress. They will be introduced 
in the second session and the very nature of these bills should assure prompt con- 
sideration and action. 


wees 
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The amendment is identical with the present “work clause” of the English 
Social Security Act, of which the American version creates the ridiculous situa- 
tion that any man between the ages of 65 and 72 loses everything he makes 
above $1,200 earned income and below twice that amount plus a substantial 
punitive subsidy increasing proportionately to his prior years’ thrift as set 
forth in detail in paragraphs E.1 through E.15 of Tax Bulletin No. 44. 

Tax Bulletin No, 44 attempts to place in proper perspective a considerable 
number of constructive tax reforms including those which are urgent and should 
have immediate attention, and those which must be referred to a time when 
“defense spending’ may be substantially reduced, or when other economies— 
e. g., cutting down Government doles and giveaway—might make some of these 
deferred reforms possible. 

Included in the deferred reforms are the elimination or substantial appease- 
ment of the evils of progressive rate taxation; of the double taxation of divi- 
dends ; of government intervention in business and personal financial operations. 
An eventual return to the gold standard and sound money should be read between 
the lines. 

Tax Bulletin No. 44 brings to the fore in paragraphs A.7, A.8, and A.11 the 
desirability of immediate action on A.7—tax-deduction allowance to partner- 
ships and individual businesses for a reasonable provision for retirement as rep- 
resented in the Jenkins-Keogh bills, H. R. 9 and H. R. 10; prompt consideration 
of A.8—a reasonable deduction for debt retirement for small business as well as 
individuals; a very repentant attitude toward A.11—the elimination of the pres- 
ent penalty upon investment capital in section 72 of the new code which taxes 
annuities of every kind without any possible tax benefit where the investor does 
not recover all of his investment and where he has been taxed on income that is 
a mere fiction. Section 72 definitely gives the lie to the term “income tax” 
where it actually is a confiscation of capital in so many instances where the an- 
nuity “investment” is not recovered and no income can possibly be attributed 
thereto. 

Finally, the weight of Tax Bulletin No. 44 is pitched to the relief of the con- 
fiscation of capital in the low brackets in the suggested amendment to the In- 
ternal Revenue Code, section 1 (e), and identified in paragraphs A.3 supported 
by paragraphs B.3 through B.7 and by case studies 1, 2, 3, and 4 appended to 
Tax Bulletin No. 44. 

Mr. Colin F. Stam, chief of the technical staff of the Joint Committee on In- 
ternal Revenue Taxation, has reported already at some length on this suggested 
amendment in his letter of December 11, 1956, addressed to Senator Byrd. He 
raises the question “whether it is desirable to reduce taxes in such a way that 
benefits only are provided at the lower end of the income scale” and he avers, 
quite correctly, that this is a “matter of congressional policy.” He objects that 
the “proposal of a high marginal tax rate to make up the saving in the exemp- 
tion is similar to the device used in the corporate tax prior to 1950,” which 
“was very unpopular and abandoned because of its repressive effects on com- 
panies that were attempting to grow from the status of little companies to larger 
companies.” Here I do not think Mr. Stam is correct, or that he has made a 
fair or even a logical comparison. 

It is far cry to imagine that Mr. A, a married man, who has suffered severe 
losses and his taxable income has dropped from $12,000 to $1,000 and his income 
tax from $2,720 to $200, would object to forgiveness of the income tax of $200 
with any thought of forbearance to get back to $12,000 taxable income and 
$2,720 income tax. Or can you imagine Mr. B, who is struggling under great 
odds to establish a retail store and is financing his family out of savings for all 
personal expenditures in excess of taxable income of $1,000 less income tax of 
$200—would he be discouraged from arduous efforts to achieve taxable income 
of $12,000 and income tax of $2,720 simply because of the forgiveness of $200 
income tax? 

The proposed tentative exemption from tax of $1,000 taxable income in tax- 
able income brackets from less than $1,000 upward only to $2,500 is the counter- 
part of the alternative tax on capital gains—a very desirable “relief measure 
to protect speculative investment. But it has other desirable qualities not in- 
herent in the capital gains alternate tax, chiefly the partial relief of frustra- 
tion, which is a growing disease in our capitalist society in inflationary cycles. 
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Admittedly, this is a matter of congressional policy probably not in line with 
present congressional thinking as deduced from ali the pet projects of interven- 
tion, and the more menacing giveaway handouts that trend toward more in- 
flation and the welfare state—the very concepts of communism—without any an- 
chorage in any of the three basic principles (1) of protection of earned income, 
(2) protection of speculative and investment capital, and (3) the avoidance of 
confiscation of capital under the sardonic guise of income tax. 


Curtis H. WILLEyY, 
The Accountant. 


A bill to eliminate impediments and road blocks to progress through thrift and 
initiative of American citizens over 65 years of age by amending section 203 of 
the Social Security Act as amended in 1954 to eliminate paragraph (e) (2) there- 
of and to substitute therefor the following: 

Sec. 203. (e) (2). If an individual's earnings for a taxable year of twelve 
months are in excess of $1,200 the total benefits payable by reason of such 
individual’s qualification for old-age benefits under this Act shall be reduced 
by any such earnings in excess of $1,200 prorated to benefits payable to such 
individual and to his wife and to any dependents in the amount proportionate to 
their respective benefits before any such charge is made thereto, and these reduc- 
tions shall be applied as follows: 

(a) to the last month in the taxable year for which benefits would other- 
wise be payable the entire amount of earnings in excess of $1,200 not in excess 
of the amount of total benefits payable for that month, and no benefits shall 
be payable for that month ; 

(b) to each previous month in the taxable year in reverse order, any re- 
maining excess of earnings over $1,200 shall be charged against total benefits 
otherwise payable under this Act to the extent thereof and to the extent to 
which such charging is not prohibited by paragraph (c) of this section until 
all such earnings in excess of $1,200 shall have been charged in reduction 
of total benefits payable, and to the extent of the total amount thereof for 
the entire taxable year: and no benefits shall be payable for any month to 
which any part of such excess earnings shall have been charged under this 
paragraph ; 

(c) notwithstanding the preceding provisions in paragraph (a) and (b), 
the amounts of such earnings in excess of $1,200 shall not be chargeable 
against any month in an amount less than $80 thereof and in any case where 
the total benefits payable by reason of any individual’s qualification for 
old-age benefits under this Act are less than $80 per month none of the 
monthly benefits payable during the taxable year shall be reduced by reason 
of the deficiency of benefits for any month to cover the minimum charge of 
$80 per month of excess earnings over $1,200; and 

(d) no part of the excess earnings of a widow or widower shall be charged 
against any child’s insurance benefits payable under section 202 paragraph 
(d) of this Act; no part of the excess referred to in such provisions shall be 
charged to any month (A) for which the individual whose earnings are 
involved was not entitled to benefits under this title; (B) in which an event 
described in paragraph (2), (3), (4), or (5) of subsection (b) occurred; 
(C) in which such individual was age seventy-two years or over, or (D) in 
which such individual did not engage in self-employment and did not render 
services for wages (determined as provided in par. (4) of this subsection) 
of more than $80. 

Nore.—This correction in the proposed amendment to section 203 made to 
conform the proposed amendment to the criticism of Mr. Stam has the further 
happy result of not casting out the benefits of any individual regardless of the 
amount thereof where that portion of the excess earnings over $1,200 is less 
than $80. 

Exuisit A 


Coutp Tus BE A TRUE StToRY? 


Mrs. Worthington has operated a small variety store quite successfully for a 
long period of years. Her husband has been incapacitated many years by a heart 
ailment; prior to that time he also operated a small store. 
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They recently qualified for Federal old-age benefits through Mrs. Worthington 
of $96.10 for her and $48.10 for her husband; total, $144.20 per month. 

During the year the self-employment income of the variety store amounted to 
$2,160, disqualifying all old-age benefits. 

The accountant received $120 for his services in checking the books and pre- 
paring the Federal and State tax returns. He hit upon a wise plan: “Pay me 
$1,080 for my services. A bonus of $960 after all these years is only fair.” 

The result: 


Mrs. Worthington received old-age benefits of__.__-_______________ $1, 153. 00 





Mr. Worthington received old-age benefits of __._._._.-___-_-_________ 577. 20 
Together they received old-age benefits of__..._._______________ 1, 730. 40 
Mrs. Worthington paid the accountant his bonus of__..___.__________- é 960. 00 
The Worthingtons profited by the deal___________________-____ 770. 40 


Under the proposed amendment to section 203 of the Social Security Act as 
amended in 1954 the Federal old-age benefits would be determined as follows: 


Amount of self-employment income_________._-_-______________. ___ $2, 160. 00 
I 4 $960. 00 
Number of months displaced thereby at $144.20 per month_________~- 3 
Federal old-age benefits to be paid: 5 months, at $144.20 per month___ $721.00 
The Social Security Administration would save the difference between 

I NO a ad ad dah tea cnc vnbasio errant wei _. $1, 009. 40 
Te apeeuncans woud 1000 Ris DONS Of... nn ce $960. 00 


E. ONE Serrous Error (INEQUITY) IN THE SOCIAL SECURITY ACT 
MAY BE EASILY RECTIFIED 


E.1. Social security in the form of old-age and survivors insurance, unemploy- 
ment compensation, State assistance for relief of indigents, etc., has gained much 
in favor from those who were opposed to its 20 years ago. The substantial 
changes in OASI during these 20 years have been, by and large, constructive im- 
provements geared to inflationary conditions and popular demands, 

E.2. But popular demands, if given effect in some of the proposed legislation, 
will create more damage than the favor political ineptitude seeks to gain. The 
burden of payroll taxation to meet the present commitments is a formidable 
hazard, particularly for the approaching time of deflation and of an economy not 
fortified with defense spending. It is the occasion for the enemies of OASI to 
predict the failure of social security. Their prophecy “you'll never get it” could 
become a truism under the combination of circumstances just recited. 

).3. It is urgent, therefore, that brakes be forced on further extensions of 
social security for full support and at earlier ages. Few men are incapacitated 
at age 65, and it is a reasonable assumption that even now social security starts 
too young. 

E.4. Social security should never extend beyond deficit financing, and of course 
it should be increased as earned income is decreased. But social security in any 
form should never displace earned income in a greater amount than the earned 
income it displaces. Unemployment insurance is geared to a percentage of in- 
come; old-age and survivorship insurance is based on average monthly income. 

E.5. But it was obviously an oversight when section 203 (e) (2) was added to 
the law to close the difference in treatment of benefits to the self-employed and 
benefits to employees that the fixed and arbitrary amount of $80 over $1,200 was 
inserted to displace 1 month’s OASI benefits. 

E.6. It is urged to require earned income in the amount of the total OASI bene- 
fits for 1 month and in no case less than $80 to displace 1 month’s benefits. This 
simple change would stabilize combined annual earned income with social- 
security benefits between the ages of 65 and 72 at the precise amount of social- 
security benefits (including wife and dependents, if any) plus $1,200 or the earned 
income if less than $1,200. 
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E.6. * * * than $1,200. 

E.7. The objectionable feature of section 203 (e) (2) at present is the penalty 
upon earned income, which should never be tolerated in any law of the land. 
Furthermore, old-age and survivorship insurance (with the disability insurance 
added in 1956) should never degenerate into the dole; it should ever remain and 
always be considered deficit financing. 

K.8. The American principle of thrift and incentive to productive activity to 
the extent God gives us productive ability must continue to be the prime mover 
for economic progress, and social security should never go beyond bolstering 
those limitations of productive ability when the powers of production begin to 
fail; it must never be an invitation to quit. 

E.9. Under the present law if Mr. A, a frugal man who builds a business pro- 
ducing an annual income for him of $15,000 is obliged to go slow due to a physical 
ailment after he reaches 65, and he has independent income from his investments 
of $3,000 and his earned income declines to $2,400 his taxable income is $2,460 if 
his wife is over 65 and he takes the standard deduction. Then his Federal 
income tax is $492, leaving him a net after taxes $4,908. 

£.10. But under the present law if Mr. A should reduce his earned income to 
$1,200 then he would qualify for OASI in the full amount of $1,953.60; his com- 
bined income would be $6,153.60, his taxable income only $1,380, and his Federal 
income tax would be $276 and his net income after tax would be $5,877.60. 

E£.11. Therefore, by earning $1,200 additional from productive efforts, Mr. A 
loses the $1,200 plus $969.60, a total loss for his extra industry of $2.169.60. 

£.12. Factually, any resourceful man would find ways and means of charging 
the $2,400 self-employment income with legitimate (?) expenses of $1,200 to 
save $969.60, and the felony of the Government tax in penalizing earned income 
is compounded by a misdeameanor (7?) of a padded (7?) income account. 

1.13. Under the suggested amendment there would be some slight additional 
income tax for Mr. A, to pay on $2,400 earned income as compared with $1,200 
earned income when added to his $3,000 investment income, but nobody could re- 
sent that and the American spirit would persuade him to maximum production 
with a fair tax. The result would be: $2,400 earned income, $3,000 investment 
income, and $814 OASI (see E.15, below); total $6,214. Taxable income is 
$2,460 and Federal income tax is $492 and his net income after tax is $5,722. 

P.14. Under the amendment Mr. A. would conserve his full earned income of 
$2,400 and he would have net income after Federal income tax of $814 more 
than the present law would permit him without resort to questionable (?) meth- 
ods to defeat an unjust law; but the United States Government would be ahead 
$1,139.60 in reduced OASI benefits paid out and $216 in increased Federal in- 
come taxes as compared with Mr. A’s legitimate (?) padded (?) income-tax re- 
turn with fictitious (?) earned income of $1,200; and much more than that the 
United States Government would have gained the respect and approval, not only 
of Mr. A, but of millions of American taxpayers who are paying Mr. A’s OASI 
benefits along with all the other tax bills passed back to them by the Govern- 
ment. 

E.15. Under the amendment the OASI benefits are determined as follows: 


Total amount qualified, $162.80 per month__---___-----------_---~-- $1, 953. 60 
Amount thereof disqualified through earned income over 
Ba i nenontdtisin eebecubintinetam opens IE APE NEA BE RIES FS $1, 200 
Number of months disqualified ($1,200 divided by $162.80) ____ 7 
Amonit’ disqualified, TXGRGE O06. c-cd 1, 139. 60 
Tetet nla eebe ci, Ln inl hae ee a eteers 814. 00 


Under the present law even 1 cent of earned income will cancel out 1 full 
month’s OASI benefits; under the amendment earned income less than $80 would 
not be counted against OASIT benefits. 

BANKS OF THE WABASH CITIZENS’ COMMITTEE FOR 
CONSTRUCTIVE BI-PARTISAN TAx REFORMS, 
By Curtis H. Wirey, C. P. A., Accountant. 
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AMERICAN HosprTtaL Suppiy Corp., 
Evanston, Ill., June 19, 1958. 
Re social security legislation. 


Wusur D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Dear Mr. Mrits: In our honest opinion we don’t think either the employee 
or the employer should, at this time, become involved in higher costs to cover 
increased benefits under our present social-security legislation. 

Less than a week ago great publicity through the press was given to the 
one-hundred-seventy-five-thousand-odd business concerns who for one reason or 
another, right or wrong, are delinquent either on social-security payments or 
withholding, or both. Those figures that were made public at that time were 
startling and alarming, and likewise, indicate our Government’s inability to 
cope with this situation. 

The social-security benefits that are now available to all qualified persons 
are at an all-time high, and we are advised through general statistics that we 
probably are entering upon a Series of deficits betwen what we collect to pay 
these benefits and what we pay out. If that even be reasonably correct, that 
in itself is a danger signal of sufficient magnitude to ovr legislators to stop, 
look, and listen before passing on both to the employee and the employer addi- 
tional costs to maintain higher benefits. 

Most certainly the legislators can, if they wish, further increase the benefits 
without increasing the income, but were they to do that, knowing what the 
present balances are, it would then be purely for political and not businesslike 
reasons. 

There will always be a certain number of indigents and old folks and others 
who will put pressure on their legislators for increasingly larger benefits. On 
the other hand, I’m just as confident that the great mass of our people who 
are or will ultimately be receiving social-security benefits are not putting these 
pressures on our legislators. 

No legislation should be enacted in a hurry simply because some minority 
groups are putting a great deal of pressure on our legislative bodies. This, I 
think, is exactly what’s happening at this time and therefore the chief purpose 
of this letter is to ask you, as one of our most important legislators, to weigh 
all angles of this matter thoroughly, and in the event there isn’t time to do 
this, to then table this legislation in spite of any pressures, be they political, busi- 
ness, or otherwise, that may be unduly pressing at this time. 

With the facts at our disposal and the many more facts at your disposal, 
we earnestly ask you under no consideration at this time to increase these social- 
security benefits. 

Sincerely yours, 
L. E. Stevens, Senior Vice President. 


STATEMENT OF FERN M. CoLBorN, SECRETARY, SocraL EDUCATION AND ACTION, 
NATIONAL FEDERATION OF SETTLEMENTS AND NEIGHBORHOOD CENTERS, ON AMEND- 
MENTS TO THE SocraL SEcuRITY ACT 


The National Federation of Settlements and Neighborhood Centers supports 
the extension and improvement of social security. The following action was 
taken at the annual meeting on May 10, 1958, in Chicago, Il. 

“The National Federation of Settlements and Neighborhood Centers therefore 
recommends— 

“1. That the old-age, survivors, and disability insurance programs be 
strengthened by— 

“(a) Making payments more adequate ; 

“(b) Increasing the amount of earnings which can be credited toward 
benefits to keep in line with current trends ; 

“(c) Providing benefits for disabled insured persons of any age and 
their dependents ; 

“(d) Extending coverage to earners still excluded ; 

“(e) Further extending the base pay covered. 

“2. That hospitalization costs for beneficiaries of old age, survivors, and 
disability insurance be covered through the insurance program. 
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“3. That Federal funds be made available for the training of old-age, sur- 
vivors, and disability insurance staff so that sufficient personnel with proper 
backgrounds is available. Enough qualified personnel is essential to the effec- 
tive administration of the program. 

“4, That the self-sustaining insurance principles of our social-security program 
continue to pay for increased benefits.” 

The National Federation of Settlements and Neighborhood Centers therefore 
asks that legislation along the lines indicated above be reported by your com- 
mittee for House action this session. 


STATEMENT OF REUBEN J. GorDON, CHANCELLOR-ATTORNEY OF THE CHILEAN 
EMBASSY 


My name is Reuben J. Gordon, I live at 6109 Lombard Street, Cheverly, Md. 
I am employed as chancellor-attorney of the Chilean Embassy in Washington, 
D.C. I have been so employed for the past 32 years. I am an American citizen, 
born in Philadelphia in 1899. I represent no one but myself since I have practi- 
cally no contact with employees of other embassies, and there is no organization 
of such employees except one of the social secretaries of diplomatic missions in 
Washington. However, I speak with respect to the situation that confronts all 
such employees, even though I am not authorized to speak in their name. 

There are almost 400 American citizens employed by foreign diplomatic mis- 
sions in Washington, all of whom are entirely excluded from the benefits of social 
security of their own coyntry, and do not qualify under the social-security legisla- 
tion of the countries employing them. In addition, there are about an equal 
number of alien residents in the same situation, that is, aliens who have entered 
the United States as immigrants for permanent residence. 

All of these people are obliged to pay income and all other taxes, and are subject 
to all other duties of American citizens or resident aliens, as the case may be; 
but they do not enjoy the privilege of social security; they are not permitted 
to do so under existing legislation. 

I have been told that there is opposition to covering us in under the social 
legislation as is proposed in H. R. 1159 and that the administrators of social 
security believe that the Department of State should seek to negotiate bilateral 
agreements with the various countries involved. 

However, I feel that this is impracticable and, very likely, impossible. I 
should not like to depend upon it. There are now two American citizens working 
at the Chilean Embassy, and recently another person has been employed who has 
a permanent residence status. It is too much to expect that Chile would be 
interested in negotiating a formal agreement, or treaty, for the benefit of 2 or 3 
people, and it would require the approval of the Chilean Congress, also. This 
method is too cumbersome, laborious, and slow, and in practice would prove 
impossible. In general, the average number employed at the different embassies 
in Washington is not sufficient to justify this highly formalistic method of 
treaty negotiation to accomplish something of such little importance to the 
nations involved. 

It has been objected, also, that since we have a certain diplomatic immunity, 
we could not be obliged to pay the contributions required under the social- 
security laws. But that has not proved valid with respect to the income tax: 
it is levied against us, and we pay it. I feel sure there would be no difficulty 
in collecting the social-security contributions. We beg the right to pay it. We 
much prefer it to the income tax. The same compulsions that are effective in 
obliging payment of the income tax would apply in the case of the social-security 
contributions, with additional force since it is something we recognize as imme- 
diately and intimately advantageous. 

Furthermore, I feel that I, and others in my situation, should have the privilege 
of social security under the laws of the United States; that we should not be 
dependent upon the negotiation of treaty with another country, no matter how 
enlightened and willing such other country might be. 

Now, I am not a technician in social security, and I do not know whether this 
bill, H. R. 1159, is the best that might be written for the purpose sought. I 
accept it as it is because it seems to put me on an equal footing with other 
citizens of the United States by including me among those benefiting on the 
same terms and conditions as everyone else in the same category. Therefore, 


28110-—-58S——76 
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I pray you to pass this bill, and do it at this session of the Congress, because 
many of us wili be too old to benefit by it, if there is continued delay and post- 
ponement from year to year. 


New York, N. Y., June 10, 1958. 
Hon. EvGene J. Keoeu, 
Member of the Ways and Means Committee, 
House Office Building, Washington, D. C. 

HONORABLE and Dear Sir: I received from you with sincere thanks a copy of 
the press release dated May 29, 1958, advising of the impending public hearings 
to be held before your honorable Ways and Means Committee on all titles of the 
Social Security Act, and inviting those interested in this matter to appear in 
person, or to submit written statements in triplicate in lieu of personal appear- 
ance, to testify in the matter. 

Respectfully referring to my previous letters to you in the same matter and to 
your kind replies thereto, and unable to appear in person to offer testimony 
in support thereof, I hereby take the liberty to respectfully submit for consid- 
eration of the honorable Ways and Means Committee the enclosed copies in trip- 
licate of my two previous letters to you dated July 20, 1957, and January 15, 1958, 
covering the same subject matter and pointing to and elaborating on the in- 
justices of the present social-security laws, including particularly the pro- 
visions of the amendments thereto of 1954, which discriminat eagainst a large 
segment of deserving citizens denying them equal rights and equal protection 
under the Constitution. 

I should greatly appreciate your appropriate intervention. 

With the expression of my sincere gratitude, I am, 

Most respectfully, 


« 


Rosert J. STRATTON. 


NEw York, N, Y., July 20, 1957. 
Hon. EUGENE J. KrocuH, 
Wember of the Ways and Means Committee, 
House Office Building, Washington, D.C. 


HONORABLE and Dear Sik: The following is respectfully submitted for your 
consideration. 

I am close to 69 years of age. During all my adult life, whenever an oppor- 
tunity presented itself, 1 worked hard, always eager to earn as much as possible 
to lay the foundation for an economically safe old age for my family and my- 
self. However, because of the well-known cruel custom prevalent in commerce 
and industry to refuse employment to older people, I was frequently out of work 
so that, in spite of my most strenuous efforts, I had to retire in 1953 on Federal 
social-security benefits of only $68 per month. These are my benefits. 

In 1955 the Federal social-security laws were amended to properly take care 
and to remedy the effects of the aforementioned forced unemployment periods 
via computation of the quantum of the benefits with due regard to the condi- 
tions over which the worker had no control. However, those amended laws 
were to apply only prospectively without retrospective effect for those who re- 
tired prior to the effective date of the law. 

I, therefore, respectively request that you propose, and use your full influence, 
in favor of an amendment to the Federal social-security laws to make those 
provisions apply to those who retired prior to 1955. Furthermore, the laws 
should be amended to permit the senior citizens to earn more than $1,200 per 
annum without fear of loss of the right to draw benefits. Such activities would 
in large measure inure to the benefit of our national economy and the resulting 
earnings would enable the older men and women to meet the needs for special 
care and medical treatment which needs increase with the age. It would offer 
the senior citizens an opportunity to human dignity in their declining years. 

I should greatly appreciate hearing from you in the matter. 

Very respectfully, 
RosBert J. STRATTON, 
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New York, N. Y., January 15, 1958. 
Hon. EBuGENE J. KEoenu, 
Congressman from New York, Member of the Ways and Means Committee, 
House of Representatives, Washington, D.C. 

HONORABLE AND DEAR Sir: In response to my communication to you of July 20, 
1957, I received with sincere thanks your letter of August 13, together with the 
original letter from the Department of Health, Education, and Welfare ad- 
dressed. to you by that office under date of October 2, all in the matter of the 
grave injustive inflicted by Congress on a large segment of our senior citizens 
under the present social-security laws, particularly under the highly discrimina- 
tury provisions of the amendment of 1954. 

On the occasion of the opening of the new session of Congress, I take the liberty 
to again write you in the same matter with the plea for your intervention to the 
end that justice be done. 

To the merits of the case, and in support of the above, I refer to the arguments 
in opposition advanced by the Department of Health, Education, and Welfare 
which on their very face manifest a moral attitude completely out of harmony 
with elementary postulates of civilized society. 

On page 2 of the said communication, they write as follows: 

“The dropout was not made retroactive in its application because it would 
have been an almost insurmountable administrative task to have applied to 
it the benefits of all persons already on the rolls.” 

Is it compatible with the conscience and honor of the United States, the 
richest nation in the world, to deny to millions of its older citizens the right to 
live in human dignity solely by reason of simple mathematical problems, at a 
time when our Government is spending hundreds of billions of dollars of our 
national patrimony not only in preparation for war with possible mutual an- 
nihilation of the human race but for gifts of bribery to every foreign political 
adventurer, every potentate, and the like, to which even the senior citizens are 
made to contribute by way of multifarious indirect taxes out of their meager 
resources’ This state of affairs is tantamount to keeping by legislative fiat 
those millions of citizens who contributed a lifetime of their best effort and 
devotion to the greatness of the Nation in a status of inferiority under the law 
which denies them equal justice and equal rights and protection under the 
Constitution. 

Furthermore, the limitation of $1,200 per annum fixed by statute as a maxi- 
mum earned income beyond which earnings the senior citizen is deprived of 
the already allotted social-security benefits (gamblers and speculators are 
exempt from this limitation), is an empty gesture without substance. The fact 
is, and I am in a position based on my own bitter experience, to certify that 
older men have not the slightest chance of securing gainful employment whereby 
to add to their social-security benefits. The doors to such opportunities are 
tightly closed. The classified columns of the dailies offer additional eloquent 
proof in support of this assertion. In consequence, the senior citizen is to all 
intents and purposes left to rely for his economic existence on the benefits 
derived from the social-security laws. 

Should Congress and the Government still persist in that most unreasonable 
and most unfair attitude vis-a-vis the senior citizens who were cruelly excluded 
from the beneficial provisions of the amendment of 1954, the other alternative 
to right this great wrong would be to grant them a sizable increase in the 
amount of benefits over the present sum now by them received. 

I, therefore, again take the liberty to appeal to you to use your best effort for 
this cause. 

The communication from the Department of Health, Education, and Welfare 
mentioned at the outset of this letter is returned to you herewith. 

I should greatly appreciate hearing from you in the matter in due course. 

Very respectfully, 


Rospert J. STRATTON. 





TESTIMONY PRESENTFD ON MORE REALISTIC SOCIAL Securrry SeruP, By ISABEL C. 
Moore 


There are many inequities in the present social-security setup, which need 
changing now—not in the indefinite future—to prevent human suffering need- 
lessly. This testimony is mostly to call attention to the plight of a most vital 
segment of our population which has been badly neglected in the matter of old- 
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age security, as it has been in other legal matters—that inarticulate, unorganized 
group of mothers who do not work outside their homes. 

Their most worthy characteristic of self-sacrifice has been their greatest handi- 
cap. It has given the world the idea that they do not have the usual human 
desires for decent living, but are long suffering, patient beasts of burden who 
neither want nor rate rights. 

More than any other factor, mothers (especially those who stay at home and 
devote all their time to their original job) have the greatest influence on shaping 
the world, through their immediate control of the molding of the future com- 
ponents of the world—their children. 

If mothers have health, security, and happy, satisfying living conditions, it 
helps substantially to make the world a happy, satisfying place to live. If not, 
all kinds of illnesses of mind and body, frustrations, bitterness, complexes, in- 
efficiencies, and delinquencies are generated, not only in mothers but this is 
reflected in all who come under their influence. 

Although many know this, mothers are the most neglected of groups in the 
matter of various forms of legislation which protect human welfare. So the 
whole world suffers. Legally, in some places, they still scarcely have the status 
of human beings, but only derive it through their connections with their husbands. 

Legislators, more than any other group, have powerful and immediate instru- 
ments to work with, through their control of the making of laws, and the desig- 
nating of appropriations to effectuate them. And they should recognize the fact 
that they are effected by the adverse conditions of mothers, through their mothers, 
wives, daughters, etc., so are helping themselves when they help mothers. 

One of the most serious hazards helpless mothers have to face is lack of inde- 
pendent security which would assure them protection, under all conditions, in 
their old age, whey they are physically and financially, unable to do much for 
themselves. This is especially needed when they are brought up against that 
frequent occurrence of divorce, often through no fault of theirs. They suddenly 
find themselves with little of the protection that most groups have as a matter 
of course, little money to live on, and legally deprived of much of the fruits of 
their many years of hard work and sacrifices, simply because for some unfathom- 
able reason the laws in many States have warped and antiquated provisions for 
the rights of humans when female. These seem to be less important than male 
rights. 

A mother may have stayed home for years and conscientiously tried to do a 
good job in the vital profession that God designed her for—child rearing and 
homemaking—but this does not count for much legally. So, when the blow of 
divorce falls a mother often has to sit by helplessly and silently, without even 
a protest, or stating her side of the case, while her husband through some legal 
technicality, deprives her of much of the protection and security she thought she 
had for her old age. 

Most workers being organized have been able to establish powerful unions, 
professionals have effective societies, industries have their trade organizations. 
All of these have powerful lobbies, which they have the united funds to finance, 
to make known their needs to legislators, with the result they have extensive 
protection through legislation, work contracts, unemployment compensation, 
medical and old-age assistance, pensions, social security, annuities, income, life, 
medical, and unemployment insurances, survivorship benefits, pay increases when 
cost of living goes up, reduced prices or discounts for members of the same 
working group, burial expenses paid, etc. But mothers, as such, have nothing. 
They don’t even have the elemental facility of money of their own in return for 
their valuable and arduous labor. The money they temporarily possess is strictly 
for running the home. And many are helpless to do much to acquire security 
through commercial insurance, while their families are growing up, as it takes 
every cent they have to pay for basic necessities. 

No wonder a large percentage of mothers, even those with little children, are 
earrying the very heavy burden of working. outside their homes, as well as in it, 
both of which are full-time, exhausting jobs in themselves, in sheer desperation 
to protect themselves from this lack of security, as well as to provide necessities 
for their children which many fathers’ salaries cannot. They don’t know at 
what moment they will be the principal support of their children, and if they 
have not worked for a number of years, they know they will find themselves out 
of practice, out-of-date, with no acquired recent working experience, skills, and 
accumulated seniority which would give them better pay and fringe benefits, and 
more assurance of keeping jobs when layoffs are being made. and being older 
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they will have difliculty getting a job under any circumstances, as most businesses 
insist on employing workers under 35 years of age only. 

Instead of complacently blaming juvenile delinquency on inefficient mothers, 
and considering the problem solved, it should be recognized that this will never 
be reduced until they are relieved of the heavy load they have to carry. 

The Women’s Bureau of the United States Department of Labor reports that 
about 4 million women workers have children between 6 and 17 years old, 
another 2,500,000 have children under 6 years old, 16 percent of the mothers 
of young children and 35 percent of those with older children work outside the 
home. Among women who are widowed, divorced, or have husbands absent 
from the home, 40 percent of those with young children and over 60 percent of 
those with older children are in the labor force. It is almos impossible to get 
satisfactory domestic help, and few can afford it, so a mother working outside the 
home has to do all her housework in addition, which is a great hardship. This 
is an extremely bad situation. 

A mother faced with divorce is told by her attorney that because of the lack 
of sufficient protection laws give women, he cannot guarantee any success in 
handling the case, as the disposition of it rests with a judge. And even ifa 
judge would like to help a mother, his hands are tied by inadequate laws, so the 
highest support money he can award her is often not very much. So the best 
thing for her to do is not protest the suit, but agree to an out-of-court settle- 
ment. A wife is advised that it is useless to contest the suit, because if a judge 
refuses to grant a divorce, a husband can easily obtain one in another more liberal 
State where practically any technicality would be sufficient, so she is completely 
helpless to defend herself. 

In most business contracts, equal partners share assets equally, but the fact 
that a wife performs her half of the marriage contract, carries no assurance of 
her having half the assets involved. She usually gets one-third of her husband’s 
income, and sometimes not much else. Only eight States consider marriage a 
50-50 matter, and give a wife half of all assets, recognizing the fact that her 
thrift, sacrifices, wisdom, and labor probably helped substantially in accumulating 
them. 

Not having worked outside her home she has none of the fringe benefits or 
income which come from this, and divorce will deprive her of all such benefits 
which she would have gotten through her husband. The fact should be recog- 
nized by all employers, including the Government, that a mother is still a depend- 
ent, being paid out of the same salary, as she would be if still married. So it 
is a great injustice to both husband and wife to stop these benefits because of 
divorce. Often they have been earned through years of employment. 

This is what happens to the assets she thought she would have in her old age: 

1. Instead of having a full salary to pay for living expenses, she now has to 
pay all these expenses with one-third of it, for her separate living. One of the 
most amazing idiosyncracies of the law provides that the older a women is, the 
less she gets, in spite of the fact that the older a woman is, the more difficult it 
is to support herself. 

2. Any money that is in a bank in her husband’s name alone, the law says she 
has no claim to, if he earned it. 

3. A husband’s insurances, personal possessions, etc., do not have to be given 
to a wife. 

4. Any real estate in her husband’s name alone she usually loses her dower 
right in. 

5. Instead of getting medical care through her husband, she will now have to 
pay for it, or pay for health insurance, if she can get it. If she is old, she will 
find this difficult and expensive. 

6. Many mothers have had to turn over every cent they got to bills for the 
inescapable essentials of living, so they are unable to save much if anything, or 
pay for insurances to give them an income. 

7. She is not eligible for charity if she has any cash, property, or relatives who 
can help her, no matter how hard it might be for them to do so. Even if she 
owns her own home, that isn’t much help, as in order to get cash from it she 
would have to sell it, which she may very much not want to do. If it is paid 
for, she can live in it at less cost that much less satisfactory places, and it would 
be heartbreaking to tear up roots so long established, and leave a roomy, pleasant, 
comfortable home, where she has space to have her family visit her or live with 
her. Most important, she can rent rooms and have the income help pay for 
her housing and other expenses, which is one of the few ways an older woman 
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can earn money. If she had to sell her house, it would probably be at a loss, 
and the money she got would soon be lost through rent. 

Legislation is badly needed to provide mothers adequate protection. This 
would encourage them to stay in their homes and carry on better the vital job 
they have of rearing children. 

Instead of the many different arrangements for old-age income which now 
exist, there should be one principal setup, which would be assured, and adequate 
for reasonably sufficient basic living requirements. At present there are many 
forms which are not adequate for living, not assured; benefits are limited or 
eliminated by certain conditions, and stipulations are constantly changing. 
Social security is not sufficient to live on; employment insurances end when 
employment end, with a loss of money paid in; Government benefits are periodi- 
cally being changed. 

Every man, woman, and child, should have this protection, completely inde- 
pendent of all other people, employment, conditions, etc. The best form would 
be a revised and stable social-security setup, which would be the best way to 
cover every citizen, all of whom are paying for it through taxes, and therefore 
should certainly have the protection of it. Anyone wishing further protection 
could take out additional commercial or employment insurances. This would 
be beneficial in many ways: it would keep a substantial and assured amount 
of money constantly flowing into the economy; protecting people when they are 
no longer able to support themselves; reducing the cost of supporting people 
by public funds, allowing people to spend money for better living during their 
years of employment, as they would know that they would have an income when 
retired ; this would bring about a higher plane of living for all and assist greatly 
in keeping a health economy, through constant circulation of money. The fact 
should be faced that all persons have to be provided a living, and this is much 
better done through an automatic arrangement that allows them to be self- 
respecting, than charity, unemployment compensation, ete. 

Also, this arrangement should be set up in conjunction with free medical care 
for every person. This is also being paid for by taxes and donations from all 
the people, but the benefits are only being received by some. Many who are paying 
for free medical care for others cannot afford to pay for it themselves and their 
own families. This sometimes results in life savings being wiped out in a few 
weeks’ illness, or people in desperation turn to crime to get money to pay for 
badly needed care. We have free education, libraries, museums, parks, etc., 
which no one objects to, and medical care is infinitely more important. So it is 
unrealistic for anyone to object to this. Enormous benefits could be had by both 
doctors and patients if a real effort were made to make this work. Just be- 
cause it hasn’t worked in the past proves nothing. Certainly a profession which 
requires the high degree of ethics, efficiency, responsibility, and desire to help 
suffering humanity, should be able to make this possible. And it would soon 
pay for itself many times over—after people had received necessary care, and 
especially education in how to prevent illness, the extensive suffering humans 
now endure unnecessarily would be greatly reduced, and with it the loss of 
money which it causes; and we would not have a nation of weaklings many of 
whom are a burden to themselves and others, both in peace and war, instead of 
being an asset. 

These are some of the inequities in social security which need correction : 

1. The highest amount paid is scarcely sufficient for minimum living ex- 
penses, so it gives a false sense of security. 

2. Social security is only partly protective, with many restrictions as to how 
long a person has worked, when, his age, how much he earned, etc., that reduce 
or eliminate benefits after they have been paid for, for years. 

3. If a person without dependents dies soon after retiring, the years of pay- 
ments that would have been gotten during retirement are lost. 

4. If a widow marries again, or a wife is divorced (without a dependent child), 
neither gets any benefits, even though a divorced wife is being supported by her 
husband’s pay which earned the benefits. 

5. If a person earns over a certain amount of money ($1,200 a year at present) 
after retirement, he loses part of his social-security payments. 
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6. A person has to be a dependent to receive benefits; commercial insurance 
payments may be paid to anyone designated. 

7. If both husband and wife work, and pay for social security, only one can 
receive credit, usually the husband, as his salary is often higher. 

8. An employer cannot get any refund on any excess taxes he paid for an 
employee who works for more than one person. 

9. An employee has to go on paying tax if he works after social-security pay- 
ments to him begin. 

10. A child may receive payments’ based on the earnings of only one parent, 
even though both may be entitled to payments. 

11. A dependent wife’s payments are only one-half her husband’s, although it 
costs her just as much to live. 

12. The amount of social-security payments is reduced by the amount of 
some of the other payments by the Government. 

13. If payments are not applied for within a limited time, they may be lost. 

14. Payments to survivors are always a portion of what a wage earner’s 
payments would have been. 

15. The laws are periodically changed, so one can’t be certain what restrictive 
measures may change payments in the future. Commercial insurance policies 
are contracts which are not easy to change. 


WyYomIssIneG, Pa., May 29, 1958. 
Hon. Wiigeur D. MILLs, 
Chairman, House Ways and Means Committee, 
New House Office Building, Washington, D. C. 

My Dear CONGRESSMAN MILs: I have been advised that the House Ways and 
Means Committee, of which you are chairman, will soon begin hearings on 
various proposals to improve the present social-security law, which in my opin- 
ion needs considerable revision to make it fair and equitable. 

It has been suggested by very reliable sources, that I send you the enclosed 
manuscript on social security which involves basic matters of policy, statistics 
of past and present inequalities, and a recommended system of calculating 
social-security benefits, on a fair and equitable basis, always protecting social 
security from abuse, and at the same time fair to all. 

I therefor request that it be made a part of the hearing record, thus making 
it available in printed form for all Members of Congress and the Senate, also 
for the many thousands of persons in the country who are vitally interested in 
this subject. 

For your information, this manuscript has previously been read by former 
President Harry S. Truman, Congressman George M. Rhodes, and Senator 
Joseph Clark, Jr. 

Thanking you, I remain 

Sincerely yours, 
S. Epwarp KALBaon. 


Our SocrAL Securtry OVER 21 YEARS OLD—AND Its BEHAVIOR 


Social security is without doubt one of the most needed if equitable laws ever 
created in this good old United States of America. Security in one’s life is 
most necessary to enjoy contentment, especially after years of toil have taken 
their toll and you become of such age that new jobs are impossible to get, and 
old jobs seek a younger element to take over. 

Social security is no longer an infant without experience, but has now reached 
the mature age of 21 years in a big business which will eventually affect every 
living citizen, and we should be interested in its past and future behavior. 

This article is not only written for the purpose of disclosing its inequalities, 
but to offer suggestions so that the present “crazy, mixed up, and discrimina- 
tory law” can be changed to make social security what it was intended to be 
by its great creator, equitable and fair to all. 
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First let us look at the following chart of tax rates, which were and are now 
applied against the amount of social security reported incomes. 


Social security tax rates 


Years inclusive Number of Total for Total for 
years employed jself-employed 
| 
| | Percent Percent 
1937-49 _ - 7 —! ait 13 2 (4) 
rs aa i rye . ae 1 3 i) 
1951-53 _ e oak, x | 3 3 2he 
1954-56... oe . 3 4 3 
) : Seaergeee bhai dpieiinds Eaigain ati l es 334 
| 


1 Not eligible. 


Please note the difference in tax rates between employed and self-employed, 
also the increases after 1951. 

What are we to think? Do employed contribute toward the self-employed? 
And why the greater difference between the two each time the rate is changed? 

Your social-security office will tell you that this difference in tax rates is 
because, that as an employee, your social-security taxes are processed quarterly, 
and that the self-employed taxes are processed only once a year, and the saving 
in cost of checking self-employed taxes is passed along to them. 

How ridiculous; are we not all of one social agency? 

If according to their story, they can save money by yearly processing tax 
reports, and, again, that they can save over a million dollars yearly by com- 
bining a man and wife’s social-security benefit checks as one, then it is evident 
that more economical ways of operating social security should at once be adopted 
and all members treated as equals. 

Self-employed not only have an advantage in lower tax rate, but they also 
come into social security’s embrace, at an advanced age, and soon, some with 
only 2 years of association, apply for old-age retirement benefits, and receive 
considerably more than their brethren who paid social-security taxes for 14 
to 18 years. 

Let us examine the following chart giving us the history of social security as 
it pertains to the employed, showing the maximum possible amount of social- 
security incomes, the various tax rates, the amount of taxes extracted from 
your pay, the amount of taxes your employer was forced to pay for your account, 
and the totals applying to very many folks who are still working today, and 
with more years to go before they become eligible for social-security benefits. 


Social security account for employed persons 








| Maxi- | 
| mum re- | 
Num- | ported | Totalre-; Total | Amount | Amount Total 
Years ber of | social se-| ported | tax rate | employee! employer} amount 
| years | curity in-| income | (percent) tax | tax | tax 
come per | | | 
| year | | 
1 
1937-49__._. hd michel Gad -| 13 | 3,000 | $39,000 | 2 | $390.00 | $390.00 780 
tee 1] 3,000} 3,000 | 3 | 4500! 45.00 90 
«ES SS a 3 3, 600 | 10, 800 | 3 | 162 00 | 162 00 324 
Pei e eee Si | 1 3, 600 3, 600 | 4 | 72. 00 | 72 06 144 
I: asecile co<waiesemsdspancrial 2 | 4,200 | 8, 400 | 4 | 168.00] 168.00 336 
ee eet 1 4,200} 4,200 44% 94.50/ 94.50] 189 
ihantiainidtiantiiinitastanaiels scapiasidhetensthl cliadameitatelietnistie th taiihidachataniiyiciteda inden taintaetistanioas bimannitanietataniinigey 
atest set cciecunaial Metis au i a eeeermere | 931.50 | 931.50 1, 863 


It is now only proper that we examine the following chart as it pertains to 
the self-employed who were only admitted to social security as late as 1951, 
showing their maximum amount of social-security-reported incomes, their lower 
tax rates than the employed, and the amount it cost them in this great social 
security. 
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Social-security account for self-employed persons 


Devine ens) Dit ee | | 








| 
| Maximum | Total 
| Num- | reported | Total | Total tax amount 
Years ber of social | reported | rate social 
| years security | income | (percent) security 
| ineome tax 
| per year | 
Ee 3 | $3, 600 $10, 800 2 $243. 00 
1954. - . eae . Se 1 3, 600 | 3, 600 | 3 108. 00 
BOBS sc cabtinie dsl shen cbebecdscttel Jou ke 2 4, 200 8, 400 | 3 | 252. 00 
reid et taba aialctiecniae nea 1 | 4, 200 | 4, 200 334 141. 75 
ues eu tece oy mylar ns: i; marr | 27,000 |... | 744. 75 
| 


Now that we have a complete summary of social-security data, as it applies 
to both employed and self-employed, we will refer to it as we progress in our 
discussion of truths or facts, as they exist in this “mixed-up,” crazy, and dis- 
criminatory law. 

Social security is purely and simply a pension plan of the people, with your 
money which is extracted from your pay, and a like amount charged to your 
employer for your account. 

The purpose of this wonderful society is that the vast majority of able folks 
under 65 provide for the minority of aged or disabled people, and it becomes a 
wheel with perpetual motion, because if living all reach the top, they are cared 
for as they cared for others. 

Since social-security funds were your money, then our Uncle Sam is the 
governor, or dealer, and not the giver. 

Our criticisms heretofore and from now on are strictly against the present 
existing social-security law, causing our Uncle Sam to run the game with a 
stacked deck. 

Since 1951 to the present time, many changes have been made to our social- 
security law, first admitting practically all branches of self-employed people 
except doctors of medicine, increased tax rates, and increaesd amount of social- 
security reported incomes. Has social security been used by some as a political 
football in order to gain prestige or favor among certain groups of people? 

For fairness, we believe that social security should embrace every worker, 
every profession, and small business, but that each should earn the right to the 
amount of benefits they receive upon retirement, and that such benefits be cal- 
culated upon their percentage earned according to their number of years of 
participation, and their average monthly social-security reported income over 
that full period of time. 

But the 1951 law does not do this, because the number of years of social- 
security coverage does not figure directly in the computation of benefits. Bene- 
fits are based on the member’s average monthly earnings, starting with either 
1937 or 1951, and ending with the year of retirement or death. 

We are most interested in the crazy 1951 law and thereafter, because it is 
unjust to the oldtimers, generous to the beginners who were advanced in age 
when they became members, and extremely unfair to the young people of 20 
years old in 1937 and who will continue to pay social-security taxes (if they 
keep healthy) until 1982, when they become 65 years, reitrement age. 

The law of 1951 specifies that no more than 5 years (meaning lean years) can 
be dropped in figuring average earnings aftter 1950, and, with 1957 included, 
this means that only 2 years remain to calculate benefits on the $4,200-per- 
year basis, at 55 percent of the first $110 and 20 percent of the balance of your 
monthly income, so that you can receive maximum benefits of $108.50 per month. 

Within the last 2 years, a considerable number of those admitted to social- 
security membership since 1951 have received maximum pensions of $108.50 per 
month for themselves, and $54.25 for their wife, or a grand total of $162.75. 

Looking at the social-security account for self-employed, they could not pos- 
sibly pay more social-security taxes than $744.75 for all years, 1951 to 1957, in- 
clusive ; therefore, at the amount of $162.75 per month pension for man and wife, 
they received their total investment back in less than 5 months. 

And many others have made only 2 yearly payments since 1955, received the 
same maximum amount of benefits, and had their total investment returned in less 
than 2 months. 
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Most of the oldtimers with 14 to 18 years of social-security coverage and paying 
social-security taxes, did not reach the Santa Claus years after 1951, and especi- 
ally 1955, but were forced to retire because of age or sickness, and they received 
a lot less pension. 

Looking at the social-security account for employed persons, and calculating 
the pension allowed for one with 18 years of social-security coverage, with the 
same formula, the years from 1937 to 1954, inclusive, considered, the most pension 
a man would receive for himself is $98.50 per month, and $49.25 for his wife, or a 
total of $147.75. 

Therefore, there is a difference of $15 per month between the 2 classes, with 
the one having the most years of coverage receiving the least. Why? 

Social Security will tell you that it is because of insurance protection, and 
we propose to say now that social security is a “peoples pension fund” and is 
not an insurance, because of the following reasons : 


SOCIAL SECURITY IS NOT AN INSURANCE 


First. A married woman who is employed pays social-security taxes, and her 
employer a like amount for her, but, upon reaching retirement age, she must 
choose between an amount equal to one-half of her husband’s social-security 
pension, if he gets one, or on a calculated amount upon her own earnings. She 
can’t have both. 

So, 75 percent of the time she will receive more on her husband’s account and 
accepts that, with the result that all she and her employer has paid is of no 
value to her, and becomes a gift to social security. 

Second. Social-security coverage includes a man’s wife, as it should be, but 
the unmarried man pays the same percent of taxes. 

Third. If anyone dies without issue, there will be no social-security benefits 
or dividend to will to others, except the undertaker can collect few dollars as 
part of your funeral expenses. 

Fourth. When you die, your widow will be eligible for a pension when she 
becomes of proper age, but, if she remarries before that time, she cannot. claim 
benefits on your social-security account. Again, social security is the winner in 
many cases, except if you leave children under 18 years of age; then they will 
receive a small amount toward their keep until 18 years of age. ; 

Fifth. After receiving social-security benefits, you are permitted to earn not 
over $1,200 per year free of Federal income taxes, but not so with social security 
because the law requires you to pay social-security taxes on earnings of $400 or 
more regardless of your age, and whether you are or are not receiving social- 
security benefits. 

These additional payments will add nothing to your present social-Security 
benefits. 

If you are lucky enough to get a steady job that pays you $40 per week or a 
total of $2,080 per year, then all your social-security checks stop. 

Now, of course, our social-security law, like most laws, has a loophole used 
by some who don’t need it except for cheap notoriety. You can earn a large 
sum of money in 1 month and only lose your social-security benefits for that 
month, and collect benefits again for every month that you are unemployed. 
The steady worker is out of luck. 

Today there are more than 8 million citizens trying to live on a below-par 
standard with less benefits than they should receive, and another 1 million 
or more receiving excessive benefits, all because of the present law permitting 
throwout years of not more than 5 after 1950, and using a discriminatory 
system of calculating benefits. 

If an equitable and fair percentage system, based on total time and social- 
security reported income during that time, had been used, social security would 
not only have saved millions of dollars per month, but would have been able to 
give those who earned the right to higher and deserving benefits a better way 
of life. 

Let us consider the following bills now pending in Congress, and their effect 
upon present pensions and the security fund, if they were passed without other- 
wise changing the present social-security law. 

First. To abolish the $1,200 limit on earnings after one secures benefits. No 
excessive harm will be done to the fund, because the vast majority of pensioners 
at 65 cannot get jobs, either because of age or some physical handicap. 

If a person at 65 has earned a pension and is perfectly able to continue earning 
extra money, why should they not do so? They continue, under the law, to pay 
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social-security taxes. So, give them all they can earn, and, also, the pension 
they have earned. 

Second. To lower the age limit from 65 to 60 years when you become eligible 
for pensions. It sounds good for an earlier retirement, creating more jobs to 
relieve the unemployment situation, but, if adopted under the present law, will 
cause a rapid yearly increase or influx of new eligibles for pensions, especially 
those of the short-term kind who became members at advanced ages since 1951. 
Higher tax rates will surely be necessary. 

Third. An overall 10 percent or more increase in all present pensions, which 
would, of course, apply to all new pensions. This, at first thought, would be 
smiled upon by all pensioners, but don’t forget it will widen the gap in dollars 
already existing between low and excessive pensions now in force. 

Fourth. An increase in the amount of social-security reported income from 
$4,200 to $7,500 per-year maximum. 

This will, of course, bring in more security funds, but, if adopted under the 
present law with its allowable throwout years up to 1950, will bust the treasury 
of social security within 2 years. 

Knowing the facts as they exist in the 1951 law, anyone can, 2 years before 
retirement, boost their social-security reported income to the maximum allowable 
amount, pay Federai and social-security taxes on this amount, and receive the 
maximum amount of benefits. 

If all years of social-security coverage were considered in the calculation of 
benefits, this abuse would not be possible. 

Social security, even as it now is, has done some good by providing funds to 
many who otherwise would have nothing. It has provided thousands of jobs, 
which, without this agency, would increase the unemployment list tremendously. 
But let us have it fair and equitable. 

Criticism alone is of no value unless it can be followed with a suggested 
cure, whereby we offer means to operate upon a fair and equitable system. 

First. The present permissible number of not more than five throwout years 
up to 1950 is discriminatory and must be abolished. 

Second, All years of social security reported incomes, upon which you paid 
social security taxes, not over 15 years, must be considered when calculating 
benefits at retirement age. 

Third. No one under 15 years of social security coverage can replace any 
years with better years, and the percentage you have earned within any part 
or all of 15 years is used with the average monthly social security reported 
income for the same number of years, when calculating benefits. 

Fourth. After 15 years of social security coverage, you keep the 50 percent 
you have earned and then only have the right to replace lean years with better 
years, at the rate of year for year. 

In this we recognize many and encourage those who already have paid for 
social security coverage 15 or more years, and who will (if health permits) 
continue to pay social security taxes many more years before they become 
eligible for pension. 

The wife, if any, and at retirement age, shall continue to receive social se- 
curity benefits, equal to one-half of her husband's if she chooses it that way. 

Fifth. All those now receiving less benefits than the following percentage plan 
would allow, are to have their pensions raised accordingly. 

Since you can always give but not take away, we are stuck with the mistakes 
made since 1955 and 1956, but it is important to start mending our fences 
at once, and prevent a yearly recurrence of paying excessive benefits. 

As early as September 1957 I sent to my Congressman this same story, with 
the following plan of earned percentages per years of social security coverage. 
Pach year your percentage grows and you are preparing for the time when you 
can say “I earned the right to my share of social security benefits.” 


The earned percentage plan of average monthly social security reported incomes 


b 9eee. Soca dn al ce wns I, RD Ra ae 35 
2 FORT Ba cdctwwmgiec wk aca ede GE oe cine tin aint eae 37% 
So SETS. canst eee 20 I eR cla 40 
Fe FOE ioe pn oi 8h are set tienen etic epeenges ME 1) Se rb oink, bane ea eee 421% 
eI ns tava ba ipicitneags aaa «an Jape Dh Eo nie cers bean 45 
6 years wist@asdretcietenshadapkecien aie 27% | 14 years___- Rieiisancihabebachieekitu sien 47% 
FO a. inthe sn clke eh oat acti binkp itmon seal 30 15 years shige peapttndceaagn dee teeta eens 50 
a RR ec BS. bt viet, 32% 
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Now let us see how much pension you would receive with this plan, provided 
you paid social security taxes upon the maximum amount of social security 
reported income allowed during the years given. 





| y | 
| Total | Amount 
| Num- Number of | Yearsused | social | Aver- | | of 
Years, inclusive | ber of ; $3,000 years | calculeting | security | age | Pe ercent) pension 
years replaced | benefits | reported | month earned | earned 
| income /| income per 
| | | month 
we | ad ————___—_—_—_|_— —— | ———<__———}——_|____- 
; 
1937-~43_ | 7 | None-.- t $3,000 | $21, 000 $250. 00 | 30 | $75. 00 
1937-50_ 14 | None... 14 at $3,000 = 42,000 | 250.00! 47141 118. 75 
jd Mgr to {11 ot $3,000_._ |) arta Eh Tt SS Be Gare cies 
1937-64__._- 18 3 at $3,600. {14 ot $3,600... |] 7, 4 0 | 263. 33 50 131, 66 
8 at $3,000 
1937-57_....- lee 21 | 6 : Ka it $3,600 I 51,000 | 283. 33 50 141. 86 


3 at $4,200_...- eC 





Continuing this same plan, at the rate of $4,200 per year maximum reported 
social security income, it will be 1969 before anyone can accumulate 15 years of 
this amount and receive a penson of $175 per month on the basis of $350 average 
social security reported income. 

And when they do, God only knows with the increasing cost of living they will 
need it then. 

For those in authority who think this plan too high, let us look at what amount 
of benefits the short-term members of social security since 1951 would have re- 
ceived under the same system. 


Percentage plan a after 1950 











Total | | 
Number of reported Average Percent | Amount 
Years years | social per month | earned jof pension 
| |} security income | earned 
| earnings | | 
—— — ~}|—— -| —_———- i SSS ee 
1956-57. 2 | —gs,400 | $350, 00 | 1 $61. 25 
1955-57 std | s _.-| 12,600 | ~—-350.00 | 20°} 70.00 
1954-57. beck | 4;3 at $4,200, | 16, 200 337. 50 | 2214} 75. 94 
1 at $3,600. | 
I i iicitip ements aaa | 5; 3 at $4,200, | 19, 800 | 330. 00 | 25 | 82. 50 
2 at $3,600. | 
SP a ie cnatis ati cecacund ..| 6; 3 at $4,200, | 23, 400 | 325. 00 2744] 89. 37 
3 at $3,600. | j 
cats ali oe ...-| 7; 3 at $4,200, | 27, 000 | 321. 43 | 30 | 96. 43 
4 at $3,600. | | 


The gradual increase in the amount of earned pension is due to the earned 
percentage each year and shows a proper ratio between time of social security 
coverage and reported social security incomes. 

The present social security law has not even been fair with some members who 
joined after 1950 because of the permissible 5-year throwout when calculating 
benefits. 

Regardless of whether they had 2 or 7 years of social security coverage, so 
long as they had only 2 years of $4,200 coverage each year, all received alike, 
namely, $108.50 per month. 

These figures show exactly where social security pays out excessive benefits 
and our percentage plan must be right in recognizing all years of coverage. 

Many millions of dollars per month could have been saved out of excessive 
benefits and put to use among those who earned higher benefits because of their 
years of membership. 

As I said before, my Congressman now knows these facts which I sent to 
him, and I quote from his replies to my letters : 

“T am in full accord with your statement that the social security law should 
be substantially improved.” And another, I quote: “There is no doubt in my 
mind that substantial improvements must be made in the law if it is to fully deal 
with the needs of our retired folks on an equitable basis. 

“Your percentage plan will receive my serious study,” etc. 
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As you already know, the present social security program will come up for 
review, this first session of Congress in 1958, before the House Ways and Means 
Committee. 

It is therefore extremely important that before any further injustice is 
prescribed within the present law, that you write to both your Congressman 
and Senator, expressing your views, or if you approve of this article please 
refer them to it. 

Social security is a very important and big business, affecting the interior 
of our country, and more than one Congressman and one Senator will be re- 
quired to correct the faults, and make fair adjustments to the law. 

Let us make it possible for our beloved Uncle Sam, who is the dealer in this 
game, to use a straight deck, with new rules, and give us all a fair deal. 

I personally would appreciate receiving a copy of your letter to your Congress- 
man and Senator on this subject, also your comments regards this article. 

They will more than make me content with my efforts in behalf of all my 
fellow beings. Thank you. 

S. EpDwarp KALBACH, 
Wyomissing, Berks County, Pa. 


Brook yn, N. Y., June 28, 1958. 
Hon. WiiBur D. MILs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Mitts: It is requested that the views set forth herein and in the 
attached copies of letters previously addressed to your committee (as listed be- 
low) be considered in connection with general public hearings scheduled by the 
Ways and Means Committee during period June 16-27, 1958, on all titles of 
the Social Security Act, and made a part of the record of the committee 
hearings: 

(a) Letter from Mr. Joseph Quittner, counselor at law, 36 West 44th Street, 
New York City, dated January 7, 1958 (in triplicate). 

(b) Letter from Dr. Lester D. Volk, 1111 Ocean Avenue, Brooklyn, N. Y., 
dated January 10, 1958 (in triplicate). 

(c) Letter from Morris A. Gallen, 1902 Avenue L, Brooklyn, N. Y., dated 
January 31, 1958 (in triplicate). 

The writers of those letters are particularly interested in H. R. 8226, which 
contemplates an amendment to section 217 of the act so as to extend social-secu- 
rity wage credits to Federal employee World War II veterans at the rate of 
$160 per month for each month of such war service performed, in like manner 
that such benefit has been extended to other categories of World War II 
veterans. 

Special attention is invited to the provision contained in H. R. 8226 which 
stipulates that before an eligible Federal employee World War II veteran may 
qualify for the social-security wage credits, he must unequivocably waive the 
period of World War II military service performed, from the period of overall 
Government service that would be computed for an annuity under the United 
States civil-service retirement system. By this restriction, a safeguard is pro- 
vided against duplication of payments by the Government for the same period of 
service performed. 

As pointed out in the attached letters, the cost of supporting the bill would 
not be great. This fact, plus the provision in the bill which would preclude du- 
plication of credits for service performed in the Armed Forces of the United 
States during World War II, and for service computed toward a civil-service 
per onan for the same period, should commend itself for favorable consid- 
eration. 

Sincerely yours, 


Morris A. GALLEN, 


NEw York, January 7, 1958. 
Hon. WILBuR D. MILLs, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


DeAR Mr. MILs: 1. H. R. 8226 is awaiting action by your committee. I be- 
lieve that this bill should be favorably considered for the following reasons: 

(a@) Under existing social-security law, persons who served in the Armed 
Forces of the United States during World War II are authorized social-security 
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wage credits of $160 per month for each month of such war service performed. 
This benefit is extended to all of such veterans, excepting those of United States. 
Government employee status. I regard the exclusion of the latter class of veteran 
from this benefit to be highly discriminatory. 

(b) In general, eligible veterans do not get the wage credits for the period of 
their World War II service, if monthly payments based in whole or in part on 
the same period are payable by the military organization or by another Federal 
agency (except the Veterans’ Administration). As basis for this observation, see 
page 33 of pamphlet Your Social Security, published in November 1956 by 
United States I}epartment of Health. ' 

(c) H. R. 8226 would extend social-security wage credits to United States 
Government civilian employee World War II veterans at the rate of $160 per 
month for each month of such war service, subject to condition that they irrevoc- 
ably waive the period of that service from the overall period of Government servy- 
ice to be computed for their annuity under the Federal employees retirement 
system. Such arrangement would be equitable to the Government, the tax- 
payers, and the eligible veterans concerned. 

(d) The costs of financially supporting H. R. 8226 would not be great. Only 
a limited number of United States Government employee World War II veterans 
would be able to take advantage of H. R. 8226, if enacted. The following illus- 
trates this point: 

(1) Take the case of Mr. X, a career United States Government employee who 
at age 36 (on February 1, 1942) entered on United States military service and 
served for a period of 4% years. He would be credited with 16 quarters of 
social-security coverage, as against the 40 quarters he would need when he 
reached age 65 in the year 1977. His 16 quarters of social-security coverage to be 
credited for World War II military service would not, by itself, provide any 
benefit to him under H. R. 8226. He and others of similar age and status could 
not take advantage of the bill. 

(2) Suppose the case of Mr. Y who was age 40 when he was separated from 
active duty in 1946 and had completed 5 years of World War II military service. 
This would qualify him for 20 quarters of social-security coverage, as compared 
to the 40 quarters of coverage that would be required when he attained age 65 
in the year 1971. He would not qualify under H. R. 8226. 

(3) Suppose the case of Mr. Z who was age 53 in the year 1947, when he ter- 
minated his World War II military service, and who completed 5 years of such 
war service from January 1942 to January 1947. He would thus be entitled to 
20 quarters of social-security coverage under H. R. 8226, as compared to the 16 
quarters of coverage he would need at age 65 (first half of the year 1959). He 
would qualify under H. R. 8226. However, this veteran might not find it advan- 
tageous to avail himself of the provisions of the bill, unless he were favorably 
situated from point of view of age and overall service as pointed out in the 
following paragraph. 

2. The major point I desire to make is that United States Government em- 
ployee World War II veterans would find the bill (H. R. 8226) applicable to them 
only, if and when the age of such persons, extent of war service, and length of 
Government creditable service were such that (based on length of World War II 
service they would be accorded the required quarters of social-security coverage 
upon reaching age 65, and then only if and when the amount of social- 
security benefit for which they could qualify would more than offset the reduction 
in their civil-serivee retirement annuity that would be effected by the irrevocable 
waiver of the war service to be excluded in computations for their civil-service 
retirement annuity. This exclusion, under the terms of H. R. 8226, would be 
made so as to avoid duplication of credits or payments from public funds for the 
same period of service performed. 

3. Attached is a memorandum illustrating a case where a United States Gov- 
ernment employee World War II veteran would find it advantageous to avail 
himself of H. R. 8226, if enacted. 

4. The illustrations given above plainly indicate that only a limited number of 
Federal employee World War II veterans would find themselves favorably situ- 
ated so as to avail themselves of the very moderate benefits offered by H. R. 8226. 
However, the enactment of the bill would have the effect of placing all World 
War II veterans on an even part in respect to benefits of social-security wage 
credits, and remove the existing aspects of discrimination against those veterans 
of Federal employee status. 
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5. Concluding my views, I desire to emphasize the following features in H. R. 
8226 which should commend themselves for favorable consideration by the Ways 
and Means Committee. 

(a) There would be a safeguard against duplicated credits or payments of 
benefits from public funds for the same period of service performed. 

(b) The overall costs to the Government for financially supporting the bill 
would not be great by reason of the situation as brought out in discussions above. 

Sincerely yours, 
JOSEPH QUITTNER. 


ILLUSTRATION SHOWING WHEREIN A CAREER UNITED STATES GOVERNMENT CIVILIAN 
EMPLOYEE WoRLD Wark II VETERAN WouLpD FINp Ir ADVANTAGEOUS To AVAIL 
HIMSELF OF BENEFITS OF H. R, 8226, Ir ENACTED 


1. United States civil-service retirement of employee, age 65, with record of 47 
years of creditable United States civil-service employment, including 6 years and 
8 months of World War II military service. 

(a) Average highest salary over 5-year period, $7,750 per annum. 

(b) Retirement pay based on maximum of 80 percent of average highest 
salary over 5-year period, $6,200 per annum. 

2. Retirement of the same employee, in the premise that if H. R. 8226 is 
enacted he would elect to waive irrevocably the 6 years and 8 months of World 
War II service from overall total of creditable civil-service employment and make 
claim for such military service for social-security wage credits at the rate of 
$160 per month for each month of World War II service performed. (Computa- 
tions based on total of 40 years and 4 months of creditable civil-service employ- 
ment, less 6 years and 8 months of World War II military service.) 

(a) Average highest salary over 5-year period, $7,750 per annum. 

(b) Retirement pay based on 40 years and 4 months of civil-service employ- 
ment (exclusive of creditable World War II military service), $5,948.12 per 
annum. 

3. Social-security benefits to employee for 6 years 8 months of World War II 
military service with Armed Forces of United States, based on wage credits of 
$160 per month for each month of such service ($52.10 per month), $625 per 
annum. 

(Note: Information as to amount of above social-security benefit was obtained 
from social security branch office, 1301 Surf Avenue, Brooklyn, N. Y. (Mrs. Seid).) 

4. Difference between retirement pay, $6,200 (par. 1b above) and retirement 
pay of $5,948.12 (as cited in par. 2b above), $252 per annum. 

5. By the cited employee electing to waive irrevocably the 6 years and 8 months 
of World War II military service from his creditable civil-service employment 
and applying such period of service for social security coverage or benefit, the 
net increase to him by such expedient would be the difference in his favor between 
$625 (par. 83 above) and $252 (par. 4 above), or $373 per annum. That amount 
($373) plus retirement pay of $5,948.12 (see par. 2b above) would give the cited 
employee a combined retirement pay and social-security benefit of $6,321.12, as 
compared to his civil-service retirement pay of $6,200 for the entire total of his 
47 years of United States civil-service employment (as set forth in par. 1b above), 
or an advantage in his favor of $121 per annum. 


BROOKLYN, N. Y., January 10, 1958. 
Hon. Wiisur D. MIILs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. Mitts: Reference is made to H. R. 8226, which bill is before the 
Ways and Means Committee for consideration. In my considered opinion, as a 
former Congressman, the bill should be favorably considered for the following 
reasons: 

(a) Section 217 of the Social Security Act authorizes social-security wage 
credits to persons who served in the Armed Forces of the United States during 
World War II at the rate of $160 per month, for each month of such service 
performed. The statute governing accords these wage credits for World War II 
military service only if no other benefit, based in whole or in part on such 
service, is payable by another Federal agency or instrumentality (except the 
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Veterans’ Administration) under any other law of the United States. This re- 
striction in effect precludes Federal-employee World War II veterans from 
muking claim for these social-security wage credits, even if they elected to waive 
irrevocably the period of their World War II military service from the period of 
service to be computed for an annuity under the United States civil-service retire- 
ment system. 

(b) H. R. 8226 contains a provision which would qualify Federal-employce 
World War II veterans for the social-security wage credits for the period of 
active service after August 1940 and before January 1957, by an irrevocable 
election by such veterans in writing filed with the Civil Service Commission to 
have their service performed in such months excluded in the computation of an 
annuity payable under the Civil Service Retirement Act. 

(c) The above cited provision will therefore guard against duplication of 
credits of service for the same period of service performed. Specitically, if a 
United States Government employee World War II veteran, with 2, 3, or 4 years 
of World War II military service elected to apply for the social-security wage 
credits, he would be required to waive irrevocably the full extent of that military 
service from the aggregate period of Government service that would be computed 
for a United States civil-service retirement annuity. One would offset the 
other and prevent the pyramiding of benefits for the same period of service. 

(d) The enactment of H. R. 8226 would not be costly. 

(1) Only a limited number of United States Government employee World 
War II veterans would find it possible and/or advantageous to avail themselves 
of the bill’s provisions. 

(2) Eligible employees, even those with 5 years of World War II military 
service to their credit, would receive but 20 quarters of social-security wage 
credits, as compared to the 40 quarters of coverage that would be required for 
those who attained the age of 65 in the year 1971 and thereafter. This will very 
materially restrict the number of Federal employees who could qualify for and 
avail themselves of the provisions of H. R. 8226. 

(4) To further illustrate the low impact, costwise, that enactment of the bill 
would entail, I invite attention to the following facts: 

(a) If Federal employees were privileged by change in law as contemplated 
by H. R. 8226, to waive irrevocably from their creditable civil service for retire- 
ment, the period of their military service performed in World War II, they could 
do so only if the extent of such service (assuming that they had no other social- 
security wage credits) were sufficient to give them the required quarters of 
coverage as stipulated by social-security law. For example, in the case of a 
Federal-employee World War II veteran, aged 62 (born in the second half of 
1894) he would require 17 quarters of social-security coverage. Unless he had 
4 years and 3 months of World War II military service, he could not qualify. 

(b) In the case of younger Federal employees, it would be necessary that they 
shall have had even more extended World War II active service than 414 years. 
The tabulation below indicates the quarters of coverage that would be needed 
by younger Federal employees in order to qualify for social-security coverage 
based on their World War II military service: 















Quarters needed | Quarters needed 
—|| 
January- | July- | 
June | August | 
Years in which age 65 is | Years in which age 65 is 
attained: attained—Continued 
j 18 | 19 || WOR: ssrediescesgicedy 
20 | 21 1967. 
22 | 23 || 1968. 
24 | 25 | 1969. 
26 27 || RP rae 
28 | 29 1971 or later........... 











Notwithstanding the limited extent to which Federal-employee World War II 
veterans could avail themselves of the provisions of H. R. 8226, I believe that 
the bill should be adopted. For one thing, it would recitfy a wrong to that class 
of veterans by correcting the seeming discrimination against them and place 
them on parity wtih other classes of World War II veterans who are presently 
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provided with social-security coverage for their World War II military service 
under section 217 of the act currently in effect. 

I firmly believe that the reasons as given above provided good and sufficient 
grounds for adoption of H. R. 8226. I earnestly recommend its favorable con- 
sideration. 


Very sincerely, : ae te 
4ESTER UV. VOLK, M. UD. 


Morris A. GALLEN, 
Brooklyn, N. Y., January $1, 1958. 
Hon. Witeur D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. CO. 

Dear Mr. Miiis: Reference is made to bill H. R. 8226, which is awaiting ac- 
tion by the Ways and Means Committee. 

Last spring, the objectives of this bill were made the subject of a comment by 
Mr. Harold F. Packer, assistant general counsel, Department of Education and 
Welfare, Baltimore, Md., in a letter to Mr. Leo H. Irwin, clerk to the Ways and 
Means Committee, dated March 26, 1957. 

Mr. Packer expressed views substantially as follows: 

View No. 1.—If Federal-employee World War II veterans were allowed to 
waive irrevocably the period of their World War II military service from the 
period of their overall service creditable for an annuity under the civil-service 
retirement system, “it might be necessary to extend it to all persons receiving 
Federal benefits from any source based on their military service, which benefits 
at the present time preclude the granting of wage credits under section 217 of 
the (Social Security) Act.” 

View No. 2.—See quotations below : 

“Such a change (as adocated) would, of course, be costly and require larger 
annual appropriations to the old-age and survivors insurance trust fund pur- 
suant to section 217 (g) of the act. Further, it would appear not to be in ac- 
cordance with the views expressed by Cogress at the time section 217 was en- 
acted. Thus, in the report of the Senate Finance Committee on the Social Secu- 
rity Act Amendments of 1950 (H. R. 6000, 81st Cong.), it is said: 

“«¢* * * However, your committee believes that war-service wage credits should 
be withheld when retirement or survivor insurance credit is given for the same 
period of military service under another governmental system, such as railroad 
retirement, civil-service retirement, or a military pension on account of age 
alone’ (S. Rept. No. 1669, 81st Cong., p. 19).” 

There are flaws in the above evaluations expressed by Mr. Packer. Following 
are my views in support of this contention : 


My comments re view No. 1 expressed by Mr. Packer 

(a) Section 217 of the Social Security Act extends social-security wage 
credits of $160 per month to persons who served in the Armed Forces of the 
United States during World War II, for each month of such military service 
performed, except those who may be receiving some benefit by another Federal 
agency or instrumentality under any other law of the United States. This section 
of the law has been extended to World War II veterans only. 

(b) By the exception indicated (as italicized above), any persons who may 
be receiving a Federal benefit from any source based on military service per- 
formed in World War II, are ineligible for these social-security wage credits. 
H. R. 8226, as set forth in subparagraph (c) below, does not provide for any 
deviation from the principle of the law as expressed by the exceptive provision 
of section 217 of the Social Security Act indicated. It is therefore not con- 
ceivable how approval of H. R. 8226 would provide any justifiable basis for ex- 
tending wage credits under section 217 of the Social Security Act “to all persons 
receiving Federal benefits from any source based on their military service,” as 
alleged by Mr. Packer. 

(c) It is evident that Mr. Packer has lost sight of the provision included in 
H. R. 8226 which would guard against duplication of credits or payments for the 
same period of service. This safeguard which is explained in comments below 
pertaining to view No. 2, as expressed by Mr. Packer, was specifically included 
in the bill so as to prevent any pyramiding of benefits from public funds for 
an identical period of service performed. 

(d) As precedent for authorization by Congress, permitting civilian Federal 
employees to waive any part of the civil-service retirement they have earned, I 
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invite attention to the amendment to the Civil Service Retirement Act which 
became effective October 1, 1956. Under that amendment, those employees with 
veteran status are permitted to refuSe some part of their civil-service retirement 
payments in order to continue to receive their veterans’ pensions, which could 
be cut off after incomes reach certain levels. 

(e) Concluding my comments with respect to view No. 1 of Mr. Packer, there 
is no basis in fact for his contention that if H. R. 8226 is enacted it might be 
necessary to extend social-security wage credits to all persons receiving Federal 
benefits from any source based on their military service. 


My comments re view No. 2 expressed by Mr. Packer 


(a) Contrary to the view expressed by Mr. Packer, the overall cost of sup- 
porting H. R. 8226 would not be great. Reasons in support of my contention 
were forcefully presented in a letter to your committee from Lester D. Volk, M. D., 
a former Member of Congress, dated January 10, 1958, to which special attention 
is invited. 

(b) Under the provisions of H. R, 8226, there would be no possibility for a Fed- 
eral employee World War II veteran to receive duplicate credit or payment of 
benefit for the same period of service performed. A safeguard in this respect 
has been included in the bill so as to conform with the principle expressed by 
the Senate Finance Committee (8. Rept. 1669, 81st Cong., p. 19), as quoted above. 
The bill specifically provides that as a prerequisite for qualification for social 
security wage credits, an eligible Federal employee World War II veteran would 
be required to waive irrevocably the period of his World War II military service 
from the period of his overall record of civil-service employment that would be 
creditable for an annuity under the United States civil-service retirement system. 

(c) As an illustration, let us assume that Mr. John Jones, with 35 years of 
Federal civil service to his credit (including 3 years of World War II military 
service), applied for the social security wage credits of $160 per month for 
each month of his 3 years of World War II service. This, if allowed, would 
have the effect of reducing the extent of Mr. Jones’ creditable period of Federal 
employment to be considered for civil-service retirement annuity from 35 years 
to 32 years. Thus, his civil-service annuity would be reduced, as the computa- 
tions therefor would be based on 32 years of service and not 35 years of service. 
The 3 years of his World War II military service would be utilized toward 
establishing eligibility for limited social security coverage. 

(¢@) With the restrictive provision contained in H. R. 8226 as set forth above, 
we are assured of a continuity of principle as expressed in the report of the 
Senate Finance Committee on the Social Security Act amendments of 1950 
(H. R. 6000, Sist Cong.). Thus, by the way of emphasis, I repeat there would 
be no possibility for a Federal employee World War II veteran to receive dupli- 
cate credit or payment of benefit from public funds for the same period of 
service performed. 

It is sincerely hoped that my views as expressed above will be carefully con- 
sidered by the Ways and Means Committee when the bill (H. R. 8226) comes up 
for consideration. 

Sincerely yours, 
Morris A. GALLEN. 


POCOMOKE Clty, Mp., June 21, 1958. 
Re Social Security Act, public hearings. 
Hon. WILsur D. MILts, 
Chairman, Ways and Means Committee, 
House Office Building, Washington. 

DeaR Mr. CHAIRMAN: Frequently in the course of studies made in which the 
utilizations of services of oldsters are evaluated one is confronted with this from 
an oldster: “Yes, we do need the work but we are on social security and we are 
afraid of losing it if we make more than $80 per month.” 

Here, again, is still another eause for a loss in production as well as in cir- 
culation of money earned from production. 

Here are oldsters in need of income. On the other hand are individuals who 
have huge incomes derived from investments and who also receive the “top” 
old-age benefit. 

It does appear, Mr. Chairman, that these are unreasonable limitations for 
which it now appears a correction is certainly in order. Unable to appear dur- 
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ing the public hearings myself I submit this letter in triplicate being my request 
for improvement in the act, to the extent, at least, of the proposed legislation 
seen in H. R. 12673—$4,200 limitation. 
Sincerely, 
Forrest H. HItt. 


MoRREY JEWELERS, 
Columbus, Ohio, June 7, 1958. 
House WAYS AND MEANS COMMITTEE, 
United States House of Representatives, 
Capitol, Washington, D. C. 

GENTLEMEN: I understand that in the near future hearings will be held to 
consider changes in the Social Security Act. 

It is my considered belief that the portion relating to restricting earnings of 
persons retired under this act should be eliminated or modified. Certainly, 
under today’s wage schedules it is almost impossible for a man to secure any 
type of work at $25 a week or $1,200 annually. For the most menial task, such 
as yardman to cut grass, or a wall washer, etc., $1 per hour is a minimum. 
Any person that has worked at a job which provides income from his retirement 
benefits in excess of the minimum must have skills that would qualify him for 
at least this amount—or $1 per hour. 

The fact that there are limitations means merely that thousands of frauds are 
committed. In one case that I know of the man took a job with a State insti- 
tution where no social security withholding was in effect. He drew about 
$2,400 a year and needed every cent of it to pay rent of $60 a month which, 
with utilities, groceries, and a few clothes, took up his $3,600 income. I have 
in my possession a letter from a former president of a corporation. This man 
resigned and turned over to his wife the office. He contracted to draw $1,200 
annually as a consultant. He is drawing maximum for himself and a minor 
daughter. He is also doing exactly the same work he did as president but the 
eorporation furnishes him a car with gas, oil, etc., and pays his hotels and other 
bills. Furthermore, he has had everything done legally and is within the law as 
regards this act. Another man I know took a job as a “news butcher” on a 
train and in 2 trips a week makes about $75 weekly. This is self-employment. 

All of these people are compelled to perjure themselves when they make their 
returns. 

The Department of Health, Education, and Welfare is going to fight any 
change but I believe that a man should be allowed to earn a decent amount to 
supplement his retirement income. If he lives in a city and most of them do, 
and he has to rent a place to live, the present law will not permit him to make 
enough to live. 

Certainly no one would be hurt if this restriction were lifted as the ones who 
are able to work are doing so anyway in most cases. There is no reason to make 
liars out of them when most are good citizens, law abiding, church members and 
a credit to their community. 

In my opinion the retirement restriction of age 72 should be eliminated or 
at least dropped to 67 and retirement lowered to 62. 

I am not unaware of every problem in this act. I paid large sums into the fund 
for my employees from the time of its passage in 1937. 

At the time of this passage a wage of $18 weekly was a fairly good wage for 
office workers, and many semiskilled and nonprofessional people. Therefore 
allowing $1,200 a year to be earned was liberal as a majority of the people who 
would come under the retirement clause did not make much more than that at 
their regular work. Today there is no work at $100 a month for a man with 
any qualifications. If you wanted to work as a paid secretary of a Sunday 
school they would insist on paying you more than $25 weekly. Therefore I urge 
that this serious matter be given consideration. 

Respectfully, 
C. L. Foster. 
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(The following statement was placed in the record at the request of Congress- 
man Leonard Farbstein, Member of Congress :) 


TRANSCRIPT OF THE STENOGRAPHIC Recorp (EXCERPT) OF THE DISCUSSION AT THE 
PUBLIC HEARING ON THE EXPENSE BuDGET AT THE MEETING OF THE BOARD OF 
ESTIMATES HELD ON APRIL 16, 1958 


* v * a s * . 


The Mayor. Mr. Herman Rosanetz. 

Mr. HERMAN RoSANETZ. Mr. Mayor and members of the board of estimate; do 
you think it is fair for women, whose husbands died prior to the Social Security 
Act, to be denied the benefits which most people enjoy under old age? I think 
that these unfortunate women should be taken in under the social-security system. 
I am opposed to the women going to work in their old age to make up the quarter. 
It is my firm belief that the city, State and Nation owe these women an obligation 
on their old age. These women suffer enough in their young life in bringing 
up children, such as my mother did, and they are still doing. Matter of fact, 
may mother took work home to be both a mother and father to me and my brother, 
instead of being a burden to society. Americans knew of dependents during 
war time in that they gave allotments during the war. 

What is America doing for these unfortunate women now? Sending them 
either to the old-age assistance, which is charity, or looking forward for their 
children for support. No person in their right mind wants to be a burden to 
society, or children. As the Bible states that God takes a life and gives a life, 
so these women like my mother lost her husband by an act of God. Furthermore, 
God put us on the earth to help one another, not to hurt one another. Do you 
think a woman who has struggled in her young life, such as my mother did, has 
the strength to go to work in her old age to make up the quarter? I say most 
emphatically, “No.” 

I am aware of the old-age assistance law in our city since you must be actually 
destitute in order to get help. Also, the married child or children must show 
the city that they cannot support their widowed mother since they are not 
earning enough. In my opinion this is a blackjack upon the widowed mother and 
children. It is high time that you city fathers get on my bandwagon in pressing 
for revision of the Social Security Act. I think it will also relieve the taxpayers 
in New York City and New York State. I’m so informed by the Ways and 
Means Committee in Congress that the Federal Government matches the same 
amount as each State votes for welfare. The Federal Government gets its 
money from the social security system and this is not the taxpayers’ money. 

I have written to such Congressmen as Leonard Farbstein in my congressional 
district and Paul A. Fino on this all-important problem. Congressman Farbstein 
took my letter, in which I denounce the old-age assistance program, into the 
Ways and Means Committee and my suggestions as to how they could come 
under the social-security system. Congressman Paul A. Fino introduced one of 
my suggestions as a bill, H. R. 4773, on February 14, 1957, labeled “Social Secu- 
rity for Dependents.” 

My suggestions are as follows: (1) Where a brother or brother-in-law or a 
sister or sister-in-law should become a widow or widower, then these—then they 
should be in a position to claim the widow as a dependent, providing the one 
who claims her does not remarry. And that is what Congressman Paul A. Fino 
used as a bill in H. R. 4773. My second suggestion is that I should be in a posi- 
tion to pay in the certain amount of quarters into the social-security system with- 
out my mother having to go to work to make up the quarter to get the benefit. 

Therefore, I am appealing to you on behalf of these unfortunate women, like my 
mother, whose husband died prior to the Social Security Act, to use your influ- 
ence in getting the Congressmen from New York in using their influence in Con- 
gress in getting revision or extension under the Social Security Act. I think 
this is necessary immediately, since I started something on this issue; and don’t 
let them down in their hour of need. 

The Mayor. We will have to take that under consideration. 
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CLEVELAND, OHIO, June 29, 1958. 
HovusE COMMITTEE ON WAYS AND MEANS, 
House Office Building, Washington, D. C. 


GENTLEMEN: Have been reading that your committee has been considering 
some changes in the social-security law. 

I do not know if it has been brought to your attention the unfairness of this 
part of the social-security law. I will try to make my beef as brief as possible. 

If I understand the act as it is, a wife is entitled to half of what her husband 
receives providing they are of the right age. She does not have to do a thing to 
receive this. Now turn this around. The husband does not get social security, 
but his wife does. However, he does not get half of hers unless he can prove 
that more than half of his support comes from her, or his other out is to declare 
himself a pauper. 

Here is my case: I am now past 66 years of age. I was always self-employed. 
Up to 1951 a self-employed person was not eligible for social security. However, 
in 1950 I was incapacitated and still am. In the meantime, my wife went to 
work. She is now eligible for social security, but I am left out in the cold 
because in my younger years I was thrifty and tried to prepare for the emer- 
gency. I might add here that my wife will only get the minimum, so my take 
would be very small. However, I do think the husband should get half of what 
his wife gets, regardless of his circumstances. The whole law should be equal 
for both men and women. 

I do hope I have made my case clear to you gentlemen and that you can see 
with me the unfairness of this section of the social-security law. I believe this 
law should work both ways, in fairness to both the wife and the husband. 

I would appreciate it if this letter was made part of the record of the hearings. 

Truly hoping you will give this request or suggestion your earnest considera- 
tion, please believe me to be, 

Sincerely yours, 


J. ALLAN WEBER. 


CuicaGo, ILx., June 4, 1958. 
Re invitation to submit written statements in triplicate in lieu of personal 
appearance. 
Hon. Wirsur D. MILs, 
Chairman, Committee on Ways and Means, 
New House Office Building, Washington, D. C. 


Dear Stir: I desire to submit for your consideration the views of myself and 
many others, both old and young people, on the bill before your committee on 
the Social Security Act bill to reduce the retirement age. 

Many people whom I talk to, as well as myself, feel that both men and 
women should be retired at the age of 60 without any penalty against their 
social security because— 

First. Only 10 men out of every 100 live to reach the age of 65. 

Second. Many men age 60 and over have been laid off from their position 
with no possible chance of them being rehired. It is impossible for a man to 
get a position at the age of 40, much less 60, unless he is a highly skilled pro- 
fessional man. 

Third. Do you want the man of 60 who, due to conditions beyond his control, 
has used up most of his savings and will shortly have to seek assistance from 
the charities? 

Fourth. If a man had a certain sum which he knew he was going to get every 
month he could leave the congested city and possibly go to a small town, get a 
small house, and by means of a garden help defray some of the cost of his food 
due to this wave of inflation we have experienced in the last 5 years. 

Fifth. It would restore his self-respect and give him some confidence in 
himself. 

I submit my views for your consideration and trust that our country will 
not desert our oldsters and do something to assist people 60 or over. 

Respectfully yours, 
VINCENT J. PARKER. 
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OLYMPIA, WASH., June 13, 1958. 
Re title II—OASI, H. R. 5472. 
Ways AND MEANS COMMITTEF, 
House of Representatives, Washington, D.C. 


GENTLEMEN: At the suggestion of Mr. Curtis, we are filing this statement 
asking that the provisions of H. R. 5472 be incorporated into the social-security 
law. This bill would permit persons whose position were put under social 
security to back date their social security by paying back assessments indi- 
vidually. 

Employees of the State of Washington first came under social security as of 
July 1, 1957, although 85 percent had voted for coverage in 1956. The late 
date was adopted because the State was unwilling to pay its share retroactive 
to January 1, 1956. 

The situation is particularly hard on the older employees. As you know, 
social-security benefits are based on the average monthly earnings after 1950, 
after dropping a maximum of 5 years of low earnings. This means that ben- 
efits to Washington State employees will always be computed on an average 
that includes zero for 18 months from January 1, 1956, to July 1, 1957. A 
person earning $350 a month who retires on January 1, 1960, will receive ben- 
efits computed on an average salary of $218 a month. If he waits until 1970, 
his average salary for benefits will be $310. 

H. R. 5472 would enable us as individuals to pay the total assessments back 
to January 1, 1956. It would not be a raid on the Treasury. The social- 
security fund would be in the same position as if we had joined as of that date. 

We made no effort to secure more signatures on this statement. Most of the 
older of some 3,000 State employees would probably sign but that would add 
nothing to the easily verified facts. 

Respectfully, 
R. E. OSTRANDER. 
(Mrs.) FLossy—E NEWHART. 
ARCHIE B. STEWART. 
(Mrs.) FRANCES HALSTEAD. 


A Brier RESPECTFULLY SUBMITTED BY BENJAMIN E. Walrr, LYNN, MASS., ON 
THE FORAND Britt, H. R. 9467 


* 

I am 81 years old. Born in England in 1877. Arrived in the United States in 
1913. Was a parliamentary subagent in three elections in 1906 and 2 in 1910. 
In 1906 sparked social security into flame; 1910-11 became law. I came under 
before I left England 1913. This was total security though some were not cov- 
ered until approximately 1948. I have kept the light burning ever since. 

In 1934 at a Washington social-security conference I got a health resolution 
through. I got our Congressman Connery’s endorsement. In 1936 I filed amend- 
ments in Massachusetts Legislature; appeared before Senator Walsh, Labor and 
Education Committee, representing 22,000 workers in S. 3475. In 1956 filed and 
was passed without dissent through Massachuetts both Houses memorialization 
for Congress to enact national health insurance law. 

In 1958 I am appearing before your august committee in support of H. R. 9467. 
Not that I think it is a perfect bill but it does contain some principles which I 
hope will be speedily enacted into law. 

Health and old-age pensions were in force 1759—200 years ago—by St. Coabain 
Glass Works. In 1943 Premier Winston Churchill said I and my colleagues are 
for social security from the cradle to grave. 

In 1948 Churchill was not Premier when England amended law to include 
everyone, and Churchill got just that. Doctors and dentists were violently 
opposed in 1910-48. Out of 35,000 only 500 finally stood out. That law was so 
broad the the Boston Globe carried a story that hundreds of tourists from the 
United States were going to England to get free surgery. Coming events England 
advertised free hearing troubles. 

The United States is the richest nation in the world, yet her people have to go 
elsewhere for medical benefits. 

I am carrying endorsements of Leather Workers, Shoe Workers, and Central 
Labor Union of Lynn Shoe Workers of Salem and Boston and Shoe Workers of 
the whole of Massachusetts. 
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City of Lynn, Bureau of Old-Age Assistance, Local 201 Lynn Electrical-Radio 
and Machine Workers, Central Labor, Lynn; Amalgamated Meat Cutters and 
Butchers Workmen of America, Local 20, Lynn. 

Looking back I think it might help our younger generation to know conditions 
existing which the New York strike of 1872 fought to remedy wages and hours. 
Skilled labor $3 to $3.50 a day. Barbers 100 hours a week; streetcar drivers, 17 
hours a day; both happened in New York. Successive generations have given to 
present age 35 to 40 hours a week. Skilled labor up to $3.50 an hour. The United 
States has, however, failed to lead in total social security. Other nations have 
had social-security laws in existence long prior to 1935 when the United States 
passed old-age and unemployment compensation—but no health coverage. 

It is sad to think while the United States has no health courage, 47 countries 
have: Albania, Algeria, Australia, Austria, Belgium, Bolivia, Brazil, Bulgaria, 
Chile, China (Communist), China (Nationalist), Colombia, Costa Rica, Czecho- 
slovakia, Denmark, Dominican Republic, Ecuador, El Salvador, France, Germany, 
Great Britain, Luxembourg, Mexico, Netherlands, New Zealand, Norway, Panama, 
Paraguary, Peru, Poland, Portugal, Rumania, Spain, Venezuela, Yugoslavia. 

Canada announced total social security patterned on England in years to come. 
India and Churchill said after 3 months’ residence national insurance a necessity. 

The Forand bill H. R. 9467, is an attempt to rectify this glaring omission in the 
United States social-security law, so it will include health, free choice of 
doctors, dentists, hospitals, and nursing home care for all. 

Also, the law should state clearly treatment could be given in the patient’s 
home, doctor’s office. Outpatient and inpatient of hospital. 

I also believe that those now receiving old-age checks should receive free 
treatment without a means-to-pay test or without being a member of the Blue 
Cross or a similar organization. 

When President Roosevelt signed the Social Security Act, he said we are 
erecting an edifice which is by no means complete. Health was the missing 
factor. Today the edifice is still incomplete—it’s like a protective house with 
part of its roof missing. 

And believe me, gentlemen, the people most exposed to elements beyond their 
control, the ones hurt daily by the missing roof section are the old people, as well 
as workers who lose millions of hours of work by sickness yearly. Much of the 
latter could be saved if medical insurance existed. 

Former President Truman has repeatedly said health insurance is overdue. 
August 31, 1955, Dr. Walter Alverez, who writes a newspaper column, said he 
talked to doctors from England and they seem to like it. 

August 7, 1955, Dr. Willard C. Rapply, dean of Columbia, said medical security 
is coming. 

October 22, 1957, Lynn Item: “But 150,000 members of medical profession 
came out against Forand bill, H. R. 9467. Poses the question, Can these 150,000 
dictate to 180 million in the United States or say that 47 nations who now have 
health insurance are wrong, or that it does not enormously benefit national 
health?” Newspapers report half of the American people cannot pay hospital 
or doctors’ bills. 

Gov. F. Furcolo in 1958 stated hundreds of aged people of this year go “mental” 
from financial difficulties. 

Hospital rates and drugs are hitting such heights that only a sputnik can reach 
for most. 

In mv hometown, Lynn, Mass., our largest hospital charges $25 to $82 a day for 
aprivate room. Cheapest is $15 a day. 

Above hospital president stated the day is coming when $50 a day will be 
charged and worth it. How can these charges be met—only by the rich. Cer- 
tainly not by security pensioners—average $55 a month. Massachusetts and Lynn 
are facing exorbitant drug and medical bills. Lynn had to reduced drug bill to 
$25 a month to State-aid recipients. Social-security pensioners do not have above 
free treatment of drugs, doctors, hospitals, nursing homes. When this class 
require above services their reserves, if any, vanish like a snowflake on a river— 
one moment there and gone forever. Although hospitals usually are supported 
by publie funds they are not free for all qualified doctors to take patients. Dr. 
Robert Breed states out of 200 qualified doctors, 158 cannot take or care for 
patients in Lynn. 

Free choice of doctors and hospital should be mandatory under a national law. 
Public Law 187, 86th Congress, chapter 417, stated there are 750,000 mentally ill. 
If compulsory free medical services had existed, relief from fears would have 
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cured many of the three-fourths million mentally ill. The 20th Century Fund 
found a few years ago that 75 percent of all the people over 65 have no income, 
live on less than $1,000 a year, and are in no position to pay medical bills; 
comment: the best tranquilizer is H. R. 9467. Those now retired and receiving 
checks which are based on years of very low income; what was a week’s pay then 
is not a day’s present rate. Therefore, these checks have to be augmented from 
other sources—most from State aid. 

May I point out that each child born in the United States costs parents $8,000 
up to 18 years of age. 

Each immigrant, it is estimated, produces $80,000 of wealth. Is it not good 
business to keep these investments sound for national and economic reasons? 

Can you imagine what would have happened to our economy if unemployment 
funds had not existed. Massachusetts has paid out in 20 years $860,165,000. 
Prior to which failures in business and banks abounded. Cost of living is in- 
cluded in some industries ; 1 million got 2 to 4 cents an hour 1957 by that provision. 
But no such provision in old-age recipients. 

Cost spirals continue, except chewing gum. February 13, 1958, census reports 
5 percent of all employed got two or more jobs. Is it any wonder that some can’t 
get one job? Those now retired have to bear increased cost of food, clothing, 
shelter, travel, sickness. It is estimated that there are 15 million over 65; 
9.2 million are covered with social security ; 24% million State and Federal. It is 
always sound policy to keep and provide all national security forces fit to fiight 
by free medical services and hospitals. But their efficiency is marred if the 
industrial lines have not the same provision geared high if these in the United 
States are to survive. 

Free medical, hospital, and drugs are given to State-aid recipients. 

Costs are not comparable to millions spent shooting travelers and vanguards 
in air, or just one item, Congress approves 3 to 6 billion foreign aid. 

Congress is asked to up liquor for entertaining from $400,000 to a million. 
Congressmen get free haircuits and swimming pool—not so others. Farmers get 
income from soil bank for not growing crops. U. S. News, May 2, 1958: ‘67 
farmers got $50,000 cash, which equals 60 pensioners. Garvey Farms, Colby, 
Kans., got $278,187.38, equal 330 pensioners, for keeping wheat out of 27,779 
acres.” 

Sam Lubell in his travels was told that some farmers in Iowa bank and get 
jobs in factories. With over 5 million unemployed that could be in volume not 
only double income but a factor of competition of labor. 

Washington News, March 31, 1958: “House O.K.’s bill granting 10 percent to 
230,000 Federal and retired workers and 80,000 widows.” 

The 10-percent increase called for in Forand bill, H. R. 9467, will in no way 
cover living costs. A much higher percent could be granted to present old-age 
recipients without draining the $3 billion trust fund until such present recipients 
pass on, and funds from H. R. 9467 sources become available. But instead of 
depleting trust fund 0.75 of taxable payroll to finance this 10 percent. 

I went to England in 1951 on a friendship tour of mother towns. What I saw 
after an absence of 38 years was astounding. I left in 1913 a nation sadly in 
need of medicine and care of doctors, eye specialists, and dentists. I saw a 
radiant nation with teeth, eyes, and bodies in good shape. Their manner was 
alert. Confident poise was in abundance. England built boldly and its social 
security is backed by the whole nation, regardless of class or parties. 

The Manchester Guardian said: “Can you conceive of money better spent?” 
Gentlemen, can you? 

In conclusion, gentlemen, I point out that peace of mind cannot be bought. 
Medical aid given by doctor of choice, when and where you want it, without 
fear of cost, is priceless, and an increase of checks can partially assuage the 
mind. 

Looking back over three generations vast changes in habits, living, transporta- 
tion and housing and democracy are on the march. Allan Toynber said time 
will come when all the fruits of civilization will be shared by all equally. 


City or LyNN BUREAU oF OLD AGE ASSISTANCE, 
June 238, 1958. 
Mr. BENJAMIN E. WAITE, 
Lynn, Mass. 
Dear Mr. Warre: Your interest in the Forand bill, H. R. 9467, is gratifying to 
this agency. That bill has the complete endorsement of the Lynn Board of 
Public Welfare. 
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It is estimated that if some form of hospital insurance is enxctr) into the 
law by the Congress, that some $500,000 for hospital and nursing home care, now 
paid for out of tax money, would be paid for out of insurance funds. 

Very truly yours, 
JosePH D, Murpny, Welfare Agent. 


Loca 201, INTERNATIONAL UNION OF ELECTRICAL, 
RapDIo AND MACHINE WORKERS, 
West Lynn, Mass., June 23, 1958. 
Mr. BENJAMIN BE. Walrte, 
Lynn, Mass. 


DEAR Mr. Waite: This will advise you that our membership has endorsed 
the Forand bill, H. R. 9467. 

We understand that you have the opportunity to file a brief with the House 
subcommittee on this matter, and this letter will authorize you to include the 
position of our membership in that brief. 

We recognize and admire your untiring efforts and devotion to this very 
worthy cause that means so much to all people beyond retirement age. 

Very sincerely yours, 
AvusTIn W. Brewin, Business Agent. 


Unirrep SHOE WorKERS oF AMERICA, AFL-CIO, 
Boston, Mass., March 25, 1958. 
Mr. BENJAMIN BE. WalITE, 
Lynn, Mass. 


Deak Mr. WartreE: The Massachusetts District Council No. 1 of the United 
Shoe Workers of America, AFL-CIO, at a meeting held on March 1, 1958, unani- 
mously went on record in favor of Congressman Forand’s bill, H. R. 9467. 

Business Agent James DeFelice of our organization and others have in- 
formed me of the many years that you have spent to get such a bill enacted. 

We hope that Congress will adopt H. R. 9467 because the present Social Se- 
curity Act does not provide the benefits so necessary to take care of our aged 
citizens. 

With best wishes, I remain, 

Fraternally, 
ANGELO G. GEORGIAN, 
National Director. 


LYNN CENTRAL LaBporR UNION, 
Lynn, Mass., March 17, 1958. 
Mr. BENJAMIN BP. WAITE, 
Lynn, Mass. 


DEAR BEN: I am very sorry I didn’t write to you sooner, but please be advised 
that the Lynn Central Labor Union has endorsed the Forand bill, H. R. 9467. 
Yours very truly, 
GeEorGE L. Lewis, Secretary-Treasurer. 


UNITED SHOE WoRKERS OF AMERICA, AFL-CIO, 
Lynn, Mass., February 18, 1958. 
Mr, BENJAMIN FE, WaAITE, 
Lynn, Mass. 


DeaR Srr AND BrorHeR: Having in mind your intense and untiring efforts in 
remedial laws, both State and National, for the public good, local 2, United Shoe 
Workers of America, AFL-CIO, is pleased to endorse your present efforts in the 
enactment of H. R. 9467, the Forand bill to amend the Social Security Act. 

We are aware that for several years you have had in mind and have propagated 
your own progressive views for similar legislation realizing the urgent need that 
enactment of such a law would mean to the social and economic welfare of a 
great segment of our population. 

Your unselfish interest in giving of your time and talents to the success of this 
bill is most praiseworthy and deserving of every support possible for all to give. 

We are most happy to give you this encouragement. 

Sincerely and fraternally yours, 
WILLIAM J. MACKEsY, 
Secretary-Treasurer, Local 2, United Shoe Workers of America. 
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Untrep SHor Workers or America, AFL-CIO, 
Boston, Mass., February 10, 1958. 
Re Forand H. R. 9467. 


Mr. BENJAMIN E. Warre, 
Lynn, Mass. 

Dear Srr: At a meeting of our executive board held on Tuesday, February 4, 
1958, it was regularly moved and seconded to go on record and endorse the above 
bill. 

We feel that it is a step in the right direction to establish such a law to help 
the people. 

Please keep us informed as to your progress and further help you may need. 

I may add that the executive board voted unanimously to endorse the above 
bill. We will also discuss it at our local meeting to be held on Tuesday, February 
11, 1958. 

Sincerely, 
ELEANOR SALVAGGIO, 
Financial Secretary-Treasurer. 


AMALGAMATED MEaT CuTTers & BUTCHER WORKMEN 
oF NorkTH AMERICA, 
Lynn, Mass., February 14, 1958. 
To Whom It May Concern: 


The above local at its regular meeting nominated Benjamin E. Waite to be our 
representative at all hearings in Congress dealing with national health insurance 
measures, particularly with Forand H. R. 9467. 

FRANCES M. DEGNAN, 
Secretary-Treasurer, Local 20-L. 


MASSACHUSETTS FEDERATION OF LABOR, 
Boston, Mass., June 18, 1958. 
Mr. BENJAMIN E. WAITE, 
Lynn, Mass. 


Dear Mr. WarIrTeE: I have just been informed that the House Ways and Means 
Committee has started hearings this week on the Forand bill, H. R. 9467. Know- 
ing of your long and devoted interest to improvements in the Social Security 
Act, I thought I should write and inform you that I and the Massachusetts Fed- 
eration of Labor heartily concur in the position that you have taken along this 
important legislation. 

The AFL-CIO, through Nelson H. Cruikshank its director of social insurance, 
is actively working for the passage of the Forand bill. Please be assured of our 
continued support of this badly needed liberalization of the Social Security Act. 

With kindest personal regards, 

Sincerely and fraternally, 
KENNETH J. KELLEY, 
Secretary-Treasurer-Legislative Agent. 


BRITISH INFORMATION SERVICES, 
New York, N. Y., March 25, 1958. 
Mr. BENJAMIN BE. WAITE, 
Justice of the Peace, 
Lynn, Mass. 


Deak Mr. WattTe: Your letter of March 8 addressed to the British Travel 
Centre has been passed to this office for reply. 

Hospitals in Britain are part of the National Health Service, and are financed 
by grants from the Ministry of Health. The funds of the Ministry of Health 
are drawn mainly from the central government although about 20 percent come 
from such sources as a transfer from the National Insurance Fund, rates, and 
payments from persons t “ing the service. 

Yours sincerely, 
(Mrs.) ELIzABETH ZACKHEIM, 
Reference Section. 





SOCIAL-SECURITY LEGISLATION 


LYNN HOSPITAL 
Lynn, Mass. 


Effective Feb. 1, 1958 


Medical and surgical services : 
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ND NN aaa ieee 5 a enone per day_. $25-$32 

DT IOEIOES.. DF DOGO iss cdot inn db deena OER 22 

Intermediate, 3 and 4 bedrooms___...-.-.-.-~....-.- ~~. do. 20 

Toate: Cae SG COCURGS) qo. <ch eccicantintianddieeendbausdenl idirises 15 
Obstetric service : 

PRRVIRG CRON oink Sibi Asin nailed Bt incnece 25 

SB | aan nin cect iki engeciagiala pean nail ic cincnas 20 

TUCUTIROGIANE, BOG nis cesiceinicicd dh emis Rbintintnlominancaburmeaieaaaainal Divinna 18 

Wea ik satcrcibnicecis evince a sinieticbatbiin th piclnabchededatabiaiied amaikaiaeomeas el 15 

UGRONT etki ee gn do kdeen weeds cnn abgaeindaaeal BO inn. 7 
Children’s department: 

PHEVERD -GOOIIio on i eter ccebiebiickn cuusatintind laced Binet 27 

Tutermediate. (2, 3, ad B BOG8) an cscisdnonncsncnnennnae Oiceii 20 

WORE cacocueun ens tn igi a ce gece haghad tect eadci aes tacit Dic iesst 15 

No change for babies in the nursery upon dismissal for mother; 

rates are as follows: 
Intermediate_______ a snatches piv tata eaipesenieat email aaa per day__ 10 
hisses shan ns neces ni ech eonboce das le eae adeaitcaiteabaddaiilataiceteeas oe 9 

Surgery : 

Major operations of less than 2 hours’ duration.__.__________--___ 45 

Major operations of more than 2 hours’ duration........__..._____ 60 

ROD CC si tain ees acs nctemsiiiilieeendaeteatlatin igen alain 20 
meciGent TOOM : Minimum BOTVICS BOC incase cecihecntciensentetnsicbcnasees 3 
Physiotherapy: Treatments rendered private patients___._._-__._.._... 5 


(Thereupon, at 12:25 p. m., the hearings were adjourned.) 


x 





